Digitized  by  the  Internet  Archive 

in  2014 


https://archive.org/details/forbes1 21 1 2mayforb 


For  Reference 


Not  to  be  taken  from  this  room 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 


1915,  Section  623. 


The  Continental  Mark  V  has  the  highest  resale  . 
value  of  any  car  in  its  class.  ** 

Gilbert  Lawrence,  former  Cadillac 


t 


The  Lincoln  Versailles  gives  me  the  smooth  ride 
I  want  It  was  a  major  factor  in  my  switching." 

Carrie  Straach.  former  Cadillac  owner 


A 


MafipCadillac  owners  have  switched 
{^Lincoln  Continental, 
Continental  Mark  V  and  Lincoln\ersailles. 


How  do  they  like  their  new  cars? 


The  Lincoln  is  roomier  than  Cadillac 
the  mileage  rating  is  virtually  the 


Edward  McHenry 
former  Cadillac  owner 


•  EPA  est  imatesfqr  the  Lincoln  Continental  with  66  litre  eng  20  m  p  g  hwy 
13  m  p  g  city  For  Cadillac  de.Ville  with  7  0  litre  eng  19  m  p  g  Kivity  .13  m  p  g 
city:  Your  actual  mileage  may  vary  depending  how  and  where  you  drive 
cars  condition  and  optional  equipment  Cal  ratings  lower.  ■  jfc 

'Based  on  recent  national  average  NADA  used  car  trade-in  figures 


LINCOLN-MERCURY  DIVISION  J75! 


It'sthe 
free  things 
that  cost  the  most 


Free  college  for  many  who  neither 
benefit  from,  nor  value  it.  Free  rent 
subsidies.  Free  lawyers  for  criminals. 
Free  pardons  for  murderers,  rapists, 
molesters  —  so  they  can  repeat. 

The  billions  all  this  costs  are 
bad  enough,  for  they  are  adding  to 
America's  deficit  and  ruinous  in- 
flation. But  an  even  higher  cost  is 
the  fact  these  so-called  free  things 
are  shifting  responsibility  from  the 
individual  to  the  government,  and, 
like  drugs,  the  more  people  take,  the 
more  they  want,  and  the  self-reliant 
character  which  built  this  nation  can 
well  be  on  the  way  down  the  drain 


WARNER  &  SWASEY 


Microcomputer  systems  built  by  The  Warner 
&  Swasey  Computer  Division  monitor  and 
control  water  flow  along  the  California  aque- 
duct system. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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Senator  Dole,  Meet  King  Louis  X IV 


Anyone  who  had  taken  the  trou- 
hle  to  read  David  Rieardo,  the  great 
English  economist  of  the  late  18th 
and  early  19th  century,  could  have 
predicted  what  would  happen  when 
U.S.  farm  prices  shot  up  in  1973: 
Almost  the  entire  gain  would  go 
to  the  landowner, 
not  to  the  farm- 
er. That  was  great 
for  farmers  who  al- 
ready owned  their 
own  land,  but  it 
was  rough  on  the 
new  farmers  and 
on  farmers  who 
leased  the  lands 
they  farmed  rather 
than  owned  them. 
It  is  always  true 
that  higher  prices 
will  in  the  long  run 
benefit  the  owner, 
not  the  tiller,  Ri- 
eardo said,  and  that 
still  seems  to  be  so. 

However,  in  Ri- 
cardo's  time  if  wheat  prices  dropped, 
then  land  prices  would  drop  with 
them.  But  today  anyone  who  gets 
caught  on  the  wrong  side  of  the  sup- 
ply-demand equation  runs  to  Con- 
gress and  tries  to  get  the  laws  of 
supply  and  demand  amended.  That's 
just  what  many  U.S.  farmers  are  do- 
ing today,  with  the  all-out  support  of 
Senator  Robert  Dole  (R-Kan.).  In  or- 

Prescience 

Although  he  was  not  involved  in  the 
current  farm  story,  Senior  Editor 
Howard  Rudnitskv  can  be  said  to 
have  foreshadowed  it — 
even  predicted  it.  In 
the  Sept.  15,  1974 
Forbes,  when  every- 
thing seemed  to  be 
coming  up  roses  for  the 
American  farmer,  Rud- 
nitsky,  42,  a  veteran  of 
18  years  at  Forbes,  no- 
ticed that  some  weeds 
were  sprouting,  too. 
He  noted  that  farm 
debt  had  jumped  from 
$62  billion  to  $95  bil- 
lion in  only  three  years 
(figures  since  revised  to 
$59  billion  and  $82  bil- 
lion) and  asked  who 
was     really  profiting 


der  to  keep  the  price  of  agricultural 
land  artificially  high  they  are  de- 
manding that  Congress  push  the 
price  of  agricultural  products  artifi- 
cially high.  And  who  will  benefit?  Not 
farmers  per  se  but  farm  landowners 
per  se  (and  the  bankers  who  hold 


Jim  Flanigan  Ben  Weberman 

farmland  as  collateral). 

In  our  cover  story,  Economics  Edi- 
tor Ben  Weberman  and  Southwest 
Bureau  Manager  Jim  Flanigan  cut 
through  the  rhetoric  of  the  farm-food 
issue  and  explain  what's  really  going 
on.  Rieardo  wouldn't  have  been  sur- 
prised by  what  they  found.  Neither — 
as  we  point  out — would  Louis  XIV. 
But  you  may  be.  Starts  on  page  35. 


from  the  high  prices:  "The  farmer? 
Maybe,  but  prosperity  is  pushing  him 
deeper  and  deeper  into  debt. 

"In  agriculture,  as 
in  business,"  the  1974 
article  concluded,  "a 
good  many  people 
seem  to  be  going 
broke,  not  because 
business  is  bad  but  be- 
cause it  is  too  good." 
And,  because  it  was, 
many  American  farm- 
ers are  now  in  trouble, 
demanding  that  the 
consumer  be  forced  to 
save  them  from  the 
consequences  of  their 
own  poor  judgment. 
Congratulations,  How- 
ard, for  a  prescient 
piece  of  reporting.  ■ 


Rudnitskv 
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"The  A300  is  performing 
even  better  than  promised 


That's  the  kind  of  response 
you  get  when  you  talk  to  depart- 
ment heads  of  the  fourteen  air- 
lines now  operating  the  A300. 

Whether  they're  involved  in 
marketing,  passenger  service, 
cargo,  flight  operations,  mainte- 
nance or  engineering  they 
describe  the  A300  in  glowing 
terms. 

And  you'll  find  the  same 
enthusiasm  from  financial 
officers  and  chief  executives. 


As  an  example,  the  President 
of  one  airline  now  operating  the 
A300  was  quoted  recently  in 
Aviation  Week:  "It  is  a  very  fine 
airplane  that  meets  our  best 
expectations." 

With  its  advanced  technology 
wing,  quiet,  fuel-efficient  fanjets, 
twin-engine  economy  wide-body 
comfort  and  huge  cargo  capacity 
the  A300  is  proving  to  be  the 
logical  choice  for  more  and  more 
of  the  world's  airlines. 


SA300 

Airbus  Industrie  of  North  America.  Inc 
630  Fifth  Avenue,  New  York.  NY  10020 


/ 


 GOOD  

"I  USED  TO  DESIGN 
RACING  CARS.  BUT  THE 

AUDI  50CO  V\AS 
A  BIGGER  CHALLENGE: 

AN  INTERVIEW  WITH  FERDINAND  PIECH,  AUDI  5000  PROIECT  DIRECTOR 


And  you  say 
designing 
a  passenger  car 
was  more  of 
a  challenge? 


Sir,  how  long  Piech:  Ten  years  in  all.  I  brought  six 
did  you  design       cars  from  fa  drawing  board  to  the 

racing  cars?  i       j   11  ■ 

race  track  and  all  six  went  on  to  win 
world  championships.  It  was  all  very  exciting. 

Piech:  It  was  for  me.  A  racing  car  can 
be  designed  to  last  for  a  few  races 
only.  But  a  passenger  car  obviously 
has  to  be  designed  to  do  much  more 
and  to  last  much  longer.  In  addition 
to  excellent  performance  and  handling  I  had  to  con- 
sider things  like  room,  comfort  and  price. 

What  about  Piech:  I  was  determined  from  the  be- 

the  price?  ginning  to  prove  that  a  large  German 

luxury  sedan  could  be  produced  for  under  $9,000* 

Piech:  No.  I  don't  think  so.  It  was  a 
question  of  eliminating  unnecessary 
things.  The  greatest  example  of  that 
is  our  five-cylinder  engine.  Five  cyl- 
inders, because  a  four  was  too  small 
for  the  weight  of  the  car,  and  a  six  was  too  extreme. 
Designing  the  perfect  engine  for  the  vehicle  can  hardly 
be  called  making  a  compromise. 

Your  racing  back-  Piech:  Yes,  yes.  Very  much  so.  The 
ground?  Did  it       wa   fa  Audi  5000  handles,  for  in- 

come  in  handy?  J  .  .   .  .    .        .  . 

stance.  1  he  ride  is  not  in  the  least  bit 
mushy.  Our  suspension,  our  rack-and-pinion  steering 

'Suggested  1978  retail  price  under  $9,000  PO  E  ,  transp ,  local  taxes,  and  dealer  delivery 


and  our  weight  distribution  have  a  lot  to  do  with  that. 
Which  is  why  we  suggest  that  people  pick  a  rainy  or 
snowy  day  to  take  a  test  drive.  This  car  is  at  its  best 
when  the  weather  is  at  its  worst. 


Piech:  No,  not  at  all.  They  are  exactly 
opposite.  Some  people  feel  that  a  soft, 
mushy  ride  is  luxurious.  We,  the  en- 
gineers at  Audi,  do  not.  We  think  it's 
tiring  because  you  seem  to  be  cor- 
recting the  car's  handling  so  often.  We  believe  that  a 
truly  luxurious  car  is  one  that  does  what  you  want  it  to 
do  when  you  want  it  to  do  it.  That's  why  we  engineered 
the  Audi  5000  to  be  so  precise  and  responsive. 


Is  it  possible  to 
build  a  car  with  a 
soft,  mushy  ride, 
and  still  retain 
great  responsive 
handling? 


Well,  you 
succeeded  with 
price,  but  did  that 
mean  you  had  to 
compromise  a  lot? 


What  do  you 
think  of 
American  cars? 


Piech :  Like  everything  else,  there  are 
good  things  and  bad  things.  The 
good  things  we  tried  to  incorporate 
in  the  Audi  5000.  More  comfort.  More  room. To  be 
quiet. To  give  it  cruise  control  as  standard  equipment. 
And  you  can  order  a  powerful,  American  type  air  con- 
ditioning system  for  your  places  like  Florida. 

Piech:  I  would  say  they  can  now  buy 
a  European  car  that  was  designed 
with  American  needs  in  mind.  What 
we  have  tried  to  build  is  the  one  car 
that's  the  best  of  both  worlds.  I  hope 
that  doesn't  sound,  ah,  what  do  you  say. .  .corny? 

charges,  additional  Come  test  drive  the  Audi  5000  at  your  local  Porsche-r- Audi  dealer. 


Quickly,  what 
would  you  say 
to  convince 
Americans  to  buy 
an  Audi  5000? 


Trends 


Edited  by  JOHN  A.  CONWAY 


Mme.  Governor 

The  White  House  search  for  the  first 
woman  governor  on  the  Federal  Reserve 
Board  is  stretching  out  into  an  indefinite 
future.  Vice  President  Walter  F.  Mon- 
dale  is  chief  of  the  headhunters.  The 
initial  list  of  possibles  included  Nancy 
Teeters,  top  economist  for  the  House 
Budget  Committee;  Alice  Rivlin,  direc- 
tor of  the  Congressional  Budget  Office; 
Courtenay  Slater,  senior  Commerce  De- 
partment economist;  Carol  Greenwald, 
the  Massachusetts  banking  commission- 
er; and  Muriel  Siebert,  New  York  State's 
superintendent  of  banks.  (Marina  Whit- 
man, first  woman  to  serve  on  the  Council 
of  Economic  Advisers,  was  not  on  the  list 
because  the  Fed  already  has  an  interna- 
tional economics  expert,  Henry  Wallich, 
and  "they  don't  need  two  international 
types,"  Whitman  says.)  Several  choices 
considered  so  far  have  run  into  objec- 
tions from  within  the  Administration, 
and  the  word  is  that  Mondale  and  his 
group  will  put  off  a  nomination  until  after 
the  Panama  Canal  treaties  are  cleared  by 
the  Senate  (which  will  have  to  confirm 
the  Fed  appointment). 

ERA,  Army-Style 

Another  male  bastion  has  been 
breached.  For  the  first  time  in  its  long 
history,  the  elite  Third  Infantry  Regi- 
ment, the  "Old  Guard,"  will  have  wom- 
en in  the  honor  formations  it  musters  for 
White  House  and  Pentagon  ceremonies. 
The  Third,  based  in  Ft.  Myer,  Va. ,  hard 
by  the  Pentagon,  is  training  two  women 
soldiers,  both  5  feet  10  inches  or  over  in 
height,  for  this  special  duty.  (Part  of  the 
training  is  to  give  them  a  more  masculine 
gait.)  The  Old  Guard  was  pressed  into 
the  move  after  the  Air  Force,  which  has 
put  women  in  its  honor  guards  com- 
plained to  Rosalynn  Carter  about  the 
Army's  all-male  formations. 


Tokyo's  Troubles 

Japan's  economic  troubles  are  multi- 
plying. Last  year  saw  18,000  business 
failures,  a  record  in  both  numbers,  and 
liabilities.  And  the  number  is  staying 
high  this  year,  with  the  1978  collapses 
involving  bigger  companies.  U.S.  ana- 
lysts report  a  15%  to  20%  drop  in  manu- 
facturing profits  during  the  last  half  of 
1977  and  say  net  skidded  to  4%  of  sales, 
half  the  figure  of  a  few  years  ago.  Many 
Japanese  firms  have  stopped  dividends 
and  three-quarters  of  the  top  companies 
have  been  selling  off  real  estate  in  recent 
months  (as  has  the  city  of  Tokyo  itself). 
The  complex  of  ills  results  from  a  combi- 
nation of  falling  demand  at  home,  grow- 
ing protectionism  against  Japanese  prod- 
ucts abroad  and,  of  course,  the  soaring 
yen,  which  has  been  pushing  up  prices  of 
the  country's  exports. 

Beware  The  Greeks 

The  top  Athens  banker,  Angelos  An- 
gelopoulos,  director  of  the  National  Bank 
of  Greece,  has  an  idea  for  building  up 
the  U.S.  economy.  He  has  asked  Presi- 
dent Carter,  Angelopoulos  says,  to  ar- 
range $15  billion  in  loans  to  developing 
countries,  with  no  interest  for  five  years 
and  low  rates  for  the  next  ten.  The  mon- 
ey would  be  used  to  buy  U.S.  goods, 
thus  building  up  American  markets  over- 
seas. With  a  $60-billion  deficit  built  into 
this  present  budget,  Mr.  Carter  has  so 
far  made  no  response. 

If  You  Can't  Lick  'Em  .  .  . 

Fannie  Mae  or,  more  formally,  the 
Federal  National  Mortgage  Association 
could  be  in  for  a  different  kind  of  direc- 
tor, one  straight  from  Wall  Street. 
Gruntal  &  Co.  economist  Elliot 
Schneider,  who  describes  himself  as  the 
"oldest  living  analyst  in  Fannie  Mae," 
has  put  his  name  in  the  running  for  one 


of  ten  shareholder-elected  seats  (the 
White  House  names  the  other  five)  for 
the  Association,  a  private  corporation 
chartered  by  Congress  to  provide  mort- 
gage funds  for  housing.  Schneider,  who 
has  specialized  in  the  company  for  20 
years,  says  he  was  motivated  by  com- 
plaints from  "a  number  of  Fannie  Mae 
shareholders"  (he  is  one  himself)  about 
the  trouble  with  Housing  &  Urban  De- 
velopment Secretary  Patricia  Harris. 
She  apparently  is  leaning  on  it  to  put 
more  funds  into  low-income  housing. 
Schneider  and  others  think  Fannie  Mae 
should  be  run  like  the  profit-making 
business  Congress  wanted  it  to  be.  He 
is  unhappy,  for  instance,  because  the 
board  failed  to  raise  the  dividend  this 
year  despite  rising  earnings.  So  he  is 
asking  Fannie  Mae  shareholders — an 
important  part  of  his  research  letter's 
audience — to  vote  for  him  in  the  May 
18  election,  and  says,  though  cautiously, 
that  he  has  a  "substantial"  number  of 
pledges.  ("I  won  t  say  votes,"  he  adds. 
"I  had  a  superstitious  mother.") 

Argentina's  New  Lifestyle 

One  sacrifice  to  Argentina's  economic 
turnaround  seems  to  be  the  famous  pam- 
pas lifestyle.  Instead  of  the  traditional 
three-hour  lunch  and  siesta  break,  Bue- 
nos Aires  businessmen  are  now  downing 
four-ounce  hamburgers,  southern-fried 
chicken  and  40-cent-a-cup  wine  at  one  of 
the  new  300-seat  "Cheburger"  restau- 
rants operated  by  a  local  firm  called 
Sandwich  S.A.  (The  "che"  is  Spanish  for 
"Hi"  with  no  links  to  Fidel  Castro's 
henchman,  the  late  Che  Guevara.)  The 
foreshortened  lunch  hour  is  only  one 
sign  of  a  reawakening  economy.  Argenti- 
na's military  rulers  have  managed  to  beat 
down  inflation  from  a  horrendous  900% 
rate  to  a  still  scarifying  160%  a  year,  and 
the  budget  deficit  has  been  reduced 
from  13.6%  of  the  gross  national  product 
to  a  planned  1%  for  1978.  Last  year  meat 
exports  climbed  19%,  to  773,000  tons, 
and  grain  shipments  passed  18  million 
tons,  highest  for  the  century.  With  inter- 
est rates  retreating  from  last  December's 
staggering  125%,  the  bolsa,  Buenos 
Aires'  stock  exchange,  is  booming,  with 
recent  daily  trading  running  at  a  90- 
million-share  average. 

Here  Come  The  Engineers 

The  engineer  is  once  again  industry's 
fair-haired  boy — or  girl — according  to 
corporate  recruiters  and  university 
placement  officers.  The  backlash  against 
technology  sparked  by  the  Vietnam  War 
and  fueled  by  the  campaigns  of  the  envi- 
ronmentalists produced  a  sharp  drop  in 
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Honor  Guard:  White  House  welcomes  (here  for  Tito)  will  be  getting  a  new  touch. 


EVEN  IF  YOUR  PENSION  FUND 
HAD  A  GOOD  YEAR, 

TELL  IT  TO 

THE  MARINE 


As  good  as  our  performance  is, 
Marine  Midland  doesn't  believe  that 
performance  is  the  only  way  to  judge 
management.  We  believe  there  are 
other  important  issues  to  consider 
in  addition. 

That's  why  you  should  ask  your- 
self these  questions— even  if  your 
pension  fund  had  a  good  year. 

Does  the  performance  run  hot  and 
cold  as  the  market  runs  hot  and  cold? 

Will  the  investment  philosophy 
that  worked  in  the  past  be  flexible 
enough  to  work  tomorrow? 

Do  you  feel  comfortable  with  the 
long-term  goals  set  up  for  you? 

Understanding  this  total  picture 
is  the  way  we  approach  pension  funds. 
And  it's  paid  off. 

Marine  Midland  had  the  highest 
rate  of  return  on  a  5-year  basis  for 


collective  equity  funds  among  the 
largest  25  U.S.  bank  trust  departments.1 

We  also  ranked  first  in  1-year 
performance.  And  number  seven  in  the 
3-year  category.  (All  periods 
ending  12/31/77.  )2 

In  fact,  Marine  Midland  is  one  of 
the  few  major  investment  managers 
whose  collective  equity  fund  has  beaten 
the  Standard  &  Poor's  average  over 
the  last  5  years. 

If  you  want  the  kind  of  performance 
that  goes  deeper  than  just  a  good 
rate  of  return,  tell  it  to  the  Marine. 
Contact  Mr.  Robert  L.  Kuney, 
Vice  President,  Marine  Midland  Bank, 
250  Park  Avenue,  N.Y.,  N.Y.  10017, 
telephone  (212)  949-6511. 

'7h<s<  Assets  of  Insured  Commercial  Banks,  Joint 
Publication  of  Comptroller  of  the  Currency,  FD1C,  and 
Federal  Reserve  Board,  latest  issue. 

-Pensions  and  Investments'  Performance  Evaluation 
Report  (P.I.P.E.R.)  -Comparative  Data  through  12/31/1977. 


MARINE  MIDLAND  BANK 

uffalo,  New  York  City  (212-797-5963),  Beirut,  Bogota.  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong.  Jakaita.  London  (011-441-628-2230),  Madrid,  Manila, 
Mexico  City,  Nassau,  Panama,  Paris,  Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran,  Tokyo,  Toronto. 


INTRODUCING  A  NEWLY  REPRINTED  AMERICAN  CLASSIC... 

MEN  WHO  MADE  AMERICA  GREAT 

by  B.C.  FORBES,  founder  of  FORBES  MAGAZINE 


THE  HAMILTON  PRESS 

910  Elm  Grove  Road 


Elm  Grove,  Wise  53122 


Please  send  me  copies  of  MEN  WHO  MADE  AMERICA 

GREAT  by  B.C.  Forbes,  at  $10.00  each  postpaid.  My  total  payment  of 
$  is  enclosed  herewith. 

NAME  :  

Address  

City  


.State. 


.ZIP. 


Please  bill  by  D  Master  Charge    □  VISA 


card  acc't  H 


Signature 


Armour,  Bell,  Carnegie,  Edison,  Ford, 
Morgan.Guggenheirn,  Rockefeller, Schwab, 
Willys,  Woolworth  are  just  a  few  of  the 
Titans  of  American  Business  dynamically 
portrayed  in  this  unique  Handbook  of 
Success. 

In  1917  B.C.  Forbes  launched  the 
Forbes  Magazine,  and  in  the  process 
interviewed  the  50  most  powerful  men  in 
America.  He  gleaned  from  them  their 
many  secrets  to  success,  and  used  these 
interviews  as  the  basis  for  his  famous 
MEN  WHO  MADE  AMERICA  GREAT. 

This  bestseller  is  now  reprinted  in 
its  entirety,  including  lovely  photographs 
of  each  great  leader.  Forbes  reveals  many 
obscure  facts  from  the  age  of  empires  in 
America. 

Half  were  born  to  desperate  poverty, 
few  had  any  formal  education,  many  were 
stupendous  failures  early  in  life.... but  all 
possessed  that  rare  hunger  for  their  later 
enormous  triumphs.  All  had  the  capacity 
to  thrive  on  incredibly  hard  work. 


As  children,  Henry  Ford,  Thomas 
Edison  and  Frank  Woolworth  were 
considered  to  be  incompetent.  Read  what 
they  did  to  overcome  this  burden. 

Read  about  the  rugged-individualism 
that  created  AT&T,  American  Tobacco,  I 
du  Pont,  Eastman  Kodak,  Anaconda,  * 
Ford  Motor  Co.,  Panama  Canal  Co.,  New  I 
York  Life,  United  Fruit,  Sears  Roebuck.  | 
The  long  shadow  of  these  men  touch  our  ■ 
lives  each  and  every  day. 

SEND  TODAY  for  this  480  page  i 
classic  of  American  History,  and  then  I 
enjoy  one  or  two  fascinating  interviews  . 
per  night. 

Not  only  do  we  guarantee  your  . 
satisfaction  with  a  14  day  money-back  I 
guarantee,  we  guarantee  your  enjoyment  ■ 
of  this  American  Classic.  Visa  and  I 
MasterCharge  are  welcome.  For  airmail  ■ 
delivery  please  add  one  dollar. 


ROOF  REPLACEMENT 
IS  TOO  COSTLY 


Recondition  your  roofs  with  the  economical 
Randustrial®  Roof  Spray  Process.  SHIELD- 
TITE®,  our  premium  liquid  roof  protector, 
will  rejuvenate  and  waterproof  your  old  felt 
roof  for  less  than  eight  cents  per  square  foot. 
The  work  is  done  by  your  men  using  our 
equipment  and  proven  procedures.  Inquire 
for  a  FREE  copy  of  our  64  page  Maintenance 
Catalog  and  an  opportunity  to  view  our  new, 
4  minute  color  roofing  movie. 

NAME  

TITLE  

COMPANY  

ADDRESS  

CITY  


STATE,  ZIP. 
TEL.  NO  


JT       J I  Randustrial,, 
*.|  Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland,  Ohio  44120 
Telephone  (216)  283-0300 


r 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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engineering  enrollments  in  the  early 
1970s,  from  77,500  a  year  in  the  late 
1960s  to  fewer  than  52,000  in  1972.  This 
June  only  about  45,000  new  engineers 
will  get  their  bachelor's  degree.  Industry 
is  waiting  to  snap  them  up  in  all  disci- 
plines, chemical,  electrical  and  mechani- 
cal. The  surge  in  demand  was  started  by 
the  1973  oil  embargo,  which  focused  at- 
tention on  finding  new  and  more  effi- 
cient power  resources.  It  also  dawned  on 
many  that  to  produce  more  than  talk 
about  a  better  environment,  engineers 
were  needed  to  solve  problems  like  pol- 
lution. Current  business  expansion 
plans,  plus  the  continuing  emphasis  on 
environmental  problems,  are  feeding  the 
demand.  The  result:  This  June's  45,000 
engineering  graduates  will  command  be- 
ginning salaries  of  $16,500  and  up.  And 
engineering  enrollment  next  fall  is  ex- 
pected to  reach  close  to  90,000. 

How  Safe  Is  Safe? 

The  potential  dangers  of  nuclear  pow- 
er plants,  Topic  A  among  U.S.  pundits 
and  pickets,  apparently  is  not  of  even 
passing  interest  in  much  of  the  rest  of  the 
world.  Castro's  Cuba  is  scheduled  to  re- 
ceive two  Soviet-built  440-megawatt  nu- 
clear generating  plants — and  they  will 
have  neither  containment  buildings  nor 
emergency  backup  cooling  systems  for 
their  pressurized  water  reactors.  Such 
extras,  part  and  parcel  of  all  U.S.  nuclear 
installations,  are  rarely,  if  ever,  em- 
ployed by  Soviet  builders.  Libya,  in  fact, 
which  is  also  in  line  for  Soviet  reactors,  is 
shopping  in  other  countries  for  these 
standard  Western  safety  features. 

Sunset  Over  Washington 

Although  their  efforts  have  come  to  nil 
in  the  present  Congress  (and  in  the 
preceding  one),  proponents  of  a  "sunset 
law"  to  force  a  federal  regulatory  agency 
to  self-destruct  unless  the  President  and 
Capitol  Hill  confirmed  its  necessity,  have 
no  intention  of  giving  up  the  fight.  A  bill 
covering  11  agencies,  proposed  this  year 
by  California's  Representative  Jim  Lloyd, 
is  languishing  in  the  House  Government 
Operations  and  Rules  Committees.  So 
the  Los  Angeles  Democrat  and  his  70 
cosponsors  will  try  another  tactic.  When 
they  spot  a  "germane"  bill — one  legislat- 
ing a  change  in  a  regulatory  agency,  for 
example,  they  plan  to  attach  their  self- 
destruct  provision  as  a  rider.  Their  next 
chance,  they  think,  could  be  a  bill  on  the 
Interstate  Commerce  Commission,  one 
of  the  agencies  on  Lloyd's  hit  list.  The 
other  ten  range  from  the  Securities  & 
Exchange  Commission  to  the  Civil  Aero- 
nautics Board  to  the  Federal  Trade 
Commission.  ■ 
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The  IDS  represen 
His  business  is  helping  you 
make  more  out  of 

your  business. 


One  of  the  biggest 
mistakes  a  small 
business  man  can 
make  is  to  think  of  his 
business  as  just  a 
business  instead  of  as 
a  valuable  investment. 

The  IDS  repre- 
sentative can  offer  you 
a  balanced  financial 
plan  designed  to 
help  increase  the  value 
of  that  investment. 

He  can,  for  example, 
show  you  a  wide 
variety  of  ways  to  cut 
your  business  taxes... 
legally 

He  (or  she)  can 
help  you  set  up  and 
maintain  pension,  profit 
sharing  and  insurance 
programs... and  help 
you  explain  them 
to  your  employees.  He 
can  offer  ideas  on 
your  personal 


investments  and  many 
financial  aspects  of 
your  business  as  well. 

His  suggestions 
will  be  more  than 
just  his  alone.  Because 
he  is  backed  up  by 
the  resources  of 
a  headquarters  staff 
that  includes  stock 
analysts,  trust  experts, 
insurance  advisers, 
accountants,  tax 
analysts,  attorneys,  and 
actuaries. 


We  help  people 


Talk  to  an  IDS 
representative  about 
making  more  out  of 
your  business.  It 
makes  sense. 

Call  800-447-4700 
(in  Illinois  call  800- 
322-4400),  or  write  to 
John  F.  Kelly, 
Vice  President, 
Investors  Diversified 
Services,  Inc., 
Minneapolis,  MN 
55402. 


manage  money 


would  Your  company 
Logo  Make  a  Great 
Looking  Holiday  or 
promotional  Tie? 

.  .  .  or  would  it  be  more 
appropriate  reproduced 
as  blazer  buttons,  crests, 
scarves,  umbrellas, 
polo  shirts,  trousers 
or  jackets? 

Start  Thinking  Christmas 
Now!  Call  or  write  today 
for  our  new  brochure  illus- 
trating these  possibilities. 


$f  Chipp,  Inc. 

14  East  44th  St. 
New  York,  N.Y.  10017 
(212) 687-0850 
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INVESTMENT  OPPORTUNITIES 


TAX  SHELTERS 
POSITIONS  AVAILABLE 
BUSINESS  OPPORTUNITIES 
REAL  ESTATE,  ETC. 

Turn  to  pages  122-123 
of  this  issue  for 

CLASSIFIED 


The  Durable  Wetback 

A  year  ago,  when  Leonel  Castillo,  the 
38-year-old  controller  of  Houston,.  Tex., 
was  waiting  to  take  over  as  Jimmy  Car- 
ter's Commissioner  of  Immigration  & 
Naturalization,  Forbes  (May  1,  1977) 
studied  the  problems  he  would  face.  The 
appointment  held  special  interest  be- 
cause he  was  a  Mexican-American,  and 
the  huge  majority  of  "illegals"  in  the  U.S. 
had  crossed  from  Mexico  (as  had  the  new 
man's  own  grandfather),  Forbes'  conclu- 
sion was  downbeat:  "No  'solution'  now  in 
view  is  remotely  adequate." 

Has  Castillo  managed  to  rewrite  that 
gloomy  scenario?  Certainly  he  has  taken 
a  new  tack.  The  illegal,  in  his  view,  is  a 
problem  for  management,  not  police  ac- 


Castillo:  A  manager,  not  a  policeman. 

tion,  the  favored  tactic  of  prior  commis- 
sioners who  tried  mainly — and  futilely — 
to  block  the  2, 000-mile  Mexican  border. 

Castillo  didn't  abandon  the  blockade 
but  he  put  more  effort  into  such  items  as 
processing  legal  entry  applications.  He 
took  over  a  backlog  of  239,000  and  has 
worked  it  down  to  190,000.  He  is  also 
putting  his  files  into  a  computer  ("In  the 
Los  Angeles  office,"  he  says  with  dismay, 
"there  are  1.5  million  manually  handled 
files")  and  is  trying  to  speed  a  new  and, 
hopefully,  counterfeit-proof  alien  ID 
card.  Bv  1977  s  end  35,000  of  these  had 
been  issued;  the  1978  goal  is  400,000  and 
within  five  years,  4  million  to  5  million. 

The  policing  has  been  given  new  di- 
rections. Castillo  did  strengthen  the  Bor- 
der Patrol  but  also  created  a  new  170- 
agent  unit  charged  solely  with  moving 
against  the  smugglers  who  operate  the 
underground  routes  into  the  U.S. 

The  real  answers  are  probably  beyond 


any  commissioner.  An  expanding  Mexi- 
can economy  could  create  jobs  that 
would  keep  its  unemployed  at  home. 
Obviously,  Castillo  can  only  hope  and 
pray  for  that.  Or  the  answer  could  be  in 
Congress,  where  another  alien-control 
bill  is  in  the  hopper.  By  all  signs,  it  will 
stay  there,  certainly  for  this  session. 
House  Judiciary  Committee  Chairman 
Peter  Bodino  (D-N.J.)',  who  got  two  bills 
through  his  chamber  only  to  watch  them 
die  in  the  Senate,  is  leaving  the  initiative 
for  this  one  with  the  Senate.  And  that 
body  has  no  action  in  train  for  this  year. 
No  one  in  Congress,  moreover,  is  ready 
to  sponsor  this  bill,  with  its  prickly  provi- 
sions for  amnesty  for  illegals.  Bodino  and 
Senator  James  Eastland  (D-Miss.)  al- 
lowed their  names  to  go  on  it  only  as  a 
courtesy  to  the  White  House. 

Castillo's  root  problem  is  also  un- 
changed. U.S.  citizens  will  not  take  the 
necessary  but  menial  jobs  the  aliens  fill. 
Becently,  Castillo  took  part  in  a  raid  in 
the  Washington,  D  C.  produce  market 
that  netted  seven  illegals.  Spotting  a 
group  of  locals  around  an  ashcan  fire,  he 
asked  one  what  he  thought  of  aliens  tak- 
ing American  jobs.  The  answer:  "I  don't 
know  about  that.  I  don't  work." 


The  Caveats  Of  Convention 

Three  years  ago  the  Morgan  Guaranty 
senior  vice  president  handling  invest- 
ments for  employee  benefit  funds  could 
confidently  tell  Forbes  (June  i,  797.5): 
"There  is  no  question  we  are  in  a  bull 
market."  Carl  E.  Hathaway  was  echoing 
his  prediction  of  nine  months  earlier 
when  he  called  the  turn  on  the  big  stock 
market  upswing  of  the  1974-75  winter. 
"The  world,  Hathaway  had  decided 
then,  "is  going  to  make  it,"  and  if  corpo- 
rate profits  and  price/earnings  ratios  con- 
tinued to  improve,  he  thought  the  Dow 
Jones  industrial  average  could  reach 
1200  by  1979. 

Today,  with  a  far  different  world  and 
stock  market,  Hathaway  is  a  cautious 
man.  The  market's  current  doldrums  he 
blames  on  a  "litany  of  negatives:  the 
dollar's  weakness,  rising  interest  rates, 
the  'Washington  syndrome'  of  inability 
to  produce  anything  but  uncertainty 
and,  of  course,  inflation.  "  Last  year,  he 
notes,  the  share  of  employee  benefit 
funds  invested  in  equities — 25% — was  as 
low  as  in  any  postwar  period. 

Economic  and  investment  thinking, 
Hathaway  says,  now  falls  into  two  camps. 
The  first,  the  conventional  theory,  holds 
that  the  economy  will  continue  to  recov- 
er from  the  winter's  beating  and  peak 
some  time  next  year.  The  second,  or 
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Advertisement 


IBM  Reports 

Information:  protecting 
a  valuable  asset. 


In  a  very  real  sense,  information  today  has  become  a  valuable  asset. 

Modern  technology  has  made  it  possible  to  put  information  to  work  in  many 
ways  that  help  improve  the  quality  of  peoples  lives.  For  example,  computers  are 
helping  apply  information  to  provide  better  education,  improved  medical  care,  a 
cleaner  environment  and  taster,  more  efficient  service  to  consumers. 

Information  that  has  commercial  value  must  be  protected  like  any  other 
asset.  And,  of  course,  personal,  proprietary  or  confidential  information  must  also  be 
safeguarded.  Safeguarding  sensitive  information  has  always  been  necessary,  even 
when  it  was  stored  in  file  cabinets. Today,  much  information  is  stored  in  computers, 
and,  in  general,  it  can  be  made  more  secure  than  information  stored  by  other  means. 

Effective  security  measures  needed 

However,  as  the  cost  of  doing  work  with  computers  continues  to  decline, 
more  information  will  be  processed  by  computers  and  more  people  will  be  using 
them.  This  increases  the  need  for  effective  measures  to  protect  information  from 
accidental  destruction  or  unauthorized  use. 

This  is  a  matter  of  great  interest  to  IBM,  because  our  business  is  providing 
products  to  record,  process,  store,  communicate  and  retrieve  information.  Security 
is  a  key  consideration  in  the  development  of  those  products.  Basic  security  features 
are  built  into  individual  IBM  systems  to  meet  varying  levels  of  security  requirements. 
Additional  safeguards  are  available  to  meet  special  needs. 

IBM  has,  for  example,  developed  identity  verification  techniques  and  other 
methods  that  can  help  control  who  gains  access  to  the  information  within  a  computer 
system.  IBM  has  also  developed  a  cryptography  technique  and  special  equipment 
that  can  help  safeguard  information  communicated  by  computer  systems. 

Management  controls  necessary,  too 

But  quite  clearly,  technology  alone  cannot  ensure  the  security  of  informa- 
tion in  computer  systems.  Even  more  important  are  the  controls  and  procedures 
that  must  be  implemented  by  management  and  others  responsible  for  the  operation 
of  systems.  These  range  from  the  selection  of  a  secure  location  for  a  system  to  well- 
designed  rules  spelling  out  who  may  use  it  and  how  it  may  be  used.  To  assist  in  this 
area,  IBM  has  sponsored  several  major  studies,  held  seminars  for  some  22,000  com- 
puter users  and  distributed  more  than  700,000  publications  on  the  subject. 

IBM  will  continue  to  search  for  still  better  ways  to  safeguard  information  in 
the  products  we  develop  to  help  put  information  to  work  for  people. 


"That's  for  my  Chivas  Regal" 

Chivas  Regal  •  12  Years  Old  Worldwide  •  Blended  Scorch  Whisky  •  86  Proof  General  Wine  &.  SpinrsCo  ,  NY. 


Follow-through 


minority  tack,  is  that  the  peak  will  come 
in  the  first  half  of  this  year.  Morgan 
Guaranty's  own  economists  subscribe  to 
the  first  view,  but  Hathaway  is  not  so 
sure.  "The  degree  of  opportunity  in  the 
current  market,"  he  says,  "is  enormous." 
His  credo,  in  fact,  is  "caveat  convention- 
al wisdom,"  which  may  be  bad  Latin  but 
could  be  sound  advice. 

In  mid- 1975,  when  Hathaway  was 
talking  about  a  Dow  of  1200  by  1979,  his 
bank  had  committed  most  of  its  cash  to 
stock.  Now,  Hathaway  says,  he  is  main- 
taining a  "reasonably  large"  investment 
position  with  "modest"  cash  reserves. 

Hathaway  explains  the  present  weak 


Hathaway:  Unconventional  wisdom? 


stock  market  this  way:  A  direct  correla- 
tion exists,  he  says,  between  countries 
like  the  U.S.,  with  weak  currency  and 
high  interest,  growth  and  inflation  rates, 
and  others  like  Germany  and  Japan, 
where  interest,  growth  and  inflation 
rates  are  low  but  whose  money  is  strong. 
This  correlation,  in  his  view,  tells  why 
the  market  is  sagging  in  New  York  and 
climbing  in  Frankfurt  and  Tokyo. 

Hathaway  didn't  stand  pat  since  1975, 
of  course.  One  significant  shift,  and  one 
that  reflects  his  reservations  about  con- 
ventional wisdom,  was  his  major  invest- 
ment in  small-  and  medium-sized  com- 
panies— about  $1  billion  in  each.  There 
again,  he  moved  against  the  market 
grain.-  Many  experts  figured  that  capital 
would  shy  from  such  companies  and  that 
they  were  a  poor  bet.  He  has  realized  an 
average  annual  return  of  25%  on  the 
billion  he  has  put  into  small,  fast-grow- 
ing firms. 

Will  he  pursue  this  penchant  for 
small-  and  medium-sized  companies? 
Hathaway's  answer,  not  surprisingly,  is: 
"Caveat  conventional  wisdom.  ■ 
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Sprague  electronic 
:omponents  are  turnin 


jp  our  volume  50%. 


General  Cable's  acquisition  of  Sprague  Electric  Company 
greatly  expands  our  market  base,  increases  our  sales  volume  and 
provides  greater  profit  potential. 

Sprague  electronic  components  including  capacitors,  inte- 
grated circuits,  transistors,  hybrid  circuits  and  interference  filters  find 
wide  application  in  home  entertainment  products,  computers, 
autos,  telephone  equipment,  aerospace  and  countless  other  indus- 
trial and  consumer  products. 


General  Cable  produced 
and  installed  this  fiber  optic 
cable,  a  first 
in  lightwave 
communication 
...but  cable 
isn't  our 
only  business. 


Sprague  is  also  involved  in  MOS 
memory  circuits  and 
microprocessors  through  its 
investment  interest  in  Mostek 
Corporation. 

Sprague's  products  and 
markets  add  effective 
diversification  to  General  Cable's 
established  position  as  a  principal 
supplier  of  wire,  cable  and  related 
equipment  to  power  and  communi- 
cations utilities,  manufacturers,  and  the  construction  industry. 

Our  two  companies  belong  together.  Both  make  products  which 
though  different,  are  vital  links  in  the  transfer  and  control  of  electrical 
energy.  Both  have  earned  strong  positions  in  the  electrical  and 
electronic  markets  through  high  technical  standards,  innovation, 
product  quality,  and  service  reliability. 

When  a  world  leader  in  cable  applies  its  resources  to  other 
dynamic  areas— it  helps  you  lead  an  easier,  more  productive  life. 

For  further  information  write:  General  Cable  Corporation,  Dept. 

100-54,  500  West  Putnam  Avenue 
/^PP^rA  I         Greenwich.  Connecticut  06830 


ieneral 

'9bl©^^  More  than  cable. 


Readers  Say 


A  Ford  In  The  Future? 

Sir:  Re  "Jerry  Ford's  Running  Again 
And  That's  Good''  (Fact  and  Comment, 
Apr.  3).  You  could  be  a  good  prognosti- 
cator  but  don't  expect  a  decision  for 
some  months.  As  you  indicate,  I'm  doing 
a  wide  variety  of  activities  which  are 
enjoyable,  constructive  and  helpful  po- 
litically and  generally.  I  hope  to  continue 
the  present  profile  and  then  make  a  deci- 
sion dependent  on  factors  familiar  to 
both  of  us.  Let  me  assure  you — I  won't 
duck  any  responsibilities  in  1980. 

—Gerald  R.  Ford 
Rancho  Mirage,  Calif. 

SiR:  Your  comments  on  Ford's  poten- 
tial future  couldn't  have  been  expressed 
better.  It  seems  like  yesterday  that  peo- 
ple laughed  when  I  said,  "Stay  with 
Ford."  Now  they  just  murmur.  My  feel- 
ings don't  permit  satisfaction  because  the 
pain  of  what  Carter  is  doing  is  so  intense. 

— S.  Zelman 
Brooklyn,  NY. 

Billions  Here,  Billions  There 

SiR:  Re  your  article  on  income  taxes 
(Apr.  3).  We  always  seem  to  look  at 


social  services  or  defense  and  overlook 
the  unbelievable  "little"  grants  or  federal 
"loans"  that  add  up  to  billions.  A  couple 
of  years  ago,  two  university  professors 
here  in  Oregon  got  a  $36,000  grant  to 
study  a  better  way  to  make  sourdough 
French  bread. 

— H.M.  Niebling 
Portland,  Ore. 


Tiffany  Goofed 

SiR:  Re  your  comment  on  that  Tiffany 
advertisement  (Fact  and  Comment,  Apr. 
3).  The  facts  are  we  don't  charge  any 
shipping  and  handling  on  jewelry  over 
$200.  Our  advertising  department 
goofed  on  this  one. 

— Walter  Hoving 
Chairman, 
Tiffany  b-  Co. 
New  York,  N  Y. 


No  Discernible  Effects 

Sir:  In  the  article  "Today  Manny 
Hanny,  Tomorrow  The  World?"  (Mar. 
20),  you  say,  "More  recently,  however, 
the  miners  induced  Duke  Power  to  can- 
cel a  proposed  bond  offering  and  settle  a 
Harlan   County  strike  after  50  other 


unions  joined  in  a  pledge  to  invest  no 
pension  money  in  Duke  securities  until 
it  signed  with  the  UMW."  It  is  true  that 
the  UMWA  conducted  a  vicious  pres- 
sure campaign  against  the  company  in 
the  news  media  and  attempted  to  use  its 
economic  power  to  force  the  company  to 
sign  the  industrywide  contract  without 
modification.  We  saw  no  discernible  ef- 
fects from  any  of  their  efforts.  A  few  state 
employee  pension  funds  and  church 
groups  did  inquire  of  us  about  the  issues 
involved  in  the  strike.  To  the  best  of  my 
knowledge,  no  organization  which  in- 
quired voted  to  boycott  Duke  securities. 

— Carl  Horn  Jr. 
Chairman, 

Duke  Power  Co. 

Charlotte,  N.C. 


A  Gem  Of  A  Quote 

SiR:  Re  Harry  F.  Oppenheimer's 
quote  on  diamonds  and  gold  (Other 
Comments,  Mar.  6).  Tongue-in-cheek, 
he  often  uses  a  variation,  which  is:  "The 
diamond  business  is  based  on  the  vanity 
of  women  and  the  price  of  gold  on  the 
stupidity  of  men,  and  the  South  African 
economy  is  extremely  fortunate  to  be  so 


Rexnord... 

our  pollution 

control 
equipment 

solves 
wastewater 

treatment 
problems... 


Products  of  our  Envirex  subsidiary  are 
helping  more  than  5,000  communities 
and  industrial  plants  clean  up  streams 
and  rivers  and  allow  industrial  process 
water  to  be  recycled.  Special  water 
screens  help  protect  marine  life.  Other 
Rexnord  equipment  helps  make  the 


air  more  breatheable  and  dispose 
solid  waste  more  efficiently. 

Preference  for  Rexnord  qui 
reaches  throughout  the  world 
throughout  industry:  from  farm  ec 
ment  builders  to  miners,  lumber 
and  food  processors. 
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dependent  on  two  such  enduring  human 
qualities." 

— H.R.  Slack 
Johannesburg,  South  Africa 

Selling  Gold 

Sir:  Re  MSF's  suggestion  that  we  sell 
some  of  our  gold  hoard,  which  would 
"pay  for  over  a  year's  worth  of  oil  im- 
ports" (Fact  and  Comment,  Apr.  3).  If 
we  do  sell  our  "pile,"  perhaps  we  should 
save  enough  of  the  proceeds  to  purchase 
a  couple  more  printing  presses  to  pay  for 
the  1980  oil  bill. 

— Richard  E.  Greulich 
South  Bend,  Ind. 

Sir:  Now  that  MSF  has  decided  it 
would  be  wise  to  sell  off  our  entire  sup- 
ply of  gold  to  pay  for  one  year's  worth  of 
oil,  I  would  like  to  ask  him  what  he 
would  use  to  pay  for  the  next  year's 
supply. 

A  used  balloon,  filled  with  hot  air? 

— E.J.  rappan 
Scranton,  Pa. 

SiR:  I  continue  to  be  fascinated  by 
Fact  and  Comment.  In  a  jiffy,  I  can  get 


the  thinking  of  the  Know-Nothings. 

— William  J.  O'Connor 
New  York,  NY. 


A  Transcontinental  Carrier 

SiR:  You  described  Western  Airlines 
as  a  "feeder  line  serving  smaller  cities  in 
the  West"  (Mar.  20).  Western  Airlines  is 
a  transcontinental  carrier  (Los  Angeles- 
Miami),  and  in  terms  of  revenue  passen- 
ger miles,  in  1977  was  the  eighth  largest 
carrier  in  the  U.S.  We  serve  virtually 
every  major  metropolitan  center  from 
Minneapolis/St.  Paul  to  Honolulu  and 
from  Anchorage  to  Acapulco. 

— Ray  Silvius 
Vice  President-Corporate  Affairs, 
Western  Airlines 
Los  Angeles,  Calif. 

We  Keep  Up 

Sir:  Re  your  [critical]  article  on  J. A. 
Jones  Construction  Co.  ("Keeping  Ahead 
Of  The  Joneses."  Apr.  3).  We  ranked 
second  in  1977  among  contractors  who 
do  no  design  with  our  in-place  volume  of 
over  $911  million.  The  Officers  Club  in 
Saudi  Arabia  was  delayed  by  incomplete 
plans,  a  multitude  of  changes  and  a  disas- 


trous fire.  We  received  commendations 
from  the  Corps  of  Engineers  for  the 
quality  of  this  project.  Our  savings-stock 
purchase  plan  for  employees  ensures 
that  the  trend  away  from  family  stock 
ownership  will  continue.  The  market 
value  of  our  stock  over  the  past  17  years 
has  increased  more  than  500% — proof  of 
the  success  of  long-range  planning  insti- 
tuted in  1960.  The  "cowboy"  boots  were 
actually  fur-lined  apres  ski  boots  which  I 
wore  because  the  heat  was  turned  down 
as  requested  by  President  Carter. 

— Edwin  L.  Jones  Jr. 
Chairman  and  President, 
J. A.  Jones  Construction  Co. 

Charlotte,  N.C. 


How  He's  Listed 

SiR:  Re  your  comments  about  Ben 
Heineman  and  his  son,  Benjamin  (Fact 
and  Comment,  Mar.  20).  The  Federal 
Executive  Telephone  Directory,  which  I 
publish,  lists  Benjamin  as  B.W.  Heine- 
nan,  Jr.,  at  the  request  of  his  office. 

— Thomas  E.  Carroll 
Publisher, 
Carroll  Publishing  Co. 
Washington,  D.C. 


J^Sftt  and  preserves  our  environment. 


r  more  information  on  Rexnord, 
copies  of  our  annual  report  and 
:orporate  brochure.  Write  W.  C. 
linger,  Chairman,  Rexnord  Inc., 
Box  2022,  Milwaukee,  Wisconsin 
11. 
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Rex  gravel  bed  dust  filters  remove  up  to  99%  Rex  landfill  compactors  make  possible 
of  the  air  pollutants  in  cement  mills.  greater  capacity  for  sanitary  landfills. 

Envirex  wastewater  treatment  equipment  is 
used  in  treatment  plants  around  the  world. 


Rexnord 
//////Iff 
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Tuning  in  together. 


a  series  of  paintings  bv  Joseph  Csatan  depicting  Taft  Broadcasting  Activities. 


Grandfather's  memories  live  with 
the  old  set,  but  today,  radio's  vitality  is 
a  part  of  everyone's  daily  life. 

Radio  is  an  important  part  of  our  life 
at  Taft  Broadcasting  Company.  Our 
radio  stations  continue  to  contribute 
both  profit  growth  and  important  serv- 
ice to  each  of  their  communities. 


People  want  entertainment  and  in- 
formation, and  that's  our  business.  With 
radio  and  television  stations,  Hanna- 
Barbera  Productions  and  themed 
amusement  parks,  we're  in  some  of  the 
best  growth  industries  around. 

For  more  information  about  our 
record  breaking  performance,  drop  a 


note  on  your  letterhead  to  —  Mr.  Johr 
T.  Lawrence,  Jr.,  Taft  Broadcasting 
Company,  1906  Highland  Avenue 
Cincinnati,  Ohio  45219. 


Broadcasting  Company 


Informing  and  entertaining  the  American  family 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


PRESIDENT  CARTER  HAD  BETTER  GET  HIS  ACT  TOGETHER 


if  he  really  wants  his  prayers  about  the  inflation  rate  answered. 
Even  the  Lord  might  be  unable  or  unwilling  to  help  if  the 
supplicant  asks  on  the  one  hand  for  something  he  makes 
impossible  with  the  other  hand. 

How  can  the  rate  of  inflation  hold,  let  alone  abate,  when  in 
recent  months  Administration  measures  have  added  multiple 
additional  $billions  to  federal  spending  and  deficit? 

To  wit:  The  Carter  agricultural  policy,  already  passed  and 
more  proposed,  adds  $billions  to  food  prices;  the  minimum 
wage  has  been  upped  by  15%;  Social  Security  taxes  are  way  up 
and  more,  much  more  of  the  same  is  ahead.  The  dollar  debacle 
abroad  brings  higher  prices  for  every  item  of  our  ever-expand- 


ing imports;  the  coal  "settlement"  spells  increased  prices  for 
energy  users,  from  home  owners  to  steelmakers;  higher  postal 
rates,  unemployment  insurance  rates  add  more  fuel.  Then,  as 
prospects  for  a  SALT  agreement  fade,  huge  additional  defense 
spending  will  be  required.  And  think  what  it  will  cost  to  meet 
the1  promises  made  to  get  the  Panama  Canal  treaty  approved. 

With  the  President  so  responsive  to  assorted  gimme 
groups — here  a  $billion,  there  a  $billion,  everywhere  more 
Sbillions — inflation  s  being  fanned,  not  fought. 

If  the  inflation  rate  runs  back  up  to  8%  or  9%  or  10%  in  the 
next  30  months,  there  could  well  be  a  1980  Ford  in  Mr. 
Carter's  future. 


TACTICAL  NEUTRON  BOMBS  WOULD  MAKE  NATO 


matter  to  a  far  greater  degree  as  a  military  counter  to  the  Red 
men  and  tank  masses  massed  against  Western  Europe.  Russia 
is  upset  at  the  prospect,  branding  the  weapon  "a  capitalist 
bomb"  that  would  destroy  people  but  not  property.  Russia,  of 
course,  is  no  menace  to  either  in  Western  Europe. 

So  the  President,  to  avoid  ireing  the  U.S.S.R.,  which  has 


been  so  cooperative  with  us  in  Africa,  the  Middle  East  and 
everywhere  else,  has  on  his  own  indefinitely  postponed  devel- 
opment of  the  neutron  bomb. 

By  thus  making  the  Russians  happy,  the  Reds  will  love  us 
more,  threaten  us  less. 

Yes,  Comrades,  there  is  a  Santa  Claus. 


DOES  THE  U.S.  WANT  A  BLOODY  RHODESIAN  "SOLUTION"? 


Can  you  understand  what's  with  Carter  and  our  State  De- 
partment, the  British  and  so  many  in  the  U.N.?  They  appear  to 
be  upset  by  and  actively  opposing  the  solution  that  Rhodesia's 
white  government  has  arrived  at  with  the  three  most  eminent 
Rhodesian  black — nonterrorist — leaders.  They've  arrived  at  a 
real  agreement,  already  in  operation,  toward  a  transition  to 
majority  rule,  i.e.,  a  fully  participating  black,  democratically 
elected  government. 

Prime  Minister  Ian  Smith  has  finally  been  forced  into  doing 
what  everyone  has  so  long  sought. 

Now,  we're  unhappy  that  the  two  black  Rhodesians  seeking 
to  accomplish  that  end  by  terrorism  are  furious — apparently 
because  neither  of  them  may  get  the  total  power  he  contem- 


plated from  leading  a  bloody  revolution. 

Why  are  we  seemingly  conniving  so  that  these  two,  in  the 
name  of  democracy,  can  destroy  the  beginnings  of  it  in  Rhode- 
sia? Does  anyone  seriously  doubt  that,  once  they  have  slit  the 
throats  of  rival  black  moderate  leaders,  they  will  be  at  each 
other's?  And  does  anyone  doubt  that  the  survivor  will  savagely, 
bloodily  suppress  any  and  all  opposition? 

Rhodesia  needs,  Africa  needs,  the  U.S.  needs,  the  U.N. 
needs  another  Aminesque  dictator  like  they  need  holes  in  their 
heads. 

Imagine,  we're  throwing  our  weight  against  a  real  chance  for 
a  sane  solution. 

Being  Horned  once  (in  Ethiopia)  isn't  enough? 


FORBES,  MAY  1,  1978 


19 


HOWARD,  KEEP  THAT 

Because  McDonald  s,  Burger  King,  Kentucky  Fried  Chick- 
en, Pizza  Hut,  Gino's  and  all  the  fast-fooders  have  come  along 
so  far  so  fast,  Hojo's  Howard  Johnson,  able  son  of  a  father  who 
pioneered  quality  goodies  for  motoring  American  families,  is 
concerned  because  his  company's  growth  has  not  been  so  swift 
of  late.  According  to  Forbes  (p.  25),  he's  going  to  fiddle  with 
the  image. 

Please,  Howard,  don't  fiddle  with  it  very  much. 

Where  else  on  the  road  can  one  find  a  restaurant  com- 
plete with  waitresses,  real  sandwiches,  great  hot  plates, 
super  sodas,  milk  shakes,  sundaes — and  drinks,  too?  The 


ORANGE  ROOF  AS  IS 

plasticized  chains  of  instant  specialties  give  a  great  money's 
worth.  They  super-successfully  serve  a  need.  But  who  except 
Howard  Johnson  has  so  many  restaurants  without  that  eat- 
and-run  tempo? 

Okay,  Howard,  try  different  things  like  Ground  Bound,  and 
throw  out  the  franchisers  who  don't  live  up  to  the  Hojo  image. 
But  please  don't  mess  around  with  those  dependable,  so-good 
goodies  under  the  Orange  Boof! 

As  anyone  who  has  eaten  at  90%  of  the  tollroad  and  highway 
franchisers  that  are  not  Hojos  can  verify,  your  image  is  good — 
real  good. 


THE  RETURN  OF  "MEN  WHO  ARE  MAKING  AMERICA 


59 


In  the  same  year  that  my  father  founded  Forbes,  1917,  his 
book  Men  Who  Are  Making  America  was  a  best-seller.  It 
contained  the  biographies  of  that  era's  50  biggest  tycoons, 
many  of  these  understandably  reticent  corporate  barons  being 
profiled  for  the  first  time. 

On  the  occasion  of  Forbes  30th  year,  a  new  50  were  feted, 
another  50  Foremost  published.  On  our  40th  and  50th,  new 
successes  were  compiled,  new  names  compared  with  the  old. 
But  the  book  that  had  spawned  this  ongoing,  absorbing  compi- 
lation and  comparison  over  the  past  61  years  had  long  since 
passed  out  of  print.  We've  been  hard  put  to  find  and  keep  an 
occasional  copy. 

When  what  to  my  wondering  eye  should  appear  one  day  not 
long  ago  in  the  Wall  Street  Journal  but  an  advertisement  for 
Men  Who  Made  America  Great  by  B.C.  Forbes — published  by 
the  "Hamilton  Press."  In  answer  to  our  query  and  book  order 


came  this  explanation  from  owner  Michael  Bice: 

"One  day  while  in  Bern,  Switzerland  I  found  a  copy  of  Men 
Who  Are  Making  America  by  B.C.  Forbes.  Loved  it,  absolute- 
ly loved  it.  Found  that  the  copyright  had  expired  and  thought 
that  this  is  the  type  of  book  that  should  be  reprinted. 

"I  decided  to  go  back  into  the  publishing  business.  So  that 
is  how  I  came  to  republish  it  under  the  title  Men  Who  Made 
America  Great.  Happy  to  say  the  book  is  selling  very  well." 

My  first  reaction  was  one  of  anger  at  the  act  and  of  ire  with  us 
for  copyright  negligence.  On  second  thought,  though,  it's 
unlikely  we  would  ever  have  reprinted  the  book,  and  so  we're 
kind  of  glad  it's  available  again  as  described  in  the  advertise- 
ment on  page  10. 

I'm  equally  sure  my  father  would  be  pleased,  though  it 
would  much  bother  his  Scottish  soul  that,  if  there's  money  still 
to  be  made  from  his  work,  it's  not  Forbes  that's  making  it. 


JUDGING  FROM  THEIR  GURU-VY  LIFESTYLES 

many  of  our  prophets  are  not  without  profit. 

Their  success  is  measured  more  by  their  bottom  lines 

than  their  heavenly  ones. 


YOU'VE  HEARD  OF  B.C.  A? 

Those  of  us  a  bit  older  than  today's  average  age  were  lucky 
enough  to  snag  our  wives  before  the  poor  girls  discovered  they 
were  unliberated. 

Before  Women's  Liberation,  one's  wife  didn't  think  it  was  a 
put-down  to  be  able  to  cook  a  meal — though  sometimes,  early 
on  in  marriage,  it  was  on-the-job  training.  "Sharing"  household 
chores  meant  I  carried  the  dishes  to  the  sink,  but  didn't  have  to 
do  em,  too. 

Beading  Super-Wealth,  a  book  about  the  lives  of  today's 
incomprehensibly  wealthy  Middle-Eastern  oilers,  even  the 
worst  male  chauvinist  has  to  wish  he  could  sic  a  few  of  our  more 
indomitable  Libbers  on  those  sheiks. 

It  isn't  as  it  used  to  be  here,  in  the  sense  of  "a  woman's 
place  is  in  the  home."  There,  women  have  no  place  at  all, 
except  perhaps  occasionally  in  the  sack  if  the  husband  isn't  too 
exhausted  by  all  his  alternatives. 
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)  A.D.— REMEMBER  B.W.L.? 

Author  Linda  Blandford  quotes  one  prominent  Saudi  s  wife, 
who  sounds  as  though  she's  got  the  problem  well  in  hand: 

"Tammam  has  one  philosophy  about  life — it's  a  woman's  job 
to  please  her  man.  Now  listen  to  me.  You're  older  than  1  am, 
and  I  don't  mean  to  be  unkind,  but  you  evidently  haven't  been 
able  to  hold  a  man  so  far.  Just  remember  that  every  man,  no 
matter  how  big  he  is  in  the  world,  he's  a  child.  You  know  what 
I  mean?  Not  a  child  to  cry  or  anything,  but  he  needs  warmth, 
love,  affection  and  that  means  that  when  he  comes  home  from 
the  office  he  must  find  you  cheerful  and  beautiful.  That's  how 
you  make  sure  that  he  will  always  come  back.'  And  the  last 
devastating  thrust.  Then  you'll  be  able  to  get  anything  you 
want  from  him.'  ' 

Come  to  think  of  it,  thus  handled,  in  what  country,  culture, 
time  or  place  would  that  approach  ever  fail? 

Try  us,  ladies. 
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GOOD  FOR  BURGER 


While  I  think  that  many  of  Chief  Justice  Warren  Burger's 
Supreme  Court  votes  are  narrow  to  the  point  of  missing  the 
point,  he  personally  displays  the  greatest  gumption  in  speaking 
out  about  some  of  the  painful  shortcomings  of  both  courts  and 
lawyers. 

Because  he  has  previously  lit  into  incompetent  trial  lawyers, 
many  in  the  American  Bar  Association's  House  of  Delegates 
were  all  set  to  pass  a  resolution  condemning  Burger's 
condemnation. 

He  appeared  before  his  would-be  censors  and  repeated  even 


more  firmly  what  he's  said  before,  i.e.,  "In  literally  thousands 
of  trial  records,  a  large  percentage  consumed  double  or  more 
the  time  which  well-trained  trial  lawyers  would  have  required. 
To  treat  a  bare  certificate  of  admission  to  practice  law  as  a 
passport  to  try  any  and  every  kind  of  case  in  any  court  makes  no 
more  sense  than  to  say  that  a  medical  school  degree  qualifies 
the  holder  to  perform  every  kind  of  surgery.  " 

The  proposal  of  the  angered  barristers  to  demand  he  prove 
his  case  lost  out  in  the  voting. 

I  guess,  on  reflection,  too  many  feared  he  would. 


NOW  THIS  IS  DESCRIPTION 

From  the  literature  describing  the  alarm  on  a  tiny  new  clock: 
"Its  sound  is  the  equivalent  of  a  four-pound  mosquito. 


ONE  THING  TO  BE  SAID 

for  inherited  money — it  beats  not  having  any. 


HAVING  PLENTY  OF  DOLLARS 

can  sometimes  substitute  for  having  little  sense. 


A  TRUE  STOCK  MARKET  RECOVERY— NOT  UNTIL  1991? 


It  took  nearly  a  quarter  of  a  century 
after  the  1929  Crash  for  the  stock 
market  to  reach  its  pre-Depression 
high.  How  long  will  it  take  the  market 
to  exceed,  in  real  terms,  its  current 
record,  achieved  back  in  January 
1966  when  the  Dow  Jones  industrial 
average  briefly  touched  the  1000  lev- 
el? Will  we  have  to  wait  another  25 
years?  To  1991? 

While  everyone  knows  the  stock 
market  has  been  no  bed  of  roses  in 
recent  times,  inflation  and  increased 
taxes  have  disguised  the  extent  of  the 
devastation  since  1966.  Consider  this: 
the  DJI  would  have  to  go  over  the 
1900  mark  (it  is  currently  around  760) 
for  that  1966  investor  to  break  even  in 
real  terms.  To  put  it  another  way,  a 
person  who  invested  $1,000  back 
then  now  has  the  equivalent  of  $395 
in  real  purchasing  power,  a  loss  of 
over  60%. 

The  investor  has  been  slammed  by 
inflation  in  another  way.  Since  we 
must  pay  taxes  on  nominal  capital 
gains — not  real  ones — the  distance 
from  the  break-even  level  is  even 
greater.  A  person  in  the  40%  bracket 
who  played  the  market  in  early  1966 
would  have  to  see  the  Dow  Jones  go 
near  the  2200  level  to  match  his 
original  investment  (in  real  terms) 
after  taxes.  Thanks  to  the  higher 
capital  levies  enacted  since  1969, 
moreover,  the  very-high-income  in- 
vestor must  wait  until  the  DJI 
reaches  2800  if  he  wants  to  get  back 
what  he  first  put  in. 


By  M.S.  FORBES  Jr. 

All  this  underlines  the  need  for 
fundamental  changes  in  our  tax  laws  if 
we  are  ever  to  see  a  vibrant  equity 
market  again. 

The  National  Bureau  of  Economic 
Research,  for  example,  has  issued  a 
study  showing  how  inflation  leads  to 
excess  taxation  of  capital  gains.  In 
1973,  the  latest  year  for  which  such 
figures  are  available,  the  examination 
found  that  individuals  paid  nearly 
one-half  billion  dollars  in  extra  taxes 
on  capital  gains  from  the  sale  of  cor- 
porate stock.  Taxes  paid  came  to  over 
$1.1  billion.  If  gains  were  measured 
in  real  terms,  however,  the  tax  liabil- 
ity would  have  been  less  than  $700 
million.  And  that  was  before  the  hy- 
perinflation of  1974,  and  the  6%  an- 
nual rate  we  have  had  since. 

Recently  the  Securities  Industry 
Association  commissioned  Data  Re- 
sources, a  firm  run  by  liberal  econo- 
mist Otto  Eckstein,  to  use  its  presti- 
gious econometric  model  to 
determine  the  impact  on  the  econo- 
my of  various  tax  proposals. 

The  big  surprise  was  that  over  the 
next  five  years,  the  most  beneficial 
change  would  be  abolishing  taxes  on 
capital  gains.  Such  a  move,  Eckstein's 
computers  found,  would  lead  to 
greater  growth  in  gross  national  prod- 
uct, in  federal  tax  revenues,  in  capital 
formation  and  in  employment  than 
any  other  tax  reform. 

Alas,  the  change  we  are  most  likely 
to  get  is  some  relief  from  the  burden 
of  double  taxation  of  dividends.  The 


trouble  is,  reform  in  this  area  would 
have  the  least  beneficial  impact  on 
equity  investment,  especially  if  it 
goes  along  the  lines  suggested  by 
House  Ways  &  Means  Committee 
Chairman  Al  Ullrnan  (D-Ore.). 
While  his  proposal  would  give  inves- 
tors in  the  lower-  and  middle-income 
brackets  some  incentive  to  invest  in 
stocks,  it  grants  next  to  nothing  to  the 
greatest  potential  source  of  equity 
market  capital— the  higher  income 
taxpayer. 

What  changes  should  be  made? 
Most  important,  the  capital  gains  tax 
should  be  scaled  back  to  what  it  was 
in  1969,  that  is,  a  maximum  rate  of 
25%  (under  certain  circumstances  the 
levy  today  can  reach  49%).  The  70% 
marginal  rate  on  investment  income 
ought  to  be  reduced  to  50%.  These 
reductions  would  give  investors  in- 
centive to  again  commit  money  to 
stocks.  They  would  enable  the  market 
to  exceed  its  real  12-year-old  record 
within  36  months. 

While  such  cuts  are  politically  im- 
possible now,  attitudes  can  change. 
That's  why  it  is  so  heartening  to  see 
the  growing  amount  of  hard,  empiri- 
cal evidence  justifying  these  kinds  of 
reforms. 

They  will,  this  writer  predicts,  en- 
able the  necessary  changes  to  become 
politically  feasible  in  the  not-so-dis- 
tant future. 

We  don't  have  to  wait  until  1991  to 
get  back  where  we  were  in  1966.  And 
we  won't. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MS'F 


Why  the  Market  Drops 

The  financial  markets,  both  here  and 
abroad,  perceive  what  Washington  will 
not  admit:  There  is  no  policy  to  increase 
long-term  investment,  lower  inflation 
and  cut  the  real  tax  burden.  We  appear 
to  be  drifting  toward  controls,  regula- 
tion, more  inflation  and  higher  real 
taxes.  Washington's  response  is  more 
concern  about  the  distribution  of  income 
than  about  its  production. 

— Manufacturers  Hanover  Trust's 
Business  Report 

$    #■  * 

There  is  no  war  on  and  there  hasn't 
been — thanks  to  the  Good  Lord — during 
the  three  years  1975,  1976  and  1977,  yet 
we  have  added  $212  billion  to  our  debt 
in  these  three  years.  This  short  period 
represents  about  1.5%  of  our  nation's 
life,  but  we've  added  59%  to  our  total 
debt  outstanding. 

This  means  that,  if  this  goes  on,  your 
inflation  is  going  to  worsen.  Don't  be- 
lieve anyone  who  says  we  can  live  with 
$50-billion  or  $60-billion  deficits  a  year. 
Send  those  fellows  home.  Incidentally, 
these  fellows,  assuming  they  are  in  the 
government,  have  conveniently  pro- 
vided that  their  pensions  are  indexed  to 
inflation,  and  also  they  do  not  have  to 
participate  in  the  Social  Security  system. 
— from  a  speech  by  J.  Peter  Grace, 
CEO,  W.R.  Grace  &  Co. 


Change  in  Southern  Africa 

I  am  most  grateful,  I  need  hardly  say, 
for  the  generous  way  in  which  Ambassa- 
dor [Andrew]  Young  has  welcomed  me.  I 


know  perfectly  well  it  is  a  great  deal 
more  than  I  deserve,  but,  you  know,  I 
don  t  object  to  it  on  that  account.  If  one 
didn't  sometimes  get  more  than  one  de- 
served, the  world  would  be  rather  a 
dreary  place.  .  .  . 

It  will  not  be  possible  to  bring  about 


companies  in  South  Africa  lagged  behind 
other  companies,  and  they  did  that  not  out 
of  any  bad  reason,  but  because  at  that  time 
they  conceived  that,  as  foreigners,  it  was 
wrong  for  them  to  take  up  attitudes  which 
had  political  implications  in  our  country. 
But  having  said  all  that,  I  believe  that 


When  I  was  a  kid  I'd  been  told  that  it  wasn't  whether  you  won 
or  lost  but  how  you  played  the  game.  I  found  out  quite  late 
that  that  was  b.s.  What  in  fact  does  matter  in  this  society  is 

who  wins.        —Robert  Redford  in  "Mariah" 


peaceful  change  [in  South  Africa]  unless 
the  whites  as  a  whole  .  .  .  can  be  per- 
suaded that  the  end  of  white  domination 
is  not  going  to  lead  to  a  black  dictatorship 
or  to  a  one-party  state  or  to  the  destruc- 
tion of  the  private  enterprise  system  or 
to  an  intolerable  deterioration  in  the 
standards  of  public  administration. 

After  all,  it  has  not  proved  so  easy  to 
preserve  human  rights  and  freedoms  in 
other  parts  of  Africa  that  we  South  Afri- 
cans should  be  too  severely  condemned 
for  doubts  as  to  whether  the  sort  of  ar- 
rangements which  were  accepted  when 
most  of  the  new  African  countries  ob- 
tained their  independence  would  work 
satisfactorily  with  our  much  more  com- 
plicated racial  distribution  and  makeup 
of  our  society,  and  our  much  more  highly 
developed  and  complicated  economy. 

.  .  .  The  importance  of  these  changes 
[of  American  business  developing  a  code 
of  conduct]  is  that,  in  the  past,  American 


'This  is  the  part  of  capitalism  I  hate.  " 

Drawing  by  J.  Mirachi;  ©  1965  The  New  Yorker  Magazine,  Inc. 


this  sort  of  thing,  this  effort  to  see  that  the 
great  American  companies  operating  in 
South  Africa  apply  civilized  standards,  is 
an  excellent  thing.  Perhaps  you  will  allow 
me  to  add,  however,  that  there  is  a 
certain  contradiction,  to  my  mind,  on  the 
one  hand,  to  call  for  higher  wages,  and  on 
the  other  hand,  by  reducing  investment, 
to  cause  a  depression  in  the  economy 
which  prevents  their  being  paid. 
— Harry  F.  Oppenheimer,  chairman  of 
the  Anglo  American  Corp.,  before 
the  Foreign  Policy  Association 

Chauvinism  Isn't  Dead 

The  hen-house  talk  in  today's  sewing 
circles  is  about  how  women  are  being 
exploited  and  such,  and  how  they  should 
be  considered  man's  equal. 

Except  in  the  divorce  court,  where 
they  want  special  compensation  .  .  .  Ex- 
cept when  the  check  comes  for  dinners 
and  they  coyly  ignore  the  check  .  .  .  Ex- 
cept, except,  except. 

The  foxy  ladies  all  go  for  the  male 
dominated  society.  Hell,  they  never 
have  to  work,  they  get  the  best  of  every- 
thing, and  they  ain't  complaining  a  bit. 

If  I  were  a  woman,  my  goal  would  be 
to  become  as  good  a  woman  as  I  could — 
not  to  become  a  man's  equal.  We  are  not 
equal.  Equal  means  "the  same"  and  the 
last  time  I  looked,  we  weren't.  Is  that 
what  women  want?  To  be  a  man? 

To  the  women  readers  out  there  who  are 
into  women  s  lib,  I  feel  sorry  for  you.  If  you 
can't  be  happy  as  a  woman,  I  guarantee 
you  wouldn  t  be  happy  as  a  man. 

—Bob  Bitchin,  Biker 

Senior-Citizens  Rate 

A  Hartford,  Conn,  massage  parlor  has 
special  senior-citizens  rates  from  8:30 
a.m.  to  10  a.m.  each  day,  when  the  usual 
$20  price  is  cut  to  $15. 

— Wall  Street  Journal 
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The  Battle 
Of  The  Lightweights 

Almost  everybody  concedes  that  Kennecott  management  has  squandered  the 
stockholders'  property.  But  look  who  has  launched  a  proxy  fight  to  take  the 
copper  company  over:  a  management  whose  record  is  almost  as  bad. 


If  well  over  $1  billion  in  assets  and 
tens  of  thousands  of  jobs  weren't  at 
stake,  the  whole  thing  would  be  kind  of 
funny.  You  could  call  the  fight  for  control 
of  Kennecott  Copper  Corp.  "The  Battle 
of  the  Lightweights"  or,  if  you  prefer, 
"Pot  versus  Kettle — which  is  blackest?" 

The  whole  thing  is  American  capital- 
ism at  its  least  appealing. 

THE  DEFENDER 

Led  by  Chairman  Frank  R.  Milliken, 
64,  the  Kennecott  Copper  management, 
which  is  urging  stockholders  to  keep  it  in 
office,  faced  a  difficult  situation  and 
turned  it  into  a  disastrous  situation.  In 
1970  the  company  earned  $185  million 
and  had  only  $178  million  in  debt.  The 
same  company  went  into  this  year  having 
lost  $9  million  before  taxes  in  1977  and 


Bemer  Of  Curtiss- Wright:  Sales  and 
earnings  haven't  even  kept  up  with  infla- 
tion during  his  18-year  tenure. 


saddled  with  $512  million  in  debt.  And 
while  it  is  true  that  the  copper  business 
has  been  terrible  the  past  three  years,  it 
is  also  true  that  copper  had  three  really 
rich  years  in  the  period  since  1970:  In 
1970,  1973  and  1974,  Kennecott  had  a 
cash  flow  of  better  than  $240  million.  In 
the  first  five  years  of  the  Seventies  it 
earned  a  combined  $700  million.  Much 
of  the  money  was  simply  wasted. 

Well  before  the  energy  crisis  erupted 
and  vastly  increased  the  value  of  coal  in 
the  ground,  Kennecott  had  acquired 
Peabody  Coal  Co.,  the  U.S.'  largest  coal 
company.  To  begin  with,  Kennecott 
overpaid  for  a  company  most  of  whose 
production  was  tied  up  in  low-price, 
long-term  contracts.  When  it  was  forced 
to  sell  the  coal  company  by  government 
edict  last  year,  Kennecott  barely  got 
back  what  it  had  invested,  even  though 
coal  had  increased  in  value  from  around 
$5  a  ton  to  over  $20  and  Peabody  was 
sitting  on  reserves  of  9  billion  tons. 

When  he  finally  did  sell  Peabody,  the 
board  permitted  Milliken  to  lavish  half 
the  proceeds  buying  Carborundum  Co., 
an  excellent  company  but  no  bargain  at 
14  times  earnings  in  a  market  where 
similar  stocks  sell  for  eight  times  earn- 
ings or  less.  But  few  people  put  much 
stock  in  Kennecott's  protestations  that  it 
got  a  good  buy  in  Carborundum.  The 
Wall  Street  consensus  was  that  Milliken 
wanted  to  get  rid  of  Kennecott's  cash  pile 
lest  it  prove  too  attractive  to  a  takeover 
artist.  You  might  say  that  Milliken  threw 
out  the  baby  to  get  rid  of  the  bathwater. 
(Apparently,  Milliken  had  wanted  to 
throw  out  the  bathtub,  too,  but  was  pre- 
vented from  doing  so  by  directors.  Re- 
ports say  that  he  had  originally  wanted  to 
pour  Peabody  proceeds  into  the  money- 
losing  copper  business.) 

True  to  form,  Milliken  last  July  avoid- 
ed a  strike  by  giving  Kennecott's  labor 
unions  a  generous  settlement  at  a  time 
when  a  shutdown  might  actually  have 


been  beneficial  in  enabling  Kennecott  to 
liquidate  excess  inventories.  Competi- 
tors were  stunned.  "That  s  a  decision 
that  will  never  be  understood  by  the  rest 
of  us,"  an  executive  of  another  copper 
company  laments.  Hard-pressed  com- 
petitors had  no  choice  but  to  give  the 
unions  the  same  deal. 

For  this  brilliant  work  Frank  Milliken 
was  paid  $410,000  last  year — about  the 
same  that  Sperry  Rand  paid  its  chair- 
man, J.  Paul  Lyet,  for  running  a  com- 
pany three  times  as  big  and  many  times 
more  successful. 

What  a  record  to  run  on. 

THE  CHALLENGER 

"Mr.  Berner  [T.  Roland  (Ted)  Berner, 
Curtiss-Wright's  chief  executive]  doesn't 
want  the  spotlight  turned  on  Curtiss- 


Milliken  Of  Kennecott:  The  copper  busi- 
ness has  been  terrible  recently,  but  he's 
made  a  bad  situation  worse. 
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Wright,"  pleads  Dr.  Donald  Slocum, 
C-W's  executive  director  of  corporate 
development. 

No  wonder.  Consider  Berner's  abys- 
mal record.  In  1960,  when  Berner,  then  a 
lawyer,  had  himself  made  chief  execu- 
tive, C-W  had  sales  of  $270  million  and 
earnings  of  $10  million.  Ten  years  later 
the  company  was  in  the  red.  Then  last 
year  C-W  sales  were  $310  million,  and 
earnings  were  $16  million — which,  ad- 
justed for  inflation,  is  less  than  when 
Berner  took  over.  Says  Morton  Siegel,  an 
analyst  for  Value  Line  and  apparently  the 
only  Wall  Streeter  who  bothers  to  follow 
the  company  regularly:  "I  have  often 
called  them  Curtiss- Wrong  myself." 

For  this,  Berner  paid  himself  $331,000 
last  year. 

Berner  took  over  Curtiss-Wright  after 
engineering  a  boardroom  coup.  He 
promised  the  shareholders  "reorganiza- 
tion and  a  new  sense  of  direction."  In- 
stead, what  the  shareholders  got  was 
mishap  and  misdirection.  The  Pentagon 
apparently  wanted  to  cut  off  its  orders  for 
C-W's  jet  engines  in  the  1960s,  prefer- 
ring to  support  only  two  jet  engine  com- 
panies, General  Electric  Co.  and  Pratt  & 
Whitney.  But  Berner  stubbornly  refused 


to  accept  the  verdict.  He  spent  stock- 
holder money  on,  among  other  things, 
an  unsuccessful  attempt  to  win  a  govern- 
ment contract  for  the  supersonic  trans- 
port engine.  Several  years  and  millions 
of  dollars  later,  Berner  abandoned  the 
jet  engine. 

In  a  1967  interview  Berner  told 
Forbes  that  the  $96  million  in  idle  cash 
that  he  was  sitting  on  then  was  "the 
worst  part  of  our  operations."  As  of  last 
Dec  31,  Curtiss- Wright's  hoard  still  to- 
taled $72  million,  nearly  $9  a  common 
share  (vs.  a  current  market  price  of  $20). 
(One  theory  has  it  that  Bemer  spent  the 
cash  on  Kennecott  stock  so  as"  to  make 
C-W  less  tempting  an  acquisition  target 
to  Teledyne,  Inc.,  which  owns  28%  of 
C-W's  common  stock.) 

Curtiss- Wright's  one  excellent  move 
in  recent  years  was  its  1968  acquisition  of 
Dorr-Oliver,  a  manufacturer  of  industri- 
al equipment  in  which  C-W  holds  a  65% 
interest.  Berner  has  made  numerous 
other  acquisition  forays,  many  of  them 
duds.  In  1963  he  tried  to  take  over  Gar- 
rett Corp.,  the  Los  Angeles-based  aero- 
space manufacturer,  but  lost  out  to  Sig- 
nal Oil  &  Gas  (now  Signal  Cos.).  He  took 
a  position  in  Airco  in  1973  but  was  outbid 


by  British  Oxygen.  In  1974  C-W  bought 
a  piece  of  Cenco,  the  Chicago-based 
health  care  and  instrument  company  that 
turned  sour  in  1975  when  a  management 
fraud  was  uncovered.  "These  are  very 
time-consuming  things,"  says  C-W's  Slo- 
cum, apparently  trying  to  portray  his 
boss  as  a  hard  worker. 

Curtiss-Wright  stock  skyrocketed  in 
1972  to  $59  on  wild  rumors  about  the 
potential  for  the  Wankel  rotary  engine 
(for  which  C-W  had  exclusive  North 
American  licensing  rights).  It  was  a  false 
alarm.  The  stock  collapsed,  trapping 
many  credulous  investors. 

A  secretive  man  who  even  now  refuses 
to  answer  many  questions  about  himself, 
Ted  Berner  is  now  eagerly  seeking  pub- 
licity as  a  doughty  champion  of  stock- 
holder, rights. 

It  won't  wash,  Ted.  It  won't  wash. 

Even  if  he  does  get  his  hands  on  Ken- 
necott, Ted  Berner  might  be  in  the  hot 
seat  trying  to  keep  his  proxy  promises. 
Keystone  of  his  campaign  is  a  proposal  to 
sell  Carborundum  and  either  1)  pay  Ken- 
necott shareholders  a  $20-a-share  divi- 
dend from  the  proceeds,  or  2)  make  a 
tender  offer  for  half  the  stock  at  $40. 
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Either  way,  the  deal  would  require 
around  $663  million — which  Kennecott 
says  it  wouldn't  have  even  if  Carborun- 
dum were  sold  for  top  dollar. 

Has  Bemer  a  trick  up  his  sleeve?  Ken- 
necott does  have  $400  million  in  face 
value  notes  which  it  got  in  partial  pay- 
ment for  Peabody  Coal.  They  are  rather 
low  quality  paper  and  Kennecott  values 
them — probably   overvalues  them — at 


Howard  Johnson — son  of  an  immense- 
ly successful  father,  boss  since  the  age  of 
26  of  a  big  (1977  revenues:  $501  million) 
food-and-lodging  company — was  brood- 
ing out  loud  last  month.  Companies  like 
McDonald's  Corp.  and  Marriott  Corp. 
have  long  since  put  Howard  Johnson  Co. 
in  their  shadow  and  Johnson  isn't  happy 
about  it.  Neither  was  he  happy  about 
takeover  rumors  which  caused  a  flurry  in 
the  otherwise  depressed  price  of  his 
company's  stock  (which  had  been  selling 
for  just  over  three  times  cash  flow). 

How  and  why  did  Howard  Johnson 
Co.  lose  its  dynamism? 

"I  don't  have  Dad  to  talk  to  anymore," 
Johnson  was  saying,  "but  I  do  have  some 
fabulous  competition.  I  have  to  react  to  a 
whole  new  way  of  eating  in  the  U.S.  We 
face  the  danger  of  being  thought  of  as  a 
company  that  did  things  so  well  one  way 
that  everyone  figures  that  is  the  only  way 
we  can  do  it.  So  we  must  change  not  only 
our  business  but  our  image." 

The  Howard  Johnson  Co.  has  scarcely 
any  debt  and  nearly  $4  a  share  in  cash 
and  equivalents;  it  has  preferred  to  re- 
main liquid  rather  than  expand — in  con- 
trast to  its  faster-stepping  competitors. 
Why?  "My  [expansion]  plans  got  stalled 
in  the  1974  oil  embargo,"  Johnson  went 
on.  "I  overreacted.  I  stopped  all  expan- 
sion, and  once  you  stop,  you  know  how 
hard  it  is  to  get  the  monster  going  again. 
For  me  the  embargo  was  a  shocking 
thing.  Highway  travel  went  way  down 
and  we  saw  some  startling  internal 
numbers." 

But  while  Howard  Johnson,  the  man 
and  the  company,  were  standing  still, 
American  society  wasn't.  In  many  young 
families  now  both  husband  and  wife 
work,  and  working  wives  tend  to  be 
more  interested  in  entertainment  in  the 
evening  than  in  cooking  a  meal  and 
handing  her  husband  his  slippers.  The 


$171  million  on  its  books.  That's  43  cents 
on  the  dollar.  But  the  face  value  is  $400 
million.  Could  Berner  be  planning  to 
pay  part  of  his  dividend  or  tender  offer 
with  this  paper? 

"A  violation  of  the  proxy  rules,  "  claims 
a  Kennecott  source. 

"Sure  it's  possible,"  says  Berner  aide 
Donald  Slocum.  "You  know,  it  really  is  a 
clever  idea."  ■ 


Howard  Johnson:  Can  he  move  his  com- 
pany into  the  1 980s  "without  getting  our 
image  in  the  public's  mind  confused?" 


Howard  Johnson  highway  restaurants, 
mom-pop-&-the-kids-oriented  and  with 
unexciting  snack  counters  and  decor, 
have  been  losing  out  to  "theme"  restau- 
rants such  as  Victoria  Station  with  menus 
that  pass  as  ethnic  or  gourmet. 

"In  a  way,  this  is  escape,"  Johnson 
says  of  Middle  America's  new  love  affair 
with  flaming  desserts,  shish  kebab  and 
peasant-skirted  waitresses.  Escape? 
Johnson  explains:  "There  is  a  lot  of  ten- 
sion in  today's  fast-paced  society.  Any- 
thing that  helps  relax  that  tension  will 
probably  succeed." 

Worried  about  the  energy  crisis,  John- 
son neglected  much  else  that  was  chang- 


ing in  American  life.  Now,  however,  he 
is  joining  the  parade.  He  is  quite  proud 
of  his  new  Ground  Bound  restaurants, 
103  of  them,  mostly  owned,  to  date. 
With  a  turn-of-the-century  atmosphere, 
these  sell  nostalgia  and  nightly  musical 
entertainment  along  with  peanuts  in 
shells  and  pitchers  of  beer.  Ground 
Bound  is  everybody's  idea  of  what  life 
was  like  when  grandpa  was  young. 

Johnson's  Ground  Bounds  average 
$750,000  a  year  as  against  only  $475,000 
for  the  orange-roofed  restaurants. 

"We  think  we  have  found  a  hot  con- 
cept for  franchising  a  potential  of  maybe 
500  Ground  Bounds,"  says  Johnson.  "I'm 
hoping  the  success  of  Ground  Bound  will 
help  pay  for  the  changeover  of  Howard 
Johnson's  Orange  Boofs.  "A  new  Howard 
Johnson's,"  he  goes  on,  "has  just  opened 
up  in  Scarsdale,  N.Y.  Its  fast-service 
counters  are  missing  and  are  replaced  by 
a  gazebo-like  salad  bar,  tropical  and  airy 
new  interior  and  more  service. 

"Our  biggest  job  and  the  one  which 
will  be  most  important  long-run  will  be 
gradually  changing  over  the  Orange 
Boofs  so  they  will  be  right  for  the  1980s 
but  slow  enough  so  they  don't  lose  older 
people  who  like  them  just  the  way  they 
are.  The  shift  in  mood  should  make  them 
more  appropriate  for  dinner  than 
snacks." 

But  Johnson  worries  about  changing 
the  Orange  Boofs:  "Here's  the  risk.  The 
minute  you  do  get  a  blurred  image  you 
get  knocked  off." 

Johnson's  34  Bed  Coach  Grills  are  now 
doing  well  again  since  a  group  of  manag- 
ers walked  into  his  office  and  urged  him: 
Cut  prices,  don't  shoot  for  as  big  a  mar- 
gin. Make  the  atmosphere  more  relaxed. 
"It  took  a  lot  of  courage  to  tell  the  boss 
he  was  wrong,  so  I  listened,"  he  says. 

His  motel-hotel  complex,  which 
dropped  to  break-even  during  the  ener- 
gy crisis,  has  recovered  "and  become  a 
gold  mine."  The  occupancy  rate  rose 
15%  and  room  rates  went  up  25%.  John- 
son worries,  however,  about  whether 
new  lodging  will  be  a  good  investment 
and  is  holding  up  expansion  there. 

What  about  those  takeover  rumors? 
Wouldn't  an  improving  Howard  Johnson 
be  an  even  more  tempting  target  than  a 
sluggish  company?  "There  is  no  possibil- 
ity at  all  of  an  unfriendly  merger,"  he 
snaps.  "If  the  worst  happened,  and  I 
don't  think  it  will,  we  can  always  be 
rescued  by  a  white  knight.  We  are  such  a 
good  company  I  don't  think  we'd  have 
any  trouble  lining  one  up.  Bight  now  it's 
not  necessary." 

Probably  so.  Probably  Howard  John- 
son has  a  second  chance  to  get  Howard 
Johnson  Co.  growing  again.  After  all, 
he's  only  45.  But  he  will  have  to  shed  the 
stodginess  that  is  so  out  of  place  in  a 
business  like  food  and  lodging.  Conser- 
vatism is  one  thing.  Complacency  is 
something  else  again.  ■ 


To  Be  And  What  To  Be- 
That  Is  The  Question 

Howard  Johnson  Co.  was  very  much  in  tune  with  an 
older  America  but  it  failed  to  see  that  America  was 
changing.  Has  it  awakened  too  late? 
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Pay-TV:  Is  It 
A  Viable  Alternative? 


Remember  pay-TV,  that  oft-predicted  wave  of  the  future? 
It  looks  as  if  its  time  has  finally  come. 


Don  Shuler,  an  amiable  man  of  55 
who's  kicked  around  western  Ohio  all  his 
life,  dabbling  in  sales,  insurance  and 
Ohio  politics,  is  finally  fulfilling  a  long- 
standing ambition.  He  got  into  the  cable- 
TV  business  in  Ohio  in  1964,  and  ever 
since  he's  wanted  nothing  more  than  to 
build  a  cable  operation  in  Dayton. 

Shuler  started  modestly.  "If  I  could 
build  a  40-mile  system  in  Wapakoneta, 
Ohio  [pop.:  7,324],"  he  says,  recalling 
his  first  venture,  "I  thought  some  day  it 
would  be  great  to  build  a  major  market. " 
Dayton  qualifies:  number  49  of  the  top 
100  TV  markets,  with  over  200,000  view- 
ers inside  the  city  alone.  It's  not  Chicago 
or  even  Cleveland,  but  it's  on  the  big 
maps.  Shuler  had  to  wait  a  long  time 
before  Viacom  International  came  along 
and  gave  him  the  chance.  Viacom's  Day- 
ton cable  system,  with  Shuler  at  the 
helm,  started  transmitting  last  year. 

Shuler,  his  modest  ambition  and  his 
relation  to  Viacom  encompass  much  of 
the  history  of  the  medium.  Wapakoneta, 
Ohio  is  typical  of  the  origins  and  much  of 
the  growth  of  the  industry.  For  years, 
cable  was  known  as  CATV,  for  communi- 
ty antenna  television.  What  the  locals 
got  was  what  most  cable-TV  is  still  all 
about:  clear  pictures  and  more  signals  on 
home  television. 

Then  along  came  bigger  operators — 
Teleprompter  and  American  Television 
&  Communications  among  the  largest — 
who  began  buying  up  these  local  enter- 
tainment services  and  using  financial 
muscle  to  acquire  new  franchises  to  in- 
stall cable  in  more  communities. 

Some  of  these  collections  of  systems 
have  been  assembled  by  corporate  giants 
such  as  Time,  Inc.  and  Warner  Commu- 
nications, Inc.  Cable  acquired  a  certain 
magic  in  the  investment  community  to- 
ward the  end  of  the  1960s.  We  would 
soon  become  the  "vvired-up  society." 

That  didn't  happen,  and  stocks  plum- 
meted—Teleprompter  from  44V2  in  1972 
to  3l/2  a  year  later.  Meanwhile  regular 
television  broadcasters  continued  lobby- 
ing heavily  with  Congress  and  the  Fed- 
eral Communications  Commission  to 
hamstring  cable,  which  was  threatening 
them  with  competition  and,  besides, 


wasn't  paying  them  anything  for  the  sig- 
nals it  was  using  (now  it  does).  Cable, 
however,  was  far  from  dead.  It  simply 
didn't  develop  as  fast  as  its  backers  and 
Wall  Street  hoped. 

What  happened  next  was  that  whole- 
salers such  as  Time's  Home  Box  Office 
went  into  the  business  of  acquiring  rights 
to  recent  movies  and  offered  to  transmit 
them  via  satellite  and  microwave  relay  to 


local  systems,  which  in  turn  marked 
them  up  and  offered  them  at  an  extra 
charge  of  $8  or  $10  a  month. 

But  the  big  problem — or  challenge — 
facing  cable  is  that  most  of  the  3,700-odd 
local  systems  are  small,  with  only  a  few 
thousand  or  even  a  few  hundred  sub- 
scribers, and  the  future  lies  in  the  popu- 
lous suburbs  and  major  cities.  New  York 
has  cable  because  the  bounce  off  high- 
rise  buildings  requires  it  for  a  decent 
picture.  Cable  has  also  reached  the  sub- 
urbs of  Boston  and  other  cities  with  new 
inducements,  including  blacked-out 
sports  events,  movies  without  commer- 


cials and  even  pay  religion  channels.  But 
so  far  nobody  has  figured  out  a  way  to 
make  cable  pay  in  places  like  Chicago, 
where  free  TV  abounds  and  cables  must 
be  put  underground  at  costs  exceeding 
$80,000  a  mile  (against  $10,000  or  less 
when  strung  from  utility  poles). 

All  that  having  been  said,  the  industry 
has  come  out  of  its  doldrums  and  is 
becoming  an  increasingly  lucrative  busi- 


ness. The  reasons  are  a  lot  simpler  than 
the  arrival  of  the  blue  sky  that  everybody 
thought  was  coming. 

The  cable-TV  industry  has  gotten  out 
from  under  much  FCC  regulation  with  a 
string  of  court  victories;  a  round  of  rate 
increases  granted  by  local  governments 
across  the  country  has  increased  the  re- 
turn on  basic  cable  service;  and  new 
services  such  as  pay-TV  on  a  mass  scale 
are  making  over  cable  from  a  good  little 
business  to  a  potentially  big  one. 

Thus,  it  has  happened — without  many 
people  noticing  it — that  cable-TV  has  be- 
come a  billion-dollar  industry.  Since 


Happy  Coupling:  First-run  movies  like  Annie  Hall  (above)  on  TV-sans-commercials 
adds  up  to  perceived  value  to  the  customers,  big  profits  to  cable-TV  operators. 
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1974  it  has  gone  from  8.7  million  sub- 
scribers, or  13%  of  all  TV  households,  to 
more  than  13  million,  or  18%,  today. 
More  to  the  point,  pay-TV  subscribers' 
numbers  have  exploded  from  a  mere 
50,000  in  mid- 1974  to  at  least  1.5  million 
now;  they  are  very  profitable  business. 

Consider  the  numbers  at  the  small 
cable  system  that  Massachusetts-based 
Acton  Corp.  (formerly  Vikoa,  Inc.) 
bought  a  year  and  a  half  ago  in  Burling- 
ton, N.J.,  not  too  far  from  Philadelphia: 

"We  had  4,500  basic-service  subscrib- 
ers paying  $7.50  a  month,"  begins  Chief 
Executive  Samuel  J.  Phillips.  "That  was 
enough  by  itself  to  carry  the  system  prof- 
itably. Of  these  subscribers,  1,700  were 
also  pay-TV  customers,  taking  Home 
Box  Office  at  another  $10  a  month.  Now, 
we  only  pay  HBO  about  $5.50  a  month 
per  customer." 

All  it  costs  Acton  to  get  this  extra  $4.50 
a  month  is  a  $40  converter  in  each  paying 
set  and  a  $500-a-month  microwave  con- 
nection to  bring  the  signal  into  the  sys- 
tem, plus  billing  costs.  Then  last  year, 
Acton  added  P.R.I.S.M.,  a  Philadelphia- 


not  regarded  by  the  IRS  or  the  stock 
market  as  income.  Moreover,  a  new  sys- 
tem can  take  several  years  of  very  expen- 
sive up-front  capital  investment  and  op- 
erating losses  before  it  makes  a  profit 
(while  the  subscriber  base  builds  up). 
Once  established,  return  on  total  invest- 
ment from  basic  cable  service  (not  pay) 
alone  may  be  only  10%  or  so,  but  cash 
flow  is  very  stable,  so  the  system  will 
easily  support  debt-to-equity  ratios  rang- 
ing above  2-to-l. 

Lately  investors  seem  to  be  looking 
favorably  on  cable.  Teleprompter,  which 
after  a  shabby  history  of  crooked  books 
got  down  as  low  as  IV2,  has  been  selling 
above  10.  And  with  the  SEC  watching 
closely,  it  is  reporting  earnings  of  $9.5 
million,  or  56  cents  a  share,  on  revenues 
of  $126  million. 

The  class  act  among  the  independents, 
though,  is  undoubtedly  Viacom  Interna- 
tional, Don  Shuler's  employer.  Viacom 
was  spun  off  by  CBS  in  1971  because  the 
FCC  didn't  want  networks  to  own  cable 
systems  or  television  program  distribu- 
tors. Viacom  was  able  to  use  its  program 


area  pay-TV  service  offering  100  profes- 
sional sports  events  a  year  (plus  all  the 
playoffs  involving  home  teams)  with  a 
similar  deal,  $10  a  month  from  the  cus- 
tomer, $5.25  to  the  supplier.  Phillips 
says  happily,  "We  added  1,100 
P.R.I.S.M.  customers." 

Cable  systems  have  probably  been 
suited  to  private  companies  even  better 
than  to  those  publicly  held  because  they 
are  cash-flow  businesses,  akin  in  many 
ways  to  real  estate.  They  throw  off  cash 
sheltered  from  income  taxes  by  depreci- 
ation and  debt  amortization  charges  at 
least  as  large  as  their  pretax  income  but 


sales  business  for  earnings  while  its  cable 
business  got  up  speed,  and  so  has  never 
reported  a  down  year  since  1971.  With 
cable  paying  off,  total  income  was  $5.6 
million  last  year  on  $58.5  million  in  rev- 
enues with  return  on  equity  a  rousing 
28.6%.  In  1976  the  company  started 
Showtime,  a  pay-TV  program  service  to 
compete  with  Home  Box  Office.  Show- 
time lost  $825,000  last  year,  will  lose  less 
this  year,  but  may  go  into  the  black  next 
year  because  it  is  offering  such  hot  pic- 
tures as  Annie  Hall. 

That  kind  of  pay-TV  programming  is  a 
lot  of  what  may  make  Don  Shuler's  Day- 


ton system  pay  off.  "There  are  about 
90,000  homes  in  Dayton,"  explains 
Shuler,  "and  we  will  have  to  build  about 
600  miles  of  system.  It's  costing  $6,500 
per  mile,  or  $3.9  million  altogether — 
very  little  is  underground."  Dayton  gets 
three  network  stations  and  a  public 
broadcasting  station  out  of  the  air;  Shuler 
offers  all  four  plus  stations  in  Cincinnati, 
Indianapolis  and  Cleveland  plus  the  usu- 
al news,  weather  and  the  rest. 

"We  know  we  need  at  least  35  custom- 
ers per  mile  taking  the  basic  cable  ser- 
vice at  $6.75  per  month  to  break  even. 
Dayton  gives  us  a  density  of  150  homes 
per  average  mile.  So  far,  55  per  mile  are 
taking  the  service — and  we  won't  have 
Showtime  on  stream  until  August."  He 
will  also  be  able  to  get  Channel  17,  an 
Atlanta  station  owned  by  Ted  Turner, 
owner  of  the  Atlanta  Braves,  who  is  us- 
ing the  satellite-cable  connection  to 
build  a  national  audience  for  his  sports- 
and-movies  programming.  Shuler  says, 
"Eventually,  I  think  we'll  get  70  or  75 
customers  to  the  mile,  maybe  half  of 
them  taking  pay-TV."  And  finally,  since 
the  Dayton  system  permits  a  return  sig- 
nal from  the  home,  it  will  soon  offer  a 
combination  emergency-alarm  system 
that  can  summon  police,  firemen  or  the 
ambulance  of  the  customer's  choice. 

Getting  out  from  under  the  FCC  has 
helped  as  much  as  programming.  Last 
year,  a  federal  court  of  appeals  threw  out 
FCC  rules  restricting  the  choice  of  mov- 
ies and  sports  events  that  could  be  put 
on  pay-TV.  This  year,  the  court  threw 
out  FCC  rules  forcing  cable  systems  to 
offer,  at  their  own  expense,  four  free 
access  channels  to  the  public  (a  heavy 
burden  on  smaller  systems).  If  anything, 
regulation  is  running  cable-TV's  way 
these  days.  A  new  federal  law  puts  a  lid 
on  fees  that  power  and  telephone  compa- 
nies charge  for  space  on  utility  poles. 
And  the  FCC  has  elected  not  to  regulate 
pay-TV  rates,  although  local  govern- 
ments still  control  basic  cable  rates. 

There  is,  however,  one  regulatory 
cloud  emerging  in  Congress.  "It's  the 
one-wire'  concept,"  complains  Thomas 
Wheeler  of  the  National  Cable  Televi- 
sion Association.  "It  says  the  telephone 
company  should  be  granted  the  monopo- 
ly for  all  communications  coming  into 
the  home  because  you  need  only  one 
wire.  But  [the  flaw  is  that]  you  have  to 
have  coaxial  cable  going  into  the  home 
for  cable-TV,  and  the  telephone  com- 
pany would  have  to  rebuild  its  entire 
system.  That  concept  could  cripple  the 
cable-TV  industry',  though." 

So  pay-TV  looks  like  an  idea  whose 
time  has  come,  however  belatedly.  That 
is  good  news  for  lots  of  patient  entrepre- 
neurs— and  for  that  important  portion  of 
the  public  which  is  dissatisfied  with  the 
meiange  of  mind-numbing  banality  and 
hard-sell  advertising  served  up  by  most 
of  commercial  TV.  ■ 
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Mr.  C.P.A.,  Meet  Mr.  CCD. 


An  audit  committee  without  technical 
expertise  may  be  asking  for  trouble. 
One  upshot:  a  "school"  for  directors. 


What  do  a  physicist,  a  former  ambassa- 
dor, the  chairmen  of  Pfizer,  Inc.  and 
American  Telephone  &  Telegraph  Co. ,  a 
pastor  and  two  bank  heads  have  in  com- 
mon? Answer:  They're  all  on  the  audit 
committee  of  General  Motors'  board  of 
directors.  Okay,  and  what  do  people  like 
physicists  and  pastors  know  about  ac- 
counting and  auditing?  Answer:  That's 
the  sort  of  question  that  could  figure  in  a 
major  lawsuit  some  day  soon. 

Audit  committees  are  all  the  rage 
these  days,  thanks  in  large  part  to  the 
"improper  payments"  scandals  at  Lock- 
heed, Gulf  Oil  and  numerous  other  com- 
panies. In  1967  fewer  than  25%  of  large 
public  companies  had  audit  committees; 
by  1973,  45%  did.  Today  about  90%  of  all 
New  York  Stock  Exchange-listed  compa- 
nies have  them — and  the  Big  Board  has 
mandated  that  all  its  listed  companies 
must  have  one  by  June  1978.  The  Securi- 
ties &  Exchange  Commission  appears  to 
be  heading  in  the  direction  of  requiring 
all  public  companies  to  establish  audit 
committees  before  long. 

Meanwhile,  the  committees'  responsi- 
bilities are  growing  exponentially;  the 
recent  crusade  against  corporate  man- 
agements' "perks"  is  just  the  latest  hot 
audit  committee  topic.  "For  those  who 
worry  about  liability  [of  shareholder  law- 
suits against  directors],  it's  the  commit- 
tee to  stay  off  of,"  says  LeRoy  Layton, 
retired  managing  partner  of  Main  La- 
frentz  and  Co.  and  chairman  of  CIT  Fi- 
nancial's audit  committee.  "For  those 
who  like  action,  it's  the  one  to  be  on." 

Everyone  applauds  the  idea  of  a  group 
of  outsiders  that  the  auditors  can  come  to 
should  management  hanky-panky  be  dis- 
covered. But  the  ballyhoo  over  audit 
committees  has  many  observers  worried. 
"One  of  the  functions  of  the  audit  com- 
mittee is  to  review  the  overall  plan  of 
the  audit,'  "  says  a  respected  Wall  Street 
lawyer,  citing  one  published  list  of  audit 
committee  responsibilities.  "Now  what 
does  that  mean,  particularly  if  the  audit 
committee  members  are  not  trained 
auditors?  Another  function  is  to  review 
the  financial  statements  and  the  audit 
results.'  Now,  what  does  that  mean? 
Does  this  mean  you  go  through  them  all? 
Does  this  somehow  mean  that  the  audit 


committee  is  blessing  the  financials?" 

Audit  committee  sessions  sometimes 
get  highly  technical,  according  to  J. 
Keith  Louden,  head  of  Corporate  Direc- 
tor, Inc.  and  the  chairman  of  ten  audit 
committees  including  those  of  Thiokol 
Corp.,  E.T.  Barwick  Industries,  Inc.  and 
Maidenform,  Inc.  "The  committee  chair- 
man has  to  insist  that  the  auditors  try  to 
reduce  things  into  lay  language,"  Loud- 
en says.  "When  they're  finished,  some- 
times I'll  say  [to  another  committee 
member],  'Okay,  Bill,  what  did  he  say?' 
Sometimes  Bill  has  understood  it,  and 


sometimes  he  hasn't." 

On  the  other  hand,  Charles  Townes,  a 
physics  professor  at  the  University  of 
California  who  sits  on  General  Motors' 
audit  committee,  shrugs  off  the  question 
of  his  competence  in  accounting.  "Num- 
bers are  something  I  deal  with  every 
day,"  he  remarks,  adding  that  his  experi- 
ence as  a  university  administrator  famil- 
iarized him  with  auditing  problems.  A 
doctor  who  serves  on  the  audit  commit- 
tee of  a  major  drug  company  maintains 
that  he  rarely  has  difficulty  with  matters 
that  arise  on  his  committee:  "Medicine," 
he  says  pointedly,  "is  too  important  to 
leave  to  the  doctors;  and  auditing  is  too 
important  to  leave  to  the  auditors." 

But  as  Jeremy  Weisen,  a  professor  of 
business  law  and  accounting  at  New  York 
University,  puts  it:  "Everything  is  fine  as 
long  as  there  are  no  problems.  But  re- 
member, the  audit  committee  is  there  to 
help  prevent  a  devious  management 
from  deceiving  the  public.  So  everything 
is  fine  until  you  run  into  that  sort  of 
situation,  in  which  management  will  try- 
to  befuddle  the  audit  committee."  Wei- 
sen cites  the  notorious  Stirling  Homex 
Corp.  fraud  as  an  example;  the  SEC 
criticized  members  of  Stirling  Homex' 
board,  including  some  prominent  law- 
yers, for  not  understanding  the  com- 
pany's accounting  policies. 


Richard  Greenfield,  a  lawyer  from 
Philadelphia  with  an  accounting  back- 
ground, argues  that  even  the  smartest 
untrained  audit  committee  member  will 
rarely  be  able  to  ask  all  the  right  ques- 
tions. "For  instance,"  says  Greenfield, 
"auditors  have  different  audit  programs' 
which  they  apply  to  a  company's  books 
and  records.  A  high-technology  firm  that 
spends  a  lot  of  money  on  research  and 
development  should  have  different  audit 
tests  applied  from  a  regular  manufactur- 
ing company.  Unless  there  is  someone 
on  the  audit  committee  asking  about  the 


audit  program,  you'll  have  the  auditor 
sitting  there  saying,  'We  did  this,  we  did 
that.'  And  the  committee  members  will 
be  sitting  there  saying,  Oh,  yes,  hmmm. 
That  sounds  like  a  lot.'  " 

Greenfield  and  others  maintain  that  an 
audit  committee  should  have  at  least  one 
certified  public  accountant  among  its 
members.  And  Greenfield's  opinion 
can't  be  taken  lightly.  His  firm,  Green- 
field &  Schoen,  specializes  in  sharehold- 
er litigation  against  corporations  and 
their  boards. 

In  a  shareholder  suit  brought  against 
a  company  found  to  be  fudging  its 
books,  would  members  of  the  audit 
committee  be  held  more  liable  than  oth- 
er outside  directors?  Lawyers  maintain 
that  there  is  no  clear  precedent  one  way 
or  the  other.  "The  problem  comes  down 
to  this,"  says  Abraham  Nad,  publisher 
of  a  monthly  newsletter  called  Director- 
ship. "A  director  is  responsible  for  tak- 
ing action  on  things  he  knows  about  or 
should  have  known  about."  Nad  points 
out  that  this  can  be  taken  either  of  two 
ways:  A  director  who  is  expert  in  ac- 
counting should  be  better  able  to  deal 
with  tricky  management  misdeeds  than 
one  who  is  not.  On  the  other  hand,  a 
director  who  accepts  a  position  on  the 
audit  committee  without  understanding 
accounting  as  well  as  he  should  might 


". . .  The  'National  Association'  will  offer  its  students  an 
examination.  If  they  pass,  they  are  awarded  the  'CCD.' 
degree — for  Certified  Corporate  Director . . ." 
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be    held    liable    for    his  ignorance. 

Small  wonder,  then,  that  there  is  talk 
of  providing  members  of  audit  commit- 
tees (and  outside  directors  generally) 
with  training  or  even  expert  staff  assis- 
tance. New  York  University  and  the 
American  Management  Association  al- 
ready offer  audit  committee  seminars. 

In  fact,  a  whole  mini-industry  of  firms 
aimed  at  cashing  in  on  the  director-profi- 
ciency movement  is  springing  up.  Two 
such  firms,  Board-Members  Advisors 
and  Gerald  R.  Hildebrandt  Assoc. ,  start- 
ed recently  to  provide  consulting  ser- 
vices to  busy  board  members.  Several 


publications  for  board  members  besides 
Directorship  are  now  on  the  market; 
among  them:  Directors  and  Boards  and 
Directors  Monthly.  Most  ambitious  of  all 
is  the  National  Association  of  Corporate 
Directors,  a  for-profit  firm  based  in 
Washington,  D.C.  which  plans  to  open  a 
"school"  for  directors,  with  one-week 
classes  starting  this  fall.  The  "National 
Association"  will  offer  its  students  and 
other  candidates  an  optional  examina- 
tion. If  they  pass  they  will  be  awarded 
the  "CCD."  degree — for  Certified  Cor- 
porate Director. 

Interesting,  isn't  it?  Society  decides  it 


is  going  to  demand  better  self-regulation 
of  its  corporations'  affairs,  and  all  of  a 
sudden  there  are  special  newsletters, 
classes,  consultants  and  lawyers  popping 
up  everywhere.  As  Forbes  has  pointed 
out  in  the  past  (Nov.  15,  1976;  Sept.  15, 
1977),  this  new  wrinkle  in  society's  com- 
plexity can  be  seen  as  a  classic  division  of 
labor.  Naturally,  this  division  of  labor  is 
inflationary — the  cost  of  the  newsletters 
and  the  rest  gets  folded  into  the  cost  of 
General  Motors  cars,  Kellogg  cereals, 
TWA  flights.  Those  costs  may  be  worth 
bearing,  but  it's  a  foolish  society  that 
forgets  who's  paying  them.  ■ 


Pride  Goeth... 


The  way  M.  Lamar  Muse  ran  Southwest  Airlines 
made  his  directors  happy.  But  when  he  ran  it 
as  if  he  owned  it,  they  got  mad. 


By  ELIZABETH  BAILEY 

As  president  of  Dallas-based  intrastate 
Southwest  Airlines,  M.  Lamar  Muse 
clobbered  his  much  larger  competition 
by  offering  frequent,  low-cost  commuter 
flights  from  in-town  airports.  In  just 
eight  years  he  made  Southwest  one  of 
the  U.S.'  most  profitable  airlines,  earn- 
ing 40%  on  equity  last  year. 

But  even  Texas  grew  too  small  for 
Muse.  He  wanted  to  take  his  strategy 
into  the  Middle  West  by  starting  up  an 
interstate  commuter  airline  out  of  Chica- 
go's close-in  Midway  Airport.  "I  wanted 
to  prove  to  those  dumb  bastards  running 
those  other  airlines  that  the  way  to  make 
money  is  by  lowering  the  fares,  not  rais- 
ing them,"  says  Muse. 

Early  this  year,  with  the  application 
for  Southwest's  proposed  Midway  sub- 
sidiary before  the  Civil  Aeronautics 
Board,  Muse  was  busy  rounding  up  the 
necessary  financing.  Besides  raising 
Southwest's  debt  limit  from  $60  million 
to  $125  million,  he  planned  a  public 
offering  of  750,000  shares  at  $20  a  share. 

This  was  bigger  money  than  the  total 
investment  in  the  Texas  operation,  and 
some  of  the  directors  were  hesitant. 
Muse  saw  only  a  chance  to  double  profits 
and,  flush  with  his  success  in  Texas,  felt 
sure  he  could  do  it:  "You're  sticking  your 
neck  out,  but  that's  what  the  sharehold- 
ers of  Southwest  expect  you  to  do. 
They're  gambling  for  big  capital  gains." 
Muse  grew  impatient  at  the  board's  cau- 
tion, which  didn't  jibe  with  his  operating 
style:  "I  make  a  decision  and  implement 
it.  If  the  board  doesn't  like  it,  they  can 
prove  it  later  on.  If  they  don't  like  it,  — 
on  them,"  says  Muse. 

Then,  on  Mar.  24,  a  few  days  before  a 
routine  board  meeting,  Muse  fired  off  a 


letter  to  the  members  demanding  that 
they  drop  one  of  the  directors  who  had 
been  giving  him  trouble  over  Midway: 
otherwise  he  would  quit.  Within  45  sec- 
onds of  the  opening  of  the  meeting, 
Muse's  resignation  was  accepted. 

"I  gave  them  a  choice  between  me  and 
Rollin  King,  and  they  chose  King.  I 
couldn't  believe  it,"  says  Muse.  Herbert 
Kelleher,  a  San  Antonio  lawyer  who  was 
made  interim  president  and  who  is  also  a 
longtime  personal  friend  of  Muse,  ex- 
plains with  regret  in  his  voice:  "Lamar  is 
an  excellent  entrepreneur.  The  disagree- 
ment with  Lamar  didn't  have  to  do  with 
the  operations  of  Southwest,  its  financial 
position  or  future  plans.  It  was,  at  root,  a 
matter  of  the  corporate  discipline  of  a 
publicly  held  company." 

Rollin  King  happens  to  be  the  man 
who  came  up  with  the  idea  of  a  regional 
airline  back  in  1967.  With  almost  5%  of 
the  stock  (vs.  Muse's  3%),  he's  still  the 
largest  shareholder.  Since  he  had  little 
airline  experience,  King  hired  Muse  on 
in  1970  and  took  a  back  seat  in  oper- 
ations. The  two  didn't  get  along.  Accord- 
ing to  Muse,  "King's  been  upset  and 
vindictive  ever  since  I  was  made  presi- 
dent in  1971."  In  1976  Muse  fired  King 
as  executive  vice  president.  Muse's  son 
Michael  came  in  and  was  soon  made  vice 
president  of  finance  and  administration. 
King,  with  a  Harvard  M.B.A.  and  a  mid- 
dle initial  "W" — standing  for  White  of 
White  Motor — started  flying  as  a  pilot 
for  Southwest. 

"If  it  were  a  simple  power  struggle 
between  two  people,  you'd  expect  to  see 
Rollin  King  as  president,"  says  Kelleher, 
who  helped  found  the  company  with 
King.  "He's  not,  and  there  are  no  plans 
to  give  him  a  greater  share  in  oper- 
ations." When  Forbes  reached  King  at 


New  Identity:  Lamar  Muse  is  think- 
ing of  trading  in  his  license  plates 
for  ones  that  say  "Ex- Pres." 


home,  he  said  that  he  was  on  leave  from 
his  duties  as  chief  pilot,  but  expected  to 
resume  flying  soon. 

Lamar  Muse  felt  he  had  reason  to 
respect  his  ideas  over  those  of  his  em- 
ployers. Originally  trained  as  an  accoun- 
tant, Muse  started  working  for  Trans- 
Texas  Airways  (now  Texas  International) 
in  1948.  From  there,  he  went  on  to 
several  different  airlines.  In  1969,  when 
he  was  president  of  Universal  Airlines,  a 
contract  passenger  and  cargo  carrier, 
Muse  got  into  a  fight  with  his  boss,  Don- 
ald J.  Matthews.  Matthews  had  his  eye 
on  some  new  747s,  but  Muse  disagreed. 
He  told  the  owner:  "You'll  buy  those 
747s  over  my  dead  body."  He  was  fired, 
but  within  a  year  Matthews  was 
bankrupt. 
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King  saved  Muse. from  an  early  retire- 
ment to  the  golf  course,  but  things 
looked  pretty  bleak  during  the  first  cou- 
ple of  years.  In  1971  Southwest  lost  $2.7 
million.  Weekend  flights  were  carrying 
only  13%  of  capacity.  "We  decided  to 
become  the  only  six-day  airline  in  the 
world,"  says  Muse.  But  since  planes  had 
to  go  back  to  Love  Field  in  Dallas  over 
the  weekend,  Muse  let  passengers  fly  on 
that  final  night  flight  for  a  $10  fare. 
"Within  three  weeks  we  were  leaving 
people  on  the  ground,  and  the  next  year 
we  turned  our  first  profit." 

The  real  challenge  to  Muse  was  to 
prove  that  Southwest's  strategy  could 
work  anywhere.  With  his  ornery  blend 
of  populism  and  business  savvy,  Muse 
rails  at  the  big  guys:  "All  the  other  carri- 


ers say  that  Southwest  can  only  do  it  in 
the  Dallas-Houston  market  with  all  those 
rich  Texans.  Hell,  it's  not  the  rich  people 
who  have  made  Southwest  successful, 
it's  the  secretaries  and  grandmothers. 
They're  in  the  Midwest,  too." 

Expanded  operations  would  also  es- 
tablish a  sort  of  Muse  empire  in  which 
there'd  be  room  for  son  Michael.  At  28, 
he  was  too  young  to  take  over  the  Texas 
operations  when  Muse  Sr.  went  to  Chi- 
cago to  start  the  subsidiary,  but  Michael 
could  have  run  Chicago  after  papa  re- 
tired. "That  was  my  plan,"  says  Muse, 
"not  necessarily  what  would  happen."  It 
didn't.  The  Wednesday  after  Muse  left, 
son  Michael  was  fired. 

Muse's  success  with  Southwest  had 
impressed  many  others  beside  himself. 


The  day  after  his  resignation,  South- 
west's  stock  dropped  nearly  three  points. 
But  as  Herb  Kelleher  notes,  "Any  chief 
executive  worth  his  salt — and  Lamar  cer- 
tainly was — creates  an  effective  organiza- 
tion. Most  of  our  officers  have  20  years' 
experience  in  the  business,  and  they're 
just  as  familiar  with  the  way  we  run 
things  as  Lamar  was."  In  March,  South- 
west had  its  peak  volume. 

Southwest  without  Lamar  Muse?  It 
has  a  grip  on  its  Texas  market,  and 
whether  or  not  it  gets  Midway,  it  makes 
money.  Lamar  Muse  without  South- 
west? A  bit  unsettled,  but  not  chastened. 
He  has  over  $1  million  in  Southwest 
stock  and  some  ideas  in  his  head.  Says 
he,  "Who  in  the  world  ever  started  two 
airlines  from  scratch?"  ■ 


Will  There  Ever  Be  A 
National  Securities  Market? 

Congress  says  there'd  better  be,  but  every  constituent 
has  his  own  idea  of  how  it  should  work. 


The  next  two  months  promise  yet 
another  rash  of  headlines  about  the  most 
confusing  and  least  popular  topic  on  Wall 
Street,  the  National  Market  System. 

A  pilot  system  of  something  called  the 
Intermarket  Trading  System  (ITS),  an 
electronic  network  intended  to  link  four 
stock  exchanges,  began  in  April.  The 
deadline  for  all  securities  exchanges  to 
submit  comments  and  timetables  for 
compliance  with  the  Securities  &  Ex- 
change Commission  plan  for  the  national 
market  was  Apr.  15.  Then,  on  May  1,  an 
improved  system  for  delivering  stock 
quotations  to  brokers  is  slated  to  begin 
operating. 

If  recent  history  is  any  guide,  these 
events  aren't  likely  to  answer  investors' 
questions  about  what  the  National  Mar- 
ket System  means  to  them,  especially 
the  big  question:  Will  it  lower 
commissions? 

At  this  point,  the  National  Market  Sys- 
tem seems  more  than  anything  like  the 
first  stages  of  an  amateur  theatrical.  Con- 
gress commissioned  the  show  back  in 
1975,  making  the  SEC  the  director.  The 
company  of  players  includes  the  New 
York  Stock  Exchange,  the  regional  ex- 
changes, the  National  Association  of  Se- 
curities Dealers,  big-time  brokers  like 
Merrill  Lynch  &  Co. ,  Inc.  and  over-the- 
counter  traders  like  Weeden  &  Co.  But 
the  roles  haven't  been  assigned.  In  fact, 
every  vested  interest  is  busy  working  on 
its  own  version  of  a  script  that  will  give  it 
a  juicy  part. 

The  root  of  all  the  controversy  is  the 


matter  of  whether  electronics  can  and 
will  replace  actual  exchange  floors.  Com- 
puter and  communications  technology 
that  exists  right  now  could  create  a  total- 
ly automated  system  linking  brokers  for 
buyers  and  sellers  efficiently,  cheaply 
and  fairly.  But  the  exchanges  would  like 
to  hang  on  to  what  they  have.  And,  of 
course,  they  insist  that  what  they  have 
best  serves  the  public  good. 

The  Big  Board's  version — the  ITS — is 
either  a  step  on  the  way  to  the  National 
Market  System  or  a  way  of  retarding  its 
advance,  depending  on  your  point  of 
view.  Though  it  was  supposed  to  connect 
four  exchanges  at  the  outset,  only  New 
York  and  Philadelphia  are  on  the  line 
now.  And  they  are  trading  only  1 1  stocks 
together,  though  the  plan  calls  for  50  by 
this  summer. 

What  ITS  does  now  is  allow  floor 
brokers  on  the  NYSE  to  seek  quotes 
from  Philadelphia.  If  Philadelphia  shows 
a  better  price,  a  broker  at  the  Big  Board 
can  electronically  execute  the  order  in 
Philadelphia,  and  vice  versa.  But  critics 
of  ITS  say  that  New  York,  with  85%  of 
the  securities  trade  already,  will  simply 
match  the  best  regional  bids  and  take 
more  business  from  them  tiirough  this 
link.  Neither  the  Midwest  nor  the  Cin- 
cinnati exchange — two  vocal  critics — will 
join  ITS. 

Whether  the  NYSE's  ITS  in  some  form 
will  become  a  part  of  the  illusive  NMS 
remains  to  be  seen.  But  it  is  difficult  to 
imagine  anything  significant  happening 
to  securities  trading  without  major  in- 


volvement by  the  NYSE.  It  has  a  huge 
vested  interest  in  the  status  quo,  and  isn't 
likely  to  move  quickly  to  wipe  out  the  fat 
profits  of  floor  brokers  and  specialists, 
despite  Congress  and  the  SEC. 

Despite  the  faltering  and  hesitation, 
there  is  a  national  market  plan.  Last 
January  the  SEC  set  forth  the  steps. 
First,  the  stock  exchanges  must  be 
linked  electronically,  with  floor  brokers 
at  one  exchange  able  to  trade  on  all 
markets.  Second,  brokers  who  deal  with 
investors  will  be  connected  to  each  mar- 
ket, so  they  can  trade  at  the  best  price, 
wherever  it  is.  In  line  with  this  step, 
the  SEC  on  Apr.  10  approved  a  pilot 
system  at  the  Cincinnati  exchange.  Its 
success,  of  course,  depends  on  approval 
of  vested  interests.  Third,  all  limit  or- 
ders— those  placed  at  prices  above  or 
below  the  current  level — will  go  into 
one  centra!  computer  file.  The  380  New 
York  specialists  who  earn  some  $60  mil- 
lion a  year  from  these  orders  may  resist 
that  step. 

The  day  when  anybody  who  wants  to 
make  a  trade  can  reach  everybody  else 
through  a  National  Market  System  will 
surely  come.  James  H.  Lorie,  professor 
of  business  administration  at  the  Univer- 
sity of  Chicago  who  served  on  the  Na- 
tional Market  Advisory  Board  appointed 
by  the  SEC,  insists,  "Transaction  costs 
will  go  down.  Increased  competition 
among  buyers  and  sellers  will  narrow  the 
gap  between  the  highest  and  lowest  of- 
fer." But  don't  hold  your  breath.  It  isn't 
going  to  happen  overnight.  ■ 
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WHY  THE  VOLVO  264 
COULD  BE  THE  BEST  CAR 
YOU'VE  EVER  OWNED. 


We'd  like  to  say  it's  because  it's  a  Volvo. 

Or,  because  it's  the  best  Volvo  we  make. 

But  the  fact  is,  we  think  the  Volvo  264  could  be 
he  best  car  you've  ever  owned,  because  a  majority  of 
)ur  owners  think  it's  the  best  car  they  \>e  ever  owned. 

In  a  survey  conducted  by  K.  M.  Warwick 
Marketing  Research,  a  national  sampling  of  new  car 
)wners  were  asked:  "Would  you  consider  your 
)resent  car  the  best  car  youVe  ever  owned?" 

The  responses  were  very  revealing.  More  Volvo 
)wners  answered  "yes'"  than  the  owners  of  Lincoln 
Continentals,  Cadillac  Sevilles,  Chrysler  New  Yorkers 
ind  53  other  models  from  Detroitf 

The  reason  for  this  is  something  you  have  to 
Irive  a  Volvo  264  to  understand.  Only  then  can  you 
ully  appreciate  the  feeling  of  a  luxury  car  that  has 
)een  fit  together,  rather  than  slapped  together. 

Or  the  incredible  comfort  that  comes  not  just 

"Survey  conducted  among  owners  of  new  cars  bought  in  May,  1977. 


from  the  264's  interior  roominess,  but  from  the 
Volvo's  superior  seats.  They  were  orthopedically 
designed  and  adjust  in  9  different  ways,  including 
from  "firm"  to  "soft"  against  the  small  of  your  back. 
(The  driver's  seat  even  heats  up  automatically  when 
the  temperature  drops  below  57°.) 

Of  course,  you'll  also  appreciate  the  civilities 
you  expect  to  find  in  other  luxury  cars.  Except  with  a 
264  you'll  appreciate  them  even  more,  because  they're 
standard.  There's  power-assisted  steering,  air  condi- 
tioning, sun  roof,  electrically  controlled  side  view 
mirrors,  power  windows,  tinted  glass,  metallic  paint 
and  leather  everywhere  you  sit. 

So  if  you're  among  the  fortunate  few  who  can 
afford  the  car  you've  always  dreamed  about,  maybe 
you  should  test  drive  a  car  you've  never  even 
thought  about. 

A  Volvo  264. 
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VOLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


"If  your  plumbing  isn't  copper, 

you  could  be  in 
hot  water." 

The  owner  of  this  new  house  just  made  a  wise  choice:  copper  tube.  That 
means,  under  normal  use,  he  should  never  be  stuck  with  clogging,  rusting  or 
costly  replacement.  What's  more,  copper  does  not  burn  or  produce  harmful 
fumes  in  the  event  of  fire. 

And  as  a  bonus,  copper  plumbing  increases  the  value  of  his  investment. 

Those  are  the  facts  about  copper  that  most  people  know  and 
appreciate.  But  copper  has  other  advantages  which  are  not  as  well  known, 
advantages  which  could  be  of  tremendous  importance  if  you're  planning  to 
build  a  house,  factory,  school,  office  building,  or  practically  anything  else— 
now  or  in  the  future. 

•  America  is  virtually  self-sufficient  in  copper.  We  need  not  worry  about 
being  rationed  or  cut  off  by  foreign  suppliers.  This  is  not  true  of  some 
other  metals  and  petroleum-based  plastics  which  rely  heavily  on 
imported  raw  material. 

•  Almost  half  of  America's  copper  needs  are  met  through  recycling  copper 
scrap,  further  assuring  its  long-term  availability. 

•  Over  the  last  25  years,  copper's  salvage  value  has  more  than  doubled. 

•  No  one  needs  to  be  reminded  of  the  increasing  cost  of  energy.  But  it's  good 
to  know  that  copper  takes  comparatively  little  energy  to  produce.  For  — 
example,  a  pound  of  copper  requires  less  than  half  the  amount  of  energy 
needed  to  produce  a  pound  of  aluminum. 

If  you're  making  a  decision  between  copper  and  a  substitute,  write  or 
call  us.  We  want  to  keep  you  out  of  hot  water. 

,  ,  pheips 
if  dadqe 

■  U 300  Park  Avenue,  New  York,  NY  10022 

Today,  more  than  ever,  there's  no  real 
substitute  for  copper. 


Help!  The  young  farmers  in  the  American  Agriculture  Movement  gambled  and  lost,  and  now  want  the  government  to  bail  them  out. 


Question  For  Congress: 

Should  the  American  consumer  be  subjected 
to  additional  inflation  to  take  a  minority  of  over- 
extended farmers — and  their  bankers — off  the  hook? 


By  JAMES  FLANIGAN 

What's  ailing  the  American  farmer? 
Why  is  a  vocal  minority  among  them 
behaving  like  spoiled  teenagers,  driving 
tractors  around  the  White  House,  block- 
ing highways,  demanding  that  Congress 
vote  them  higher  prices  for  their 
products? 

Aren't  farm  prices  rising — by  an  esti- 
mated 7%  this  year?  Hasn't  good  Iowa 
farmland  gone  up  in  value  from  just  over 
$600  an  acre  a  dozen  years  ago  to  $3,200 
today,  making  millionaires  out  of  many 
once-struggling  farmers? 

Correct.  So,  what's  the  problem? 

The  problem  is  simply  this:  As  many 
as  20%  of  the  2.7  million  farms  in  the 
U.S.  are  so  deeply  in  debt  that  their 
owners  are  in  trouble  at  the  bank.  Total 
farm  debt  stood  at  $119  billion  by  the 
end  of  1977.  That's  a  100%  increase  since 
1971,  and  the  interest  cost  of  all  this  debt 
consumes  as  much  as  50%  of  total  farm 
income. 

Nobody  forced  the  farmers  to  get  so 
deeply  into  debt.  Like  other  business- 
men in  the  early  Seventies,  many  farm- 
ers were  carried  away  by  their  own  feel- 
ings of  prosperity  and  borrowed  to 
expand.  Now,  a  Congress  notably  un- 


sympathetic to  the  cities'  plight  and  to 
the  rundown  state  of  U.S.  defense  is 
readying  emergency  legislation  to  rescue 
this  farm  minority  from  the  results  of 
their  own  folly.  One  bill,  whose  chief 
sponsor  is  Senator  Robert  Dole 
(R-Kan.) — that  frequent  foe  of  govern- 
ment spending — could  cost  consumers 
as  much  as  $49  billion  (see  box).  That  is 
the  extreme.  But  any  measure  Congress 
passes  will  be  inflationary. 

It  is  a  myth — carefully  cultivated  by 
farm  spokesmen — that  retailers,  proces- 
sors, packagers  and  transporters  get  the 
biggest  piece  of  the  food  dollar  and  that 
the  farmer  gets  very  little  of  it.  Totally 
untrue.  In  fact,  a  full  40%  of  the  super- 
market price  goes  to  the  farmer — or  to 
the  farmer's  banker. 

Only  a  minority  of  farmers  are  heavily 
in  debt.  The  older  farmers,  by  and 
large,  are  sitting  pretty  with  their  high 
land  values  which  guarantee  comfort- 
able retirement  income  and  a  substan- 
tial legacy  to  their  children.  The  prob- 
lem is  the  younger  farmers.  When  the 
older  one  sells  out  and  moves  to  San 
Diego  or  Phoenix,  a  younger  farmer 
comes  along  and  buys  him  out — at  high 
prices.  And  the  younger  man  must  bor- 
row the  money.  The  result  is  that  a 


good  many  young  farmers  have  big  as- 
sets but  very  little  in  the  way  of  net 
worth.  The  bulk  of  this  $119-billion 
debt  was  secured  by  mortgages  on  land 
incurred  either  to  buy  the  land  or  to 
buy  additional  land.  At  today  s  prevail- 
ing rates,  the  farmers  are  paying  at  least 
$10  billion  in  interest  every  year. 

The  same  factor  that  hurts  younger 
farmers — sky-high  land  costs — is  also 
rough  on  almost  all  farmers.  Most  farm- 
ers own  half  or  less  of  the  land  they  farm. 
The  rest  they  work  either  on  a  cash-rent 
basis  or  on  a  crop-share  arrangement. 
The  renters  are  really  feeling  the  pinch 
because  as  land  prices  rise  so  do  the 
rents.  Ohio  farmland  that  rented  for 
$29.20  an  acre  annually  in  1973  rented 
for  $58.20  last  year.  In  the  crop-share 
arrangement,  the  landowner  and  the 
farmer  split  fertilizer  costs  and  the  pro- 
ceeds from  the  crop.  But  driven  by  the 
rise  in  land  prices  and  the  consequent 
declining  return,  owners  have  been  fa- 
voring cash  rent  agreements — which 
transfer  all  the  risk  to  the  farmer.  If 
Senator  Dole  is  sincerely  interested  in 
the  farmer,  he  ought  to  look  for  ways  to 
stop  the  speculation  in  farmland  rather 
than  for  ways  to  make  that  speculation 
pay  off  by  raising  food  prices. 
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A  quarter  of  a'  century  ago,  farmers 
were  much  poorer  than  they  are  today. 
But  they  also  owed  a  great  deal  less. 
Hence  the  paradox:  The  richer  farmers 
get,  the  higher  farm  deht  mounts. 

The  trouble  stems  directly  from  the 
farmers'  best  years  ever,  1973  and  1974. 
Those  were  the  years  of  huge  Russian 
purchases  of  American  grain,  of  the  Nix- 
on Administration's  plan  to  maximize 
U.S.  farm  production,  supply  world  mar- 
kets and  save  the  U.S.  dollar.  Those 
were  the  years,  too,  of  record  prices  for 
wheat,  corn  and  soybeans.  Wheat  at  $5  a 
bushel  in  1973  was  three  times  its  price 
in  1971.  One  section  of  land  (640  acres) 
at  average  western-wheat  yields  could 
produce  $112,400  of  gross  income  in 
1973,  where  in  1971 — at  very  similar 
costs  of  production — it  produced  only 
$34,300  gross.  Soybeans  actually  went  to 
$10.84  a  bushel  at  one  point  in  1973  vs. 
$7  today,  under  $5  at  harvest  last  fall  and 
$3.43  a  bushel  in  1972.  Corn,  during 
most  of  the  decade  before  the  miraculous 
year  1973,  had  sold  for  under  $1.50  a 
bushel.  In  1973  it  went  to  $3.63.  Many 
farmers  were  rolling  in  money.  Not  all  of 
them,  of  course;  there  were  still  hun- 
dreds of  thousands  of  struggling  subsis- 
tence farmers.  But  a  substantial  minority 
of  farmers  was  getting  rich.  They  were 
also  spending  like  mad. 


"I  had  farmers  coming  in  to  tell  me' 
that  they  were  buying  machinery  as  a  tax 
shelter,"  says  a  banker  in  a  small  Illinois 
town.  Sales  of  John  Deere  &  Co.  leaped 
from  $1.5  billion  to  $2.5  billion  between 
1972  and  1974;  International  Harvester's 
volume  rose  $1.5  billion  to  $5  billion  in 
the  same  years. 

In  1974  the  good  times  continued, 
making  a  string  of  three  good  years  in  a 
row.  Sons  who  had  gone  off  to  college 
came  back  to  the  farm.  The  good  life 


". . .  A  quarter-century  ago, 
farmers  were  much  poorer 
than  they  are  today.  But  they 
owed  a  great  deal  less  . . ." 


could  be  had  at  home  after  all,  the  blue- 
bird of  happiness  was  right  in  their  own 
back  40— or  640. 

Amid  the  rejoicing  in  this  long-await- 
ed prosperity,  many  farmers  made  their 
big  mistake.  It  was  a  common  enough 
mistake;  businessmen  make  it  all  the 
time.  They  bought  land  at  ever-increas- 
ing prices — that  is,  they  expanded  their 
capacity  at  the  wrong  time. 

It  was  understandable.  Land  is  the 
farmer's  raw  material.  By  buying  pre- 


viously leased  land,  the  farmer,  in  effect, 
is  integrating  backward.  As  food  prices 
rose,  local  banks  encouraged  favored 
farmers  to  make  land  purchases  at  higher 
and  higher  prices,  either  financing  the 
mortgages  themselves  or  referring  the 
farmers  to  the  Federal  Land  Bank  which 
bases  its  variable  interest  rates  on  its 
government-backed  cost  of  money. 

Speculative  madness?  It  didn't  look 
that  way  at  the  time.  After  all,  the  farm- 
ers who  were  paying  high  prices  for  their 
new  land  often  had  plenty  of  other  acre- 
age bought  in  the  1950s  and  1960s  at 
lower  prices.  Their  average  cost  of  land 
wasn't  very  much  at  all.  (So  what  if  you 
paid  $3,000  an  acre  for  200  additional 
acres,  if  you  already  owned  500  acres  at 
$600?  Your  average  cost  was  only  $1,285 
an  acre,  wasn't  it?  And  you  were  buying 
the  new  land  with  bank  money,  with  the 
interest  fully  deductible  from  your  swell- 
ing income  tax  bill.) 

Then  the  bubble  burst.  Farm  prices 
dropped  sharply,  but  the  price  of  farm- 
land didn't  drop.  Product  prices  didn't 
drop  back  to  the  levels  of  the  early  Sev- 
enties, but  they  dropped  far  enough  to 
hurt  badly  farmers  who  were  trying  to 
carry  high-priced  land  and  expensive 
new  equipment.  And  what  good  were 
those  income  tax  offsets  if  your  income 
was  down  so  much? 


Farmers  Struck  It 
In  1973... 
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"You  can't  justify  these  present  land 
prices,"  says  President  Billy  C.  Kemper 
of  the  First  National  Bank  of  Newton,  111. 
(assets:  $35  million).  "At  current  prices, 
the  land  can't  pay  the  interest."  In 
Kemper's  part  of  Illinois,  corn  yields  run 
about  110  bushels  to  the  acre,  and  at 
harvest  time  last  fall  and  for  months 
afterward  corn  was  selling  at  or  under  $2 
a  bushel.  It  takes  about  $100  per  acre  in 
out-of-pocket  expenses  to  produce  corn, 
leaving  about  $120  per  acre  as  gross  prof- 
it at  recent  prices.  If  a  farmer  has  recent- 
ly borrowed  money  to  buy  an  acre  of 
ground  around  Newton  at  $1,800,  he  is 
in  trouble  at  $2  a  bushel.  "At  9%  he's 
looking  at  $162  interest  payment  per 
acre  [vs.  $120  in  net  cash  flow]  and  I 
don't  know  any  lender  anywhere  who'll 
allow  you  to  pay  only  interest  and  no 
principal,"  says  Kemper. 

In  Marshalltown,  Iowa  (pop.:  27,250), 
near  some  of  the  most  fertile  soil  in  the 
U.S.,  President  Thomas  R.  Smith  of  the 
Fidelity  Brenton  National  Bank  has  been 
reviewing  some  figures  on  local  farmers. 
"Back  in  1950,"  says  Smith,  who  serves 
as  a  consultant  to  the  Federal  Farm 
Credit  System,  "debt  service  was  10%  of 
income  for  farmers  in  this  area.  Today 
it's  70%." 

As  prices  for  crops  have  returned  to 
normal — rather  than  boom — levels,  the 


margin  for  error  has  narrowed.  For  ex- 
ample, just  outside  Marshalltown, 
George  Howard  and  his  son  Gary  and 
son-in-law  Robert  Wagner  fatten  660 
head  of  cattle  on  630  acres.  Howard  buys 
cattle  weighing  500  pounds  to  750 
pounds  and,  using  corn  and  alfalfa  he 
raises  on  his  own  acreage,  adds  some  350 
pounds  to  the  animals  over  five  months. 
It  costs  him  30  cents  a  pound  of  added 
weight.  Howard  is  doing  well  this  year 
because  cattle  currently  are  bringing 


".  . .  'I  had  farmers  coming 
in  to  tell  me  that  they 
were  buying  machinery  as 
a  tax  shelter' .  . ." 


more  than  50  cents  a  pound.  Counting 
the  rise  in  beef  prices  since  he  bought 
his  animals,  Howard's  operation  will 
clear  about  $60,000  this  year.  Not  bad- 
except  that  last  year,  to  provide  Wagner 
and  his  son  with  a  stake  of  their  own, 
Howard  bought  them  290  acres  of  land  at 
$1,585  an  acre — $459,650  in  all— and  he 
borrowed  every  cent.  His  annual  inter- 
est payment  is  $37,410  on  those  land 
loans  plus  a  Small  Business  Administra- 
tion loan  for  $49,550.  Only  by  using  their 


machinery  to  cut  corn  feed  for  others  can 
the  trio  manage  to  keep  their  heads 
above  water.  The  hours  are  long,  the 
work  hard,  but  Howard  is  still  a  happy 
man.  He  may  be  cash-poor  but  he  is 
land-rich.  (He  is  naturally,  at  the  same 
time,  also  praying  for  still  higher  prices.) 

Neither  George  Howard  nor  his  young 
partners  have  joined  any  tractor  parade 
anywhere.  But  over  in  Moultrie  County, 
111.,  in  the  town  of  Sullivan,  Eugene  C. 
Rowe  is  a  member  of  the  American  Agri- 
culture Movement,  famed  for  its  disrup- 
tive tractor  tactics,  mostly  because  his 
son,  Bill,  who  lives  in  nearby  Bethany,  is 
very  active  in  the  organization. 

What  are  the  Rowes  so  fussed  about? 
They're  not  doing  badly.  Of  the  1,165 
acres  they  farm,  Gene  Rowe  owns  325 
acres  that  he  inherited  from  his  father 
and  Bill  owns  160  acres  that  he  bought  in 
1973  for  $1,150  an  acre.  Comparable 
land  in  Moultrie  County  today  sells  for 
$3,200  to  $3,500,  which  would  make  the 
Rowe  land  worth  $1.5  million.  Press  the 
Rowes  and  they  will  concede  that  they 
are  not  really  hurting.  They  seem  to  be 
protesting  largely  out  of  a  sense  of  soli- 
darity for  younger  farmers  who  haven't 
yet  built  much  net  worth. 

Everywhere  one  goes  in  the  farm 
country  today,  one  hears  concern  for  the 
younger  fellows.  Out  in  the  Oklahoma 
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wheat  belt,  the  banks  are  refinancing 
loans  to  farmers.  The  Security  National 
Bank,  in  Enid,  now  has  78%  of  its  depos- 
its on  loan,  a  ratio  about  10%  higher  than 
Executive  Vice  President  Zan  W. 
Mourer  finds  comfortable.  Refinancings 
are  to  blame,  he  explains.  The  Security 
National  hasn't  yet  foreclosed  on  any  of 
its  loans,  but  the  First  National  Bank  & 
Trust,  across  the  main  square,  has  done 
some  foreclosing.  The  First  National, 
says  President  Bill  Harris,  is  currently 
holding  $250,000  worth  of  foreclosed 
farmland  pending  a  sheriff's  sale.  Count- 
ing the  lost  loan  interest,  plus  fees,  the 
bank  will  take  a  writeoff  on  that  sale.  The 
real  danger,  however,  is  what  will  hap- 
pen if  land  prices  soften.  "I  think,"  says 
Bill  Harris,  who  used  to  be  a  bank  exam- 
iner, "you  have  another  bubble  in  the 
making.  '  At  this  point  any  businessman 
would  ask.  Why  does  land  stay  high  if  it 
doesn't  yield  enough  income  to  support 
the  high  price?  It  wouldn't  happen  in 
business.  Is  farmland  different? 

It  is  different,  in  part,  because  farm- 
land is  considered  such  an  excellent 
hedge  against  inflation  that  investors  are 
willing  to  accept  a  low  return  on  it — 
foreign  investors,  particularly.  Prices 
stay  high,  too,  because  farmers — as 
farmers  have  done  since  the  very  dawn 
of  history — like  to  accumulate  land  but 
sell  only  if  forced  to.  Literature  abounds 
with  tales  of  land-rich,  money-poor  rural 
landowners. 

However,  it  is  not  true  that  farmland 
prices  never  drop.  They  fell  steadily  in 
the  1920s,  and  almost  6,000  rural  banks 
failed.  They  dipped,  though  onlv  slight- 
ly, in  1949  and  again  in  1953  and  1959. 
Today,  were  the  banks  to  foreclose  on  all 
the  farmland  that  is  delinquent,  millions 
of  acres  would  come  on  the  market,  and 
prices  would  drop  sharply.  Banks  would 
fail.  And  collateral  behind  other  loans 
would  decline  alarmingly  in  value. 

Is  it  any  surprise  that  the  farmers  and 
their  bankers  are  looking  to  Congress  to 
bail  them  out — at  the  expense  of  taxpay- 
er and  consumer? 

Not  every  farmer  is  on  the  verge  of 
bankruptcy,  but  many  are  hurting.  Take 
David  Shepard,  27,  of  Helena,  Okla. 
who  bought  160  acres  of  farmland  for 
$106,000  and  240  acres  of  grassland  for 
$54,000  in  1973.  The  severity  of  the  past 
two  winters  have  hurt  him  because  in- 
stead of  his  cattle  earing  the  green 
ground  cover,  they  had  to  eat  hay,  some 
of  which  he  had  to  buy  at  $2  a  bale.  A 
note  for  $35,000  he  owed  to  the  Security 
National  has  grown  to  $70,000  and  is 
being  refinanced;  his  land  payments  to 
the  Federal  Land  Bank  are  $12,000  a 
year.  On  the  other  hand,  cattle  prices 
are  good  just  now,  and  David  Shepard 
has  been  considering  leaving  his  cattle 
on  the  land  through  May,  allowing  them 
to  eat  the  wheat  crop.  "I  can  realize  $5  a 
bushel  by  putting  the  wheat  through  the 


Generation:  Eugene  C  Rowe  of  Sullivan,  III.  owns  325  acres  but  his  father 
rented  most  of  his  life.  Rowe  wants  "my  son  to  have  a  business  to  continue  in." 


After:  George  Howard  of  Laurel,  Iowa  owns  320  acres  for  which  he's  been 
offered  $2,300  an  acre.  He  bought  290  more  acres  last  year  "for  the  kids." 


Generation:  George  Martin  (left)  of  Sullivan  owns  340  acres.  Says  Martin,  "If  my 
son  Phil  didn't  want  to  farm,  I'd  sell  and  get  a  better  return  for  my  money." 
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cattle,"  says  Shepard.  Moreover,  his 
land  has  appreciated  and  Shepard  is  still 
farming  with  machinery  bought  cheaply 
at  the  start  of  the  decade.  He  will  very 
likely  come  through  all  right  but  would 
be  breathing  easier  if  Congress  would 
put  up  farm  prices. 

His  neighbor  Lindel  McCollum  is  less 
secure.  McCollum,  35,  used  to  be  a  fer- 
tilizer salesman  in  Kansas  and  Oklaho- 
ma. In  1973  he  sold  his  house  to  raise  the 
down  payment  and  bought  160  acres  for 
$104,000  with  a  Federal  Land  Bank 
Mortgage.  He  also  made  a  poor  invest- 
ment in  cattle  in  1973  with  the  result 
that  he  owes  the  local  bank  over 
$100,000  today.  He  is  feeding  550  head 
of  cattle  this  year  but  they're  not  his 
own.  He  couldn't  finance  the  purchase  of 
200  head  for  himself,  so  he  is  selling  his 
labor  to  another  cattle  owner  in  return 
for  payment  of  30  cents  per  pound  of 
gain.  That  owner,  not  McCollum,  will 
reap  the  reward  from  50-cent  cattle. 

As  heavily  in-debt  farmers,  both 
McCollum  and  Shepard  belong  to  the 
militant,  tractor-wielding  AAM  which 
supports  Senator  Dole's  giveaway  farm 
bill  (see  box).  Both  McCollum  and  Shep- 
ard made  honest  business  mistakes. 
They  are  asking  the  taxpayer  and  the 
consumer  to  bail  them  out.  There  is  no 
good  reason,  however,  why  the  consum- 
er and  the  taxpayer  should.  Should  we 
take  seriously  the  threat  of  farmers  to  go 
on  strike?  No.  Michael  Gorham,  econ- 
mist  with  the  Federal  Reserve  Bank  of 
San  Francisco,  points  out:  "Given  the 
debt  burden  faced  by  most  farmers,  they 


Tied  To  The  Land:  David  Shepard  (left)  and  Lindel  McCollum  were  active  in 
tractor  parades.  But  with  debts  like  theirs  they  can  hardly  go  on  strike. 


could  not  afford  to  skip  a  growing 
season." 

No  one  begrudges  prosperity  to  the 
hardworking  farmer.  But  the  question 
the  American  people  should  be  asking 
themselves  is:  Is  subsidizing  the  price  of 
farmland  the  way  to  achieve  this?  If  basic 
economics  are  allowed  to  prevail,  if  a 
small  number  of  overextended  farmers 
go  to  the  wall,  if  farmland  prices  drop, 
there  will  be  no  diminution  of  food  pro- 
duction; others  will  take  the  place  of  the 
wiped-out   farmers.    But   raising  farm 


prices  to  hold  up  the  price  of  farmland 
isn't  very  different  from  trying  to  help 
shareholders  who  have  losses  in  their 
portfolios  by  subsidizing  corporate  earn- 
ings to  raise  stock  prices.  Or  paying  huge 
subsidies  to  New  York  City  so  that  it  can 
continue  to  grant  huge  pay  raises  to  its 
policemen,  clerks  and  teachers. 

The  nation  will  never  make  progress 
against  inflation  if  Congress  continues  to 
grant  financial  boons  to  special  interests 
at  the  expense  of  taxpayers  and 
consumers.  ■ 


Senator  Robert  Dole's  Great  Treasury  Raid 


Supposing,  in  order  to  keep  Chrysler  Corp.  from  default- 
ing on  its  debt,  the  federal  government  agreed  to  guaran- 
tee a  price  for  automobiles  that  would  cover  all  of 
Chrysler's  cost — including  interest  and  taxes  and  a  return 
on  its  capital?  Chrysler,  in  return,  would  promise  not  to 
produce  cars  beyond  80%  of  capacity,  in  order  to  avoid 
horrendous  overproduction.  Auto  prices  would  rise, 
Chrysler  stock  would  soar.  To  the  extent  they  didn't  rise 
as  high  as  the  guarantee,  the  federal  taxpayer  would  make 
up  the  difference. 

Cries  of  outrage,  of  raid-on-the-Treasury  would,  of 
course,  greet  such  a  proposal,  but  it  is  very  close  to  what 
the  nation's  farmers  enjoy  under  the  Carter  Administra- 
tion's guarantee  of  $3  a  bushel  for  wheat.  When  wheat  falls 
below  $3,  the  government  makes  up  the  difference.  In 
return,  the  farmers  agree  to  idle  20%  of  their  acreage. 

The  farmers  will  get  an  even  sweeter  deal  this  year, 
thanks  to  prodding  of  the  Administration  by  Congress.  If, 
instead  of  selling  the  wheat,  the  farmers  feed  it  to  cattle, 
the  Feds  will  pay  them  a  subsidy  of  50  cents  a  bushel.  In 
other  words,  wheat  used  for  cattle-feeding  will  be  cheaper 
than  wheat  used  for  people-feeding.  Reverting  to  the 
Chrysler  fantasy,  it's  as  if  the  government  paid  a  direct 
subsidy  to  the  company  if  it  agreed  to  produce  more 
trucks  and  fewer  passenger  cars. 

But  Senator  Robert  Dole  thinks  that  even  this  is  not 
good  enough  for  his  constituents.  Dole  has  introduced  a 


bill  which  would  pay  farmers  more  for  wheat  not  pro- 
duced than  for  wheat  produced.  By  agreeing  to  idle  one- 
third  of  his  acreage,  the  farmer  would  be  guaranteed 
prices  as  high  as  $5.04  per  bushel  of  wheat  and  $3.45  for 
corn;  lesser  cutbacks  would  mean  lower  prices  for  the 
individual  former.  All  this  in  the  name  of  some  obscure 
principle  called  "parity" — the  price  which,  in  theory, 
would  restore  form  purchasing  power  to  the  relative 
position  it  held  way  back  in  1910-14.  It's  as  if  someone 
proposed  paying  Chrysler  more  for  each  car  the  further  it 
cut  back  production.  The  prices  of  cars  would,  presum- 
ably, rise  on  scarcity  value  that  the  Treasury  had  helped 
create.  And  Chrysler  executives  could  go  fishing. 

The  Administration's  farm  plan,  with  its  $3  wheat  guaran- 
tee, would  increase  farm  income — at  the  expense  of  the 
consumer — by  about  $4  billion .  But  the  Dole  bill  could  raise 
food  prices  by  20%,  a  $49-billion  tax  on  the  consumer. 
(Political  hypocrisy  is,  however,  nonpartisan.  Among  the 
strongest  supporters  of  conservative  Republican  Dole's 
proposal  to  soak  the  urban  poor  for  the  benefit  of  the  rural 
well-to-do  is  that  outstanding  liberal  Senator  George  Mc- 
Govern.  Much  to  their  credit,  Senators  William  Proxmire 
and  Richard  Clark,  though  both  representing  partly  rural 
constituencies,  are  flatly  against  the  Dole  bill.) 

The  talk  is  that  Carter  would  veto  the  Dole  bill  or 
anything  like  it.  But  what  a  jackpot  the  Dole  bill  would  be 
for  speculators  in  farmland!  — j.F. 
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Who  Gets  Hung? 


Who  is  going  to  pay  for  the  American  farmers' 
credit  spree?  The  farmers?  Or  the  innocent  consumer? 


The  genesis  of  the  current  farm  mess  was  in  1972  and 
1973.  Prior  to  that,  farm  income  had  grown  slowly.  It  was 
$2,300  per  farm  in  1950,  $4,800  in  1970— adjusted  for 
inflation,  a  gain  of  30%  in  20  years.  But  farm  income 
exploded  in  1972,  jumping  to  $6,200,  then  to  $10,600  the 
next  year  and  subsiding  only  a  bit  to  $9,925  the  following 
year.  Even  adjusted  for  inflation,  average  farm  income 
climbed  by  60%  between  1970  and  1974.  For  poor  farmers 
this  was  a  blessing,  for  prosperous  ones  a  bonanza.  For 
owners  of  farmland,  whether  actual  farmers  or  not,  it  was 
a  jackpot.  Illinois  farmland  that  sold  for  $567  in  March 
1973  went  for  $1,508  in  November  1977.  Even  in  cold, 
barren  Maine,  farm  acreage  nearly  doubled  in  value  over 
this  period.  Gains  like 
this   make    the  owners 


Fertile  Fields  For  Folly 

Below,  some  soil  samples  documenting  the  sharp  rise  in  farmland 
prices.  It  was  on  the  strength  of  that  rise  that  banks  were  eager 
to  lend  and  farmers  to  borrow.  But  now  the  debt  load  is  heavy. 


recent  ratios  of  farm  debt  to  farm  income  have  no  prece- 
dents in  this  century." 

It  should,  therefore,  surprise  no  one  to  learn  that  74% 
of  country  banks  (a  country  bank  is  a  bank  with  at  least 
one-quarter  of  its  loan  portfolio  in  farm  loans)  in  the 
Minneapolis  Federal  Reserve  district  report  slowdowns  in 
farm  loan  repayments,  vs.  only  3%  in  1973.  The  Kansas 
City  Fed  district  recently  reported  that  55%  of  farm 
borrowers  there  have  "serious  cash  flow  problems." 

Will  some  country  banks  fail?  Will  new  credit  dry  up  in 
farming  areas?  As  things  now  stand,  the  problems  are 
probably  manageable.  But  what  happens  if  the  Federal 
Reserve  is  forced  to  tighten  credit  further — either  to 

support  the  dollar  or  to 
check  inflation?  Then  the 


CASS  COUNTY 
1972—5250  00 
1978— 8780  00 


FARIBAULT  COUNTY 
1972— S474  00 
1978-2,400.00 


feel  good. 

Farmers  are  business- 
men, and  when  busi- 
nessmen feel  good,  they 
tend  to  step  up  spend- 
ing. Farmers  went  on  an 
equipment-spending  and 
land-buying  spree. 

And  where  were  the 
bankers  when  their  cus- 
tomers were  acting  as  if 
it  were  going  to  be 
Christmas  12  months  a 
year?  Were  the  bankers 
urging  caution?  Are  you 
kidding?  Country  bank- 
ers— and  some  not-so- 
country — were  pushing 
money  at  farmers  the 
same  way  their  city  cous- 
ins around  the  same  time 
were  pushing  money  at 
real  estate  investment 
trusts.  This  shows  in  data 
collected  by  the  Federal 
Reserve  Bank  of  Minne- 
apolis: At  the  start  of  this 
decade  only  32%  of  the 
reporting  banks  were 
"'actively    seeking  new 

farm  loan  accounts."  By  v  

1974  the  percentage  had 

soared  to  75%.  Actively  seeking.  That  is,  knocking  on 
farmers'  doors  and  urging  them  to  borrow.  Farm  debt, 
which  stood  at  $53  billion  in  1970,  rose  to  $65  billion  in 
1973  and  now  stands  at  $119  billion. 

What  is  surprising  is  that  when  farm  prices — and  farm 
profits— dropped  in  1975,  land  prices  went  right  on  rising. 
So,  most  farmers  continued  to  feel  good.  What  they  lost 
on  cash  income  they  made  up  on  continued  land  apprecia- 
tion. They  went  on  buying  and  borrowing. 

Sitting  in  his  Washington  office.  Federal  Reserve  senior 
economist  Emanuel  Melichar  says  flatly:  "The  recent  in- 
creases in  farm  debt  are  far  outside  the  previous  bounds  of 
their  relationship  to  farm  cash  flow  and  net  income.  The 


OZAUKEE  COUNTY 
1972—8756  00 
1978—81.980.00 


HUMBOLDT  COUNTY 
1372— $673  00 
1978— 82,272  00 


BENTON  COUNTY 
1972— 89*5  00 
1978— S3  000  00 


PIATT  COUNTY 
1972— S1070  00 
1978— 83.600  00 


Price*  Statffd  Are  Yearly  Averages 


country  banks  won't  at- 
tract new  deposits  and 
their  existing  assets  will 
be  tied  up  in  slow  loans; 
a  real  rural  credit 
squeeze  could  develop. 

Foreclosures?  An  epi- 
demic of  them  is  entirely 
unlikely,  since  federal 
farm  credit  agencies 
stand  ready  to  help  farm- 
ers in  need.  So,  what 
happens  if  prices  of  farm- 
land start  to  slide?  David 
Lins,  an  economist  with 
the  Agriculture  Depart- 
ment, warns  that,  having 
gone  up  so  far  and  so 
fast,  prices  of  farmland 
could  start  to  come 
down.  Lins  points  out 
that  while  farmland  still 
appears  attractive  to 
some  investors,  farmers 
themselves  now  lack  the 
equity  to  finance  further 
acquisitions.  "If  expecta- 
tions of  capital  gains  are 
reduced  or  reversed,  he 
emphasizes,  "a  decline 
in  land  values  would 
likely  follow.' 

What  would  happen  to  all  those  farmers  loans  in  banks 
which  are  backed  by  high-priced  land?  A  decline  in  land 
prices  would  be  costly  to  banks  and,  even  more  so,  to 
farmers  who  have  been  caught  up  in  a  speculative  boom. 

But  lower  land  prices  might  actually  benefit  some  farm- 
ers, making  it  easier  for  younger  farmers  to  get  a  start  and 
helping  the  tenant  farmer,  since  the  landlord's  share  is 
based  on  land  values,  not  product  prices. 

"Credit  supports  agriculture  like  a  rope  supports  a  hanged 
man,"  Louis  XIV  is  supposed  to  have  said.  Who  will  be 
hanged  by  the  explosion  in  farm  credit?  A  certain  number  of 
farmers?  Or  215  million  American  consumers?  ■ 

— Ben  Weberman 


40 


FORBES,  MAY  1,  1978 


Once  More  With  Planning:  Cutbacks  completed,  Alibrandi  {second,  left)  and  his  team  are  ready  to  expand  again. 

Conglomerate  Resurgent 

Since  1970,  acquisition  king  Whittaker  has 
moved  out  of  nearly  100  businesses.  Its  one  new 
venture  now  accounts  for  nearly  half  of  corporate  profits. 


By  PAUL  STURM 

Whittaker  Corp.  typified  the  excesses 
of  the  conglomerate  era.  Its  president, 
Dr.  William  Duke,  was  an  aggressive 
scientist  bent  on  one-upping  Interna- 
tional Telephone  &  Telegraph  Corp.'s 
Harold  Geneen,  his  former  boss.  To  do 
that,  Duke  took  an  obscure  Los  Angeles 
aerospace  firm  and  snapped  up  nearly 
150  companies  in  three  years,  leading 
the  Forbes  earnings  growth  roster  back 
in  1969. 

Duke's  acquisitions,  however,  were  in 
a  hodgepodge  of  unrelated  industries, 
and  the  amalgam  was  as  short-lived  as  his 
career.  In  1970,  when  Whittaker  had 
revenues  of  nearly  $800  million,  profits 
slumped  80%  to  $6  million,  and  Joseph 
Alibrandi  took  over. 

Aggressive  and  eager  to  run  his  own 
company,  engineer  Alibrandi,  now  49, 
came  from  Raytheon  Co.,  where  he  too 
once  worked  for  conglomerator  Geneen. 
But  Alibrandi  quickly  set  out  to  make 
Whittaker  smaller,  not  bigger.  "We 
didn't  grow  like  Northwest  Industries  or 


Teledyne,"  he  explains.  "They  went 
after  substantial  entities  with  strong  mar- 
ket positions.  Instead,  Whittaker  bought 
tiny,  privately  owned  companies." 

The  strategy,  which  also  backfired  at 
U.S.  Industries,  took  for  granted  that  the 
former  entrepreneur-owners  would  be- 
come Whittaker  employees.  Instead, 
they  often  left.  "We  had  lots  of  compa- 
nies without  managers,"  says  Alibrandi. 
"Even  if  the  guys  stayed,  they  quit  work- 
ing 16-hour  days  and  started  spending 
more  time  on  the  golf  course.  " 

After  a  six-month  evaluation,  Ali- 
brandi launched  a  massive  restructuring. 
When  he  finished  last  year,  Whittaker 
had  pulled  out  of  92  businesses.  One 
subsidiary — Crown  Aluminum — even 
went  on  the  block  twice;  Alibrandi  had  to 
take  it  back  in  1972  after  the  new  owner 
discovered  a  $6  million  inventory 
shortage. 

Meanwhile,  however,  Whittaker  start- 
ed one  highly  successful  new  venture.  In 
the  process,  it  capitalized  on  an  impor- 
tant off-balance-sheet  asset:  Alibrandi's 
years  at  Raytheon.  "Joe  was  the  man  who 


put  the  Hawk  missile  in  Saudi  Arabia," 
says  Harry  Derbyshire,  Whittaker's  ex- 
ecutive vice  president  and  one  of  six 
former  Raytheon  men  now  at  the  com- 
pany. "He  started  going  over  there  15 
years  ago  when  the  Saudis  were  afraid  of 
an  attack  by  Egypt.  He's  spent  a  lot  of 
time  with  some  very  important  people." 

Shortly  after  coming  to  Whittaker,  Ali- 
brandi made  an  unsolicited  proposal  to 
the  Saudi  ministry  of  defense  for  a 
health-care  management  contract.  Even- 
tually, other  companies  (including  Ray- 
theon) entered  the  bidding,  but  Whitta- 
ker won.  Today  it  has  1,400  employees 
in  Saudi  .Arabia — doctors,  nurses,  para- 
medics, administrators — who  handle  ev- 
erything from  mass  inoculations  to  open- 
heart  surgery.  The  $75  million  in  annual 
revenues  that  result  are  the  bulk  of  its 
life  sciences  division.  Last  year  it  pro- 
duced half  the  corporation's  $16-million 
profits. 

Alibrandi  stresses  that  this  is  more 
than  just  a  one-shot  arrangement.  Whit- 
taker's Saudi  operations  now  serve  three 
hospitals  with  just  350  beds.  Currently, 
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the  Saudis  are  building  five  additional 
400-bed  installations,  and  facilities  total- 
ing another  4,000  beds  are  in  the  works 
elsewhere  in  the  Middle  East.  Western 
personnel  and  management  will  be  re- 
quired in  most  of  these  hospitals,  and 
Whittaker  and  Hospital  Corp.  of  Amer- 
ica are  the  only  U.S.  companies  with 
experience  in  the  area. 

Doing  so  much  business  with  one  key 
customer — especially  a  capricious  for- 
eign government — is  a  potential  trouble 
spot,  of  course.  But  Whittaker's  personal 
relationships  are  sounder  footing  for 
Arab  operations  than  the  outside  agents 
used  by  many  other  corporations.  "Sure, 
this  is  a  bonanza,"  says  Alibrandi, "but 
remember  our  management  team  cre- 
ated it  while  we  were  wrestling  with  an 
octopus." 

The  "octopus  is  Whittaker's  four  oth- 
er operating  groups,  which  last  year 
accounted  for  85%  of  its  $720  million  in 
revenues  and  only  $8  million  in  earn- 
ings. Its  metals  businesses  include  box- 
car-maker Berwick  Forge  and  a  batch  of 
low-margined  steel  distribution  firms. 
The  marine  unit  positions  Whittaker  as 
the  nation's  largest  builder  of  large- 
sized  pleasure  craft,  featuring  brands 
like  Bertram,  Columbia  and  Trojan.  A 
technology  division  contains  a  major 
French-based  manufacturer  of  hydraulic 
systems,  and  a  chemicals  section  spe- 


cializes in  water-based  coatings. 

Each  of  these  operations  is  reposi- 
tioned and  restructured,  but  some  prob- 
lems do  remain.  There  are  few  stellar 
performers  like  Teledyne,  Inc.'s  Water 
Pik  subsidiary  or  Textron,  Inc.'s  Bell 
Helicopter.  Building  boxcars  and  boats 
are  notoriously  cyclical  endeavors;  the 
lackluster  European  economy  has  hurt 
hydraulics  sales;  and  the  potential  of 
Whittaker's  chemical  products,  which 
trail  PPG  Industries  in  their  major  mar- 


. .  'We  didn't  grow  like 
Northwest  Industries  or  Tele- 
dyne.  We  bought  tiny,  private- 
ly owned  companies' . . ." 


ket,  has  yet  to  be  realized. 

Now,  however,  Whittaker  has  an  ex- 
cellent system  of  Geneen-style  financial 
controls.  Each  month  Alibrandi  gets  a 
thick  wrap-up  from  his  57  profit  centers. 
Besides  reams  of  operating  data,  manag- 
ers provide  terse  status  reports  on  23  key 
subjects,  ranging  from  major  opportuni- 
ties and  problems  to  efforts  to  buy  sup- 
plies from  corporate  subsidiaries. 

Alibrandi's  efforts  have  helped  boost 
Whittaker's  return  on  equity  from  4%  in 
1970  to  nearly  10%  last  year,  and  al- 


ready the  firm's  resurgence — coupled 
with  a  reduction  in  long-term  debt  and 
the  repurchase  of  35%  of  its  common 
stock — has  caught  Wall  Street's  eye. 
Since  last  winter  its  shares  have  jumped 
from  $6  to  $10,  buoyed  by  the  inaugura- 
tion of  a  five-cent  quarterly  dividend. 
Beyond  that,  a  promotional  gimmick 
may  help  even  more:  Over  5,000 
brokers  entered  a  contest  to  win  a  free 
sailboat  by  guessing  Whittaker's  1978 
revenues  and  profits;  Alibrandi  hopes 
they'll  mention  his  company  to  their 
customers  as  a  result. 

These  are  relatively  good  times,  then, 
for  a  corporation  that  was  once  nearly 
bankrupt.  Whittaker  still  hasn't  replaced 
its  company  airplanes  and  yachts,  but 
last  year  Alibrandi  did  move  up  to  the 
first-class  cabin  on  commercial  flights. 
Also — true  to  his  conglomerate  school- 
ing— he's  actively  scouting  for  acquisi- 
tions, either  in  domestic  health  care  or  in 
specialty  chemicals. 

A  seven-year  turnaround  is  obviously 
more  than  Alibrandi  bargained  for,  and 
his  present  goal  reflects  that  sobering 
experience:  "It's  to  have  people  on  the 
outside  say  what  a  quality  company 
Whittaker  is,  to  compare  us  with  North- 
west Industries,  Teledyne  and  Textron." 
Joe  Alibrandi  thinks  he  has  at  last  re- 
stored credibility;  now  he's  after 
respect.  ■ 


The  Floating  Ferrari 


Whittaker  Corp.'s  low  visibility  Middle  Eastern  health 
services  are  its  top  moneymaker,  but  most  of  the  corpora- 
tion's glamour  comes  from  Cantieri  Riva,  an  Italian  sub- 
sidiary that  is  equally  obscure — at  least  in  the  U.S.  The 
118-year-old  company,  a  1970  Whittaker  acquisition, 
handcrafts  small,  outrageously  expensive  pleasure  boats 
that  are  de  rigueur  at  the  Mediterranean's  poshest  ports. 
Rivas  aren't  for  living  in  or  for  traveling  on,  but  they  are 
the  craft-of-choice  among  the  jet  set  for  tooting  around 


Boats  For  The  Jet  Set:  This  Riva  runabout  makes  waves  at  any  rich  man's 
port.  With  700  horsepower,  it  cruises  at  50  knots.  The  price:  $65,000. 


harbors  or  tying  up  at  the  marina. 

Soon  to  be  released,  for  example,  is  a  65-foot  day  cruiser 
that  goes  for  $1  million,  complete  with  leather  upholstery 
and  rosewood  tableware.  The  price  jumps  by  $300,000  for 
these  who  specify  Mercedes  diesels  that  boost  top  speed 
10%,  to  33  knots.  Other  Rivas.  like  the  $20,000  bottom-of- 
the-line  18-foot  yacht  tender,  are  less  dear;  but  the  firm's 
sales  roster  includes  no  hoi  polloi. 

That's  why  Rolls-Royce  donates  a  Silver  Shadow  to 
shuttle  potential  customers  from  the 
airport  to  Riva  s  factory  on  the  shores 
of  Lake  Iseo.  Happy  owners  include 
the  Shah  of  Iran,  Brigitte  Bardot  and 
Sophia  Loren  as  well  as  scores  of  Eu- 
ropean industrialists.  Daredevil  Evel 
Knievel  bought  one  of  the  first  U.S. 
Rivas  last  year,  a  31-foot  mahogany 
runabout  with  two  350-horsepower 
engines.  He  promptly  crashed. 

In  1977  Rivas  revenues  ap- 
proached $10  million,  and  25%  of  that 
flowed  directly  to  its  Los  Angeles  par- 
ent's bottom  line.  But  growth  pros- 
pects are  limited.  The  250  Riva  crafts- 
men can  turn  out  only  150  boats  each 
year,  and  details  like  perfect  align- 
ment of  screwhead  slots  can't  be 
mass-produced.  To  boost  profits, 
Whittaker  plans  to  move  the  product 
mix  to  fewer,  larger  boats  rather  than 
aiming  for  a  broader  market.    — P.S. 
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The  Concorde  is  only  on 


The  French  are  changing 
the  way  man  flies. 

The  most  advanced  airplan 
in  the  world.  The  Concorde, 
flying  at  twice  the  speed  of 
sound,  is  one  of  the  most 
important  breakthroughs  in 
history  of  commercial  aviati 

Its  incredible  speed  has  cut 
the  world  in  half  for  air 
travelers,  and  greatly  reduce 
the  effects  of  travel  fatigue. 

But  the  Air  France 
Concorde  is  just  the  most 
obvious  evidence  of  how  France 
is  revolutionizing  commercial 
aviation  as  we  know  it  toda 


The  most  advanced  ai] 
in  the  world.  It  took  Fren< 
technology  to  build  the  hi 
exciting  airport  anywhere 
Charles  de  Gaulle.  Arrivi: 
de  Gaulle  is  like  stepping 
tomorrow. 

The  architecture  daz2 
the  eye.  Gleaming  glass  ti 
with  moving  floors  trans] 
travelers  effortlessly  fron 
area  to  another.  There's  di 
in  baggage  checking.  An  i 
level  of  fine  restaurants,  I 
and  smart  shops.  Every th 
arvelously  designed  for 
fort  and  convenience 


Life  can  be  exquisite, 
en  at  30,000  feet.  It  was 

Air  France  who  took 
great  French  chefs  from 
reat  French  restaurants 
put  them  into  the 
ne  business,  presiding 
every  detail  of 
our  dining  service.  So 
instead  of  "airline  food" 
we  present  classic  gour- 
met cuisine  aloft.  And 
you  enjoy  delicacies  like 
Medaillon  de  Langouste 
and  Tournedos  Saute  au 
oivre  Vert.  That's  in 

In  First  Class,  you'll 

written  in  French. 


discover  such  sumptuous 
fare  as  Medaillon  de  Foie 
Gras  en  brioche,  caviar 
from  Iran,  Lobster 
Parisienne,  and  Rack  of 
Lamb  ProvengaL 

And,  of  course,  in- 
credible vins  de  France  — 
from  one  of  the  greatest 
cellars  in  the  world. 

Air  travel  has  changed 
dramatically.  And  no- 
body has  done  more  to 
change  it  than  we  have. 

France.  A  nation  in 
love  with  the  air. 

FRANCE 


Eaton  Update: 


1  Getting  the  power 
around  the  corner 

Eaton  hydrostatic  transmis- 
sions offer  designers  of  agricul- 
tural equipment  great  flexibility 
by  replacing  awkward  mechan- 
ical linkages  with  hydraulic 
lines  that  can  go  around  or 
through  other  components. 
They  allow  the  equipment  to 
work  more  efficiently  because 
operators  have  an  infinite  selec- 
tion of  operating  modes. 

Eaton's  commitment  to  hydro- 
statics started  in  the  mid- 
sixties.  A  new  plant  in  Spencer, 
Iowa,  is  operating  at  maximum 
capacity,  and  we  are  planning 
another  expansion  to  serve  this 
growing  market. 

2  The  advantages 
of  being  single 

With  Eaton's  Single  Anchor  Pin 
brake  system  you  can  reline  a 


truck  brake  in  just  two  minutes— 
and  the  only  tool  you  need  is  a 
screwdriver.  With  conventional 
double  anchor  pin  systems  the 
job  can  take  hours,  even  with 
special  tools. 

This  Eaton  exclusive  is  saving 
down-time  for  truckers  all  over 
the  country.  But  it's  only  one  of 
our  many  contributions  to  truck- 
ing efficiency.  We're  a  leader, 
worldwide,  in  axles  and  heavy- 
duty  transmissions,  and  we're 
winning  an  ever-stronger  posi- 
tion in  components  like  brakes 
and  anti-lock  systems,  fan 
drives,  and  air  conditioning. 

3  636-acre  survival  course 

The  Eaton  Proving  Ground  at 
Marshall,  Michigan,  subjects 
truck  and  automobile  compo- 
nents to  horrendous  treatment. 
The  facilities  include  a  1 .6  mile 
oval  track  for  sustained  endur- 
ance testing;  road  surfaces  that 
are  just  plain  hostile;  a  salt  bath 
for  corrosive  brake  lining  tests; 
and  a  1 200-foot  skid  pad  that  can 
simulate  any  skid  condition. 


It's  all  part  of  Eaton's  total  co 
mitment  to  quality.  We  marki 
new  engineering  ideas 
only  after  having  proved  the 
they  excel  at  surviving  in  th« 
real  world. 

Eaton  is  a  family  of  technolc 
cally  related  businesses  with 
balanced  combination  of  ma 
ufacturing  and  engineering 
skills.  We're  always  looking 
new  ways  to  use  these  skills 
markets  where  needs  are  grc 
ing.  This  approach  to  the  m< 
agement  of  change  has  bee 
achieving  record  sales  and 
earnings.  For  the  complete 
story,  write  to:  Eaton  Corpor 
tion,  100  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


The  Money  Men 


After  The  Deluge — Sunshine 


Like  a  pair  of  Old  Testament  prophets 
warning  a  wayward  people  of  impending 
punishment  for  their  transgressions, 
New  York  investment  advisers  and  mon- 
ey managers  Kenneth  B.  Smilen,  45,  and 
Kenneth  Safian,  41,  tell  their  clients  that 
now  is  the  time  to  forget  about  capital 
gains  and  worry  about  the  fundamentals 
of  capital  preservation. 

A  typical  recent  report  to  the  institu- 
tional and  individual  clients  of  the  firm  of 
Smilen  &  Safian  holds  that  "the  econom- 
ic recovery  still  has  not  been  able  to 
develop  a  self-sustaining  momentum. 
.  .  .  We  still  believe  that  a  major  stock 
market  decline  is  under  way  and  that  its 
culmination  will  provide  an  outstanding 
buying  opportunity.  ..." 

In  fact,  they  are  looking  for  something 
approaching  Armageddon  before  that 
"outstanding  buying  opportunity"  oc- 
curs. If  their  clients  took  their  advice, 
they  got  out  of  stocks  during  the  rally  in 
early  1976.  That  would  have  meant  miss- 
ing the  upsurge  in  secondary  issues  dur- 
ing 1977,  but  Smilen  &  Safian's  maxim 
is:  "Loss  of  capital  is  a  far  more  regretta- 
ble alternative  than  loss  of  opportunity. " 
He  who  turns  and  runs  away  lives  to 
fight  another  day. 

The  very  fact  that  unseasoned  and 
speculative  stocks  have  recently  done 
better  than  investment-grade  issues  con- 
firmed in  Smilen's  and  Safian's  minds 
their  predictions  of  a  big  shakeout. 

They  take  a  dim  view  of  utility  stocks, 
which  they  feel  have  grown  increasingly 
speculative.  The  same  goes  for  most 
bonds.  In  a  recent  speech,  Smilen  called 
"illusory"  the  security  that  investors  per- 
ceive in  bonds,  because  interest  rates 
will  rise,  pushing  prices  down.  "This," 
he  said,  "should  have  the  beneficial  ef- 
fect of  shattering  the  complacency  of  in- 
vestors who  believe  that  they  can  obtain 
a  safe  return  of  8%  to  10%  for  an  ex- 
tended period  by  lending  passively. " 

That  kind  of  moralizing  tone  is  charac- 
teristic of  fundamentalist  bears  who  see 
the  economy  and  its  players  in  terms 
reminiscent  of  stern  parents  subjecting 
their  children  to  punishment  for  their 
own  good.  But  Smilen  &  Safian  are  not 
that  easy  to  dismiss. 

In  fact,  their  forecasts  of  market 
turns  have  been  pretty  good.  They  said 
"sell"  in  1968 — prematurely  as  it 
turned  out,  but  accurately.  After  a  brief 
in-and-out  fling  with  growth  stocks 
again  in  1971-1972,  they  said  "buy" 
quality'  cyclical  stocks  in  1973,  the  very 
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ones  that  led  the  late  1974-75  recov- 
ery— again  too  early.  When  the  Dow 
industrials  were  around  1000  in  1976, 
they  advised  selling  everything — they 
saved  their  customers  a  lot  of  money  in 
cyclical  and  capital-intensive  growth  is- 
sues. Smilen — the  only  one  of  the  two 
who  will  even  talk  to  outsiders  about 
what  they  do — defends  their  early 
warnings.  "We  have  to  be  early,"  he 
insists,  "and  we  are  likely  to  appear 
wrong  for  a  while.  It's  to  enable  institu- 
tional investors  to  shift  their  positions, 
and  psychologically  prepare  individual 
investors  to  sell." 

The  firm  of  Smilen  &  Safian,  Inc.  was 
founded  ten  years  ago,  after  the  two 
partners  had  served  long  apprentice- 
ships in  the  securities  industry.  Neither 
man  was  schooled  in  finance.  Smilen  got 
a  degree  from  Brooklyn  College  in 
American  studies,  then  went  to  work 
doing  credit  analysis  at  Dun  &  Brad- 
street.  His  publicity-shy  partner  got  a 
degree  from  Wharton  in  industrial  man- 
agement. They  met  while  working  at  the 
New  York-based  brokerage  firm  Dreyfus 
&  Co. 

Smilen  got  his  first  taste  of  the  uses  of 
a  fundamental  approach  while  working 


Conserving  Capital:  That's  what  you 
should  be  doing  in  the  bear  market, 
warns  Ken  Smilen  of  Smilen  &  Safian. 

SSSSSmS 

for  Dreyfus  as  a  steel  industry  analyst.  In 
1959,  confronted  by  an  industry  consen- 
sus forecast  of  a  record  125  million  tons 
that  year,  he  decided  to  check  it  out.  So 
he  called  on  executives  of  major  steel 
companies  and  asked  them  to  project 
sales  by  major  customers.  On  that  basis, 
the  biggest  total  that  any  of  them  could 
come  up  with  was  104  million  tons.  Says 
Smilen,  "They  were  all  talking  about  125 
million  tons  and  yet  had  no  idea  of  where 
they  were  going  to  get  it  from." 

If  Smilen  was  right,  it  meant  telling 
institutional  clients,  loaded  with  steel 
shares,  to  unload.  It  was  a  hard  decision 
for  the  firm  and  its  clients  to  make, 
though  they  eventually  did  sell. 

That  experience  taught  Smilen  a  les- 
son about  investment  ideas  contrary  to 
conventional  wisdom.  They  just  don't  go 
down  easily  in  any  big  organization. 
Within  a  year  and  a  half,  he  and  Safian 
left  for  a  smaller  firm,  and  by  1968  they 
had  set  up  Smilen  &  Safian. 

In  the  shakeout  that  Smilen  and  Safian 
expect,  IBM  and  other  growth  stocks 
will  continue  to  drop,  and  they  will  be 
joined  by  the  utilities  and  the  secondary 
stocks  that  have  been  doing  relatively 
well  in  the  past  year  or  so.  There  will  be 
steep  drops  and  wide  spreads  between 
bid  and  asked  prices,  a  situation  reminis- 
cent of  the  fall  of  1974,  when  secondary 
stocks  couldn't  be  sold  at  almost  any 
price,  and  even  prime  blue  chips  could 
be  sold  only  at  throwaway  prices. 

Actually,  Smilen  and  Safian  are  not 
predisposed  to  bearishness;  they  are  not 
professional  gloom-and-doomers,  de- 
spite their  recent  jeremiads.  Back  in 
1973  they  foresaw  the  recovery  of  De- 
cember 1974  and  recommended  that 
their  clients  buy  cyclical  stocks  such  as 
U.S.  Steel,  International  Paper  and  Cat- 
erpillar Tractor.  Again,  they  were  a  bit 
early,  well  before  most  analysts  picked 
up  on  what  became  known  as  the 
"smokestack  America"  market. 

By  mid- 1975  they  turned  pessimistic 
on  those  stocks,  because  the  federal  gov- 
ernment did  not,  as  they  had  expected  it 
would,  stimulate  capital  spending,  and 
they  began  telling  clients  to  get  out  of 
"smokestack  America." 

Essentially,  their  methods  involve  go- 
ing behind  the  averages  and  the  broader 
trends  to  find  a  different,  more  funda- 
mental reality.  At  first  they  focused  on 
what  they  called  their  Dual  Market  Prin- 
ciple, which  made  their  reputation  in 
Wall  Street.  They  developed  two  basic 
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NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


HIGHER  CURRENT  INCOME 
FOR  THE  AGGRESSIVE  INVESTOR. 


Now,  for  the  first  time, 
investors  seeking  high  cur- 
rent income  from  a  diver- 
sified portfolio  of  lower 
rated  bonds  can  enjoy  sub- 
stantial benefits  without 
substantial  cost. 

NO  SALES 
CHARGE. 

Fidelity  Aggressive 
Income  Fund  has  no 
sales  charge.  This  v 
represents  consid-/; 
erable  savings  wM 
over  funds  with    Y  jl 


such  costs. 

PROFESSIONAL 
MANAGEMENT. 

Our  experienced,  professional 
staff  will  take  on  the  chores  of 
intensive  credit  analysis  and  employ 
continuous  supervision  to  find 
"underrated"  issues  with  high 
income  potential. 

The  Fund  also  offers  broad  diver 
sification,  immediate  liquidity  and 

FIDELITY  GROUP 

Over  $3.f,  billion  of  assets  under  management. 


a  host  of  other  benefits.  You'd  be 
wise  to  learn  more  now. 
Write  or  call  toll  free. 


CALL  FREE 
(800)  225-6190 

In  Mass.  Call  Collect  |617)  7i(,4)(^o 

P  O  Box  832.  Dept  FF80501 
82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees,  other 
charges  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


The  Money  Men 


indexes:  One  covered  23  cyclical  compa- 
nies— General  Motors,  General  Electric 
and  so  on;  the  other  included  25  low- 
dividend  growth  stocks — 3M,  Merck, 
Hewlett-Packard,  IBM,  among  others. 
They  felt  it  was  unrealistic  to  look  upon 
the  market  as  a  single  unity.  Growth 
versus  cyclical  seemed  a  logical  break- 
down at  the  time,  and  until  the  early 
1970s  this  served  them  well.  By  watch- 
ing leading  economic  and  financial  indi- 
cators, which  told  them  the  economy 
was  slowing,  they  knew  cyclical  stocks 
would  weaken  and  growth  stocks  would 
fare  better.  During  recovery  the  reverse 
would  occur.  "New  market  cycles  are  the 
outgrowth  of  past  ones,"  Safian  says. 
"They  don't  arise  spontaneously." 

Price  controls  and  the  oil  crisis  made 


".  . .  The  next  fortunes  will 
be  made  by  those  who  are 
prepared  to  act  at  the 
right  time  . . ." 


it  necessary  to  further  refine  the  index- 
es. They  created  an  index  of  companies 
with  what  they  call  derived  demand — 
Dow  Chemical,  International  Paper, 
U.S.  Steel — and  another  for  those  with 
primary  demand — Ford  Motor,  General 
Motors,  Whirlpool,  Sears,  among  oth- 
ers. That  showed  them  that  consumer- 
oriented  issues  were  weaker  than  gener- 
ally believed.  In  the  1974  market  recov- 
ery that  peaked  in  April  1976,  these 
stocks  were  still  more  than  23%  below 
their  1972  highs.  Since  then  thev  have 
fallen  48%  off  1972  levels.  This  and 
some  fundamental  economic  analysis 
told  Smilen  and  Safian  it  was  time  to  get 
right  out  of  the  market.  The  economy 
had  been  in  a  consumer-led  recovery, 
with  little  help  from  heavy  industry.  If 
consumer  spending  was  about  to  turn 
soft  and  inflation  reassert  itself,  the 
whole  economy  would  be  in  trouble. 
And  that  is  the  basic  position  the  part- 
ners are  still  taking. 

This  scholarly  pair  sees  hope  for  those 
who  take  heed  and  have  the  patience  to 
wait.  "The  needs  of  our  country  are  for 
more  energy  at  less  cost,  for  the  building 
of  the  industrial  and  housing  infrastruc- 
ture, for  the  development  of  products 
and  services  to  accommodate  the  radical- 
ly different  consumer  and  business 
needs  under  conditions  of  scarcity  of  cap- 
ital, for  disciplined  fiscal  and  monetary 
policies  and  for  a  net  reduction  of  debt  in 
all  sectors.  That  is  where  the  next  for- 
tunes will  be  made  by  those  who  are 
prepared  to  act  at  the  right  time."  ■ 
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If  you're  in  the  market 
for  a  desk-top  copier, 

you  don't  have  to  settle 
for  a  desk-top  copier. 


If  you  have  $5,000 
or  $6,000  earmarked  for 
a  Savin®  desk-top  copier 
or  a  Xerox®  3100,  you 
can  spend  it  on  a  full-size 
copier  and  still  have  some 
money  left  over. 

Because  now  you  can 
buy  a  Pitney  Bowes  PBC* 
Copier  for  $4,995. 

Which  makes  this  the 
right  place  to  ask,  "what's  the 
catch?" 

Well,  the  answer  is,  "there  isn't  any 
catch'.' 

For  $4,995,  you  get  a  remanufactured 
Pitney  Bowes  PBC  Copier  and  the  same  complete 
warranty  as  any  Pitney  Bowes  product. 

The  PBC  holds  twice  as  much  paper  as  the  Savin  or 
the  Xerox.  It  copies  almost  twice  as  fast.  It  turns  out  clean 
sharp  copies.  It  copies  on  ordinary  plain  bond  paper, 
even  on  your  own  company  letterhead. 

And  the  Pitney  Bowes  employed  and  trained  service 
network  means  service  when  you  need  it  from  over  600 
locations  throughout  the  U.S.  and  Canada. 

Which  means  there's  far  more  reason  to  buy  the 
PBC  than  just  the  lower  price. 

And  we  know  exactly  what  you  can  do  with  the  money 
you  save. 

Keep  |{p  PitneyBowes 


For  more  information,  call  toll-free  any  time  800-243-5676 
(In  Conn  1-80O-882-5577)  or  send  in  this  coupon 
Pitney  Bowes 

1 788  Crosby  St  ,  Stamford,  Conn  06904 

Name  

Company/Title  

St  reet  

City  


.State. 


.Zip. 


Phone  

Postage  Meters.  Mailing  Systems.  Copiers.  Labeling  and 
Price  Marking  Systems 


PBC  *  Registered  Pitney  Bowes  trademark  Savin'.Registered  trademark  ot  Savin  Business  Machine  Corp  Xerox  '  Registered  trademark  of  Xerox  Corp  This  offer  limited  to  inventory  availability 


Doing  His  Own  Thing 

Discounting  may  be  one  of  retailing's 
most  hazardous  undertakings.  But  not  if 
you  know  what  you're  doing.  Case  in  point: 
Norwalk,  Conn/s  booming  Caldor,  Inc. 


By  JAMES  COOK 

"I'll  tell  you  this,"  Carl  Bennett  says. 
"Even  /  never  had  any  idea  three  or  four 
years  ago  we'd  be  where  we  are  today. 
Bennett's  outfit,  Caldor,  Inc.  of  Nor- 
walk, Conn.,  is  on  the  upside  of  a  26- 
year-long  growth  cycle  that  has  trans- 
formed the  company  from  a  second-story 
"Walk-Up-&-Save"  discounting  oper- 
ation in  Port  Chester,  N.Y.  into  a  region- 
al retailing  giant  with  net  income  of  $12 
million  last  year  on  $394  million  in  sales. 
Caldor  is  one  of  the  nation's  most  profit- 
able retailers,  boasting  the  second  high- 
est average  return  among  the  nation's 
discounters — 20% — second  only  to  Wal- 
Mart  (Forbes,  Dec.  1,  1977). 

"I  was  a  wholesale  liquor  salesman," 
Bennett  says,  describing  Caldor's  incon- 
spicuous beginnings.  "I  was  making  such 
good  money  I  worked  only  three  and  a 
half  days  a  week.  But  my  wife,  Dorothy, 
and  I  had  this  brainstorm  of  going  into 
the  discount  business.  My  dad  had  run  a 
grocery  store  for  many  years,  so  I  was 
familiar  with  the  retail  business.  It  was 
the  one  thing  I  really  knew,  so  I  took  our 
savings — $8,000 — and  we  formed  the 
company,  my  wife  and  I,  and  that's  how 
we  came  by  the  name.  We  picked  up 
Carl  and  Dorothy  to  make  Caldor." 

An  expansive,  exuberant  man  of  58, 
Bennett  still  owns  a  third  of  Caldor's 
stock.  In  his  hands  Caldor  gradually  de- 
veloped a  unique  and  uncommonly  suc- 
cessful retailing  formula.  Having  grown 
up  in  Greenwich,  Conn. ,  one  of  the  most 
affluent  communities  in  the  U.S.,  Ben- 
nett began  stringing  a  chain  of  discount 
department  stores — 48  at  last  count — 
through  the  executive  belt  of  southern 
Connecticut  and  New  York's  Westchest- 
er County  and  then  on  into  the  affluent 
enclaves  of  Massachusetts. 

Like  most  discount  operations,  Caldor 
took  on  the  character  of  its  customers — 
middle  to  upper  income  but  nonetheless 
bargain-conscious  customers.  It  retained 
the  discounter's  self-service  and  central- 
ized checkout  formula,  but  with  its 
clean,  attractive  stores  and  its  emphasis 
on  service,  Caldor  had  more  in  common 


with  the  suburban  branches  of  some  of 
the  big  department  store  chains.  (Ben- 
nett has  been  known  to  describe  his 
chain  as  the  Bloomingdale's  of  the  dis- 
counters.) Caldor  looks  more  like  a  de- 
partment store  than  a  discounter,  and 
these  days  its  stores  are  even  designed 
by  the  same  firm — New  York's  Norwood 
Oliver — that  designs  stores  for  the  likes 
of  Lord  &  Taylor  and  Federated  Depart- 
ment Stores.  In  hard  goods  in  particular, 
Caldor  offers  the  same  branded  mer- 
chandise the  department  stores  do — 
only  at  discount  prices.  "The  nature  of 
the  beast,"  says  Bennett,  "is  name 
brands." 

Bennett  provides  better  service  than 
do  most  discounters.  There  are  more 
people  on  the  selling  floor,  they're  more 
knowledgeable  about  the  product — pho- 
tographic equipment,  sporting  goods, 
hardware — and  Caldor  runs  training  pro- 
grams out  of  Norwalk  to  insure  that  they 
are.  "If  you  make  it  pleasant  for  a  cus- 
tomer to  shop,"  Bennett  says,  "and  have 
knowledgeable  sales  people  to  help  him, 
that's  more  important  than  saving  $2  or 
$3  on  an  item." 

Caldor  operates  only  a  limited  number 
of  large,  high-volume  stores  located  for 
the  most  part  within  easy  access  of  major 
highways.  Caldor's  48  stores  average 
88,000  square  feet  vs.  49,000  for  a  dis- 
counter like  K  mart,  and  generate  an 
average  $8.2  million  in  sales  a  year  vs. 
$5.6  million  for  K  mart.  Clustered  within 
a  relatively  limited  area,  the  stores  are 
close  enough  to  support  each  other  and 
benefit  from  umbrella  radio,  television 
and  newspaper  advertising. 

The  whole  company  is  highly  central- 
ized and  every  store  is  tied  by  computer 
to  Caldor's  Norwalk  headquarters  and 
rigidly  controlled.  There  isn't  a  Caldor 
store  more  than  200  miles  from  Norwalk 
or  more  than  250  miles  from  its  270,000- 
square-foot  distribution  center  in  Secau- 
cus,  N.J.  "Turning  your  inventory — 
that's  still  the  secret  of  the  business — 
turn  it  as  much  as  possible,"  Bennett 
says.  And  Caldor  does,  thanks  in  good 
part  to  its  tight  controls — 5  times  a  year 
vs.  3.8  for  a  discounter  like  K  mart. 


Bennett's  Tenet:  That  middle-to- 
upper-income  shoppers  are  as  bargain 
conscious  as  anyone  else. 


Caldor  exercises  the  same  direct  con- 
trol over  the  stores  themselves  as  it  does 
over  inventories  and  payrolls,  billing  and 
shipping.  Unlike  most  discounters,  Cal- 
dor has  no  leased  departments.  This  not 
only  helps  profit  margins,  it  also  gives  it 
the  flexibility  to  reshape  the  stores  to  the 
needs  of  its  customers.  "If  I  want  to 
shrink  my  sporting  goods  and  increase 
my  toys,  all  I  do  is  let  the  merchandise 
people  know.  I  don't  have  to  go  to  the 
lawyers  and  look  at  the  lease." 

Bennett  started  out  in  hard  goods,  and 
though  he's  been  trying  to  expand  into 
higher-profit  faster-moving  soft  goods  for 
a  decade  now,  hard  goods  still  provide 
70%  of  his  sales  rather  than  the  60%  he'd 
prefer.  "In  hard  goods  we  have  all  the 
name  brands,"  Bennett  says.  "But  in  soft 
goods  it's  a  different  matter.  If  you  want 
to  buy  a  Ship  n'  Shore  blouse  or  a  Jona- 
than Logan,  we  don't  have  it.  We  don't 
have  Manhattan  or  Arrow  shirts,  either, 
or  Botany  500  sports  jackets — the  bas- 
tards will  sell  to  us,  but  only  under  the 
Caldor  label.  They  feel  the  department 
stores  will  get  on  top  of  them  if  they  do. 
But  I  think  that  will  change,  and  then 
we'll  become  a  really  big  factor  in  the 
soft  goods  industry." 

Unlike  many  discounters,  Bennett 
doesn't  rely  solely  on  new  store  openings 
to  sustain  Caldor's  growth.  He  balances 
his  new  store  openings  with  enlarging  or 
modernizing  existing  stores  at  the  rate  of 
four  or  five  a  year,  retuning  them  to 
changing  times  and  shifting  consumer 
preferences.    "That's   why   our  oldest 
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The  companies  of  your  pleasure.  1&M  l&m  lights  decade  lark  CHESTERFIELD  eve 

VELVET  GRANGER  EDGE  WORTH  REDMAN  Al.PO  LIV-ASNAPS  R1NSEN  VAC  BLUE  l.USTRF 
3  MINUTEBRAND  SUPERSTAR  BRITE  J&B  ROYAIAGES  CATTO'S  1/MIRA  GR  A  N  D  MARNIER 
BOMBAY  WILD  TURKEY  CAMPARI  METAXA  PADDY  MURPHY'S  WILD  TURKEY  LIQUEUR 
STELLA  D'lTALIA  OTARD  PUNTEMES  LA/I  BATTAGLIA  BERTANI  ACHAIA  CLAUSS 
CROFT  WEDDING  VEIL  MOILLARD  REMY-PANNIER  NICOLAOU  CHATEAUX:  BOUSCAUT, 
OLIVIER.  RAUSAN  SEGLA.  AND  ROC  ST.  MICHEL  PEPSI-COLA  BOTTLING  CO.  OF  FRESNO 


...and 


stores  are  still  growing,"  Bennett  says. 
"We're  not  out  to  milk  the  business. 
Modernization  makes  the  customers  and 
the  help  feel  that  we  care.  I  think  that's 
the  downfall  of  many  companies.  They 
say,  To  hell  with  it!  Do  we  really  have  to 
paint  the  floor?  Do  we  really  have  to 
modernize  the  store?  We  ll  save  the 
money.'  But  it  reflects  in  the  spirit  of  the 
employees  and  the  customer  sees  it. " 

Within  the  regional  pattern  already 
established,  Caldor  has  plenty  of  oppor- 
tunity to  grow — expanding  within  the 
three  states  in  which  it  is  already  estab- 
lished or  moving  beyond,  swinging  the 
arc  from  its  Norwalk  headquarters  west- 
ward into  upstate  New  York  and  on  into 
New  Jersey  and  Pennsylvania.  Bennett 
is  cautious  about  expansion,  having  ex- 
perienced his  only  earnings  decline  in 
1966  when  Caldor  bit  off  more  new 
stores  than  its  earnings  could  support. 

Bennett's  strategy  is  to  move  into  an 
area  with  two  or  three  stores  that  can  live 
off  umbrella  advertising,  support  each 
other's  image,  train  personnel  and  then 
either  build  from  scratch  or  acquire  ex- 
isting stores  it  can  reshape  to  its  own 
image.  That's  what  it  did  a  few  years  ago 
when  it  acquired  eight  W.T.  Grant 
stores  in  its  existing  territory  and  rebuilt 
them  as  Caldors.  All  eight  were  solidly  in 
the  black  within  a  year.  "Our  plans  are  to 
add  four  or  five  stores  a  year  unless  a 
W.T.  Grant  comes  along,  but  in  steps — 
New  Jersey,  Philadelphia,  upstate  New 
York,  the  other  side  of  Massachusetts — 
you  don't  want  to  lose  control.  And  in 
this  business,  control  is  everything." 

Last  year  Caldor  s  earnings  were  up 
32%  on  a  29%  gain  in  sales,  and  Bennett 
sees  no  reason  why  Caldor  should  not  do 
even  better  than  that  this  year.  Last 
year,  Caldor  managed  to  widen  its  mar- 
gins from  2.9%  to  3%,  and  this  year  it's 
hoping  to  go  to  3.1%.  Assuming  a  con- 
servative 15%  growth  in  sales  every 
year,  Caldor  could  easily  become  a  bil- 
lion-dollar company  inside  of  six  years. 
"The  entire  management  is  striving  for 
something  like  this." 

Unlike  many  captains  of  industry, 
Bennett  has  no  dreams  of  establishing  a 
family  dynasty.  Bennett's  wife  withdrew 
from  the  company  years  ago  to  raise  a 
family,  and  their  three  children — two 
boys  and  a  girl,  ages  17  to  26 — are  un- 
likely to  wind  up  in  the  business.  Ben- 
nett at  least  doesn't  think  they  ought  to. 
"They'll  find  it  more  rewarding  to  do 
their  own  thing.  " 

In  discounting,  a  business  that  is  lit- 
tered with  disappointments  and  with  di- 
sasters, Caldor  has  been  a  standout  suc- 
cess. How  so?  "It's  a  simple  business," 
Carl  Bennett  replies  with  a  cheerful 
grin.  "All  you've  got  to  do  is  buy  and  sell, 
and  tell  the  customer,  'Thank  you  very 
much.'  "  That,  of  course,  and  being  Carl 
Bennett  and  paying  close  attention  to 
every  detail  of  the  business.  ■ 


S        "tar",  1.7  mg.  nicotine;  av.  per  cigarette, 
FTC  Report  (Aug.  '77).  DECADE:  5  mg.  "tar" 
0.5  mg.  nicotine;  av.  per  cigarette  by  FTC  Method. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 
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Buying  Them  With 
Their  Own  Cash 

J.B.  Fuqua  may  have  a  high  degree  only  of 
common  sense,  but  his  latest  deal 
could  be  a  case  for  B-school  discussion. 


an  aftertax  return  of  27%  to  36%  on  an 
investment  base  of  $55  million.  The  in- 
vestment base  could  also  go  down  with 
further  divestitures. 

But  won't  such  disposals  at  loss  figures 
put  Fuqua  back  in  the  red,  as  its  own 
writeoffs  did  in  1975?  J.B.  smiles  again. 
The  price  he  paid  for  National  was  so  far 


margin  shows  up  the  weakness  in  Fu- 
qua's own  sports  operation)  and  a  dairy 
company  where  new  plant  and  consoli- 
dation could  well  double  profits. 

Tails:  Instead  of  selling  off  National's 
moneylosers,  Fuqua  might  choose  to 
turn  two  of  them  around.  One  is  Cott 
Corp.,  a  laggard  New  England  soft  drink 
company  with  a  brand-new  president. 
The  other  is  the  153-store  Tractor  Sup- 
ply Corp.  retail  chain,  which  now  loses 
money.  But  TSC's  36-store  Big  Bear  sub- 
sidiary makes  pretax  $2  million  to  $3 
million  yearly  selling  the  same  products. 
J.B.  Fuqua,  figuring  logically  that  the 
parent's  problem  is  bad  management, 
has  also  hired  a  new  president.  But  even 
if  he  fails,  the  worst  that  could  happen 
would  be  selling  off  the  parent  and  add- 
ing the  subsidiary's  profits  to  Fuqua  s. 

So  after  some  turnarounds  or  divesti- 


The  "Cup's  Half  Full"  Optimism  Of  J.B.  Fuqua:  "By  leveling  Atlanta,  Sherman 
set  the  stage  for  the  first  urban  renewal."  Thus  his  National  Industries  purchase. 


You  should  go  naked  when  you  deal  with 
J.B.  Fuqua,  advise  Atlanta  wiseacres, 
because  that  way  you  won't  feel  the  draft 
when  you're  coming  home. 

Take  the  time  last  January  when  some 
sharp  traders  from  Louisville  unloaded 
their  mishmash  $l-billion-sales  National 
Industries  conglomerate  on  poor  J.B., 
whose  own  Fuqua  Industries  had  only 
$600-million  sales.  He  didn't  stop  with 
paying  a  55%  premium  over  the  $6  price 
of  National  stock.  He  also  gave  National's 
president  a  new  vice  chairman's  title, 
plus  a  $225,000  salary  tied  to  the  con- 
sumer price  index  until  1987,  plus  op- 
tions on  50,000  Fuqua  shares. 

So  why  is  J.B.  smiling?  "We  bought 
em  with  their  own  cash,"  he  says,  noting 
that  National  had  $45  million  cash  and 
equivalent,  while  of  the  $60-million 
price  Fuqua  paid,  only  $30  million  was 
in  cash.  In  addition,  he  exchanged  Na- 
tional's short-maturity  convertible  debt 
for  new  nonconvertible  debt  maturing  in 
1998.  J.B.  will  be  80  then. 

Of  course,  every  deal  has  its  disadvan- 
tages: The  National  purchase  certainly 
hurt  Fuqua  Industries'  credibility  with 
investors — if  that  is  possible.  But  J.B. 
wants  no  sympathy.  "By  leveling  Atlan- 
ta," he  says,  "General  Sherman  set  the 
stage  for  the  first  big  urban  renewal." 
Just  look  at  the  pluses. 

For  one  thing,  the  $60  million  that 
National  cost  has  already  been  cut  $5 
million  by  the  sale  of  a  small  trucking 
operation.  And  if  Fuqua  buys  in  the 
minority  holding  in  two  National  oper- 
ations, he  figures  it  can  save  a  few  mil- 
lion more  in  working  capital  by  consoli- 
dating those  operations  with  Fuqua's 
own  cash  management. 

Helped  by  wiping  out  National  short- 
term  debt  at  as  high  as  5%  over  the 
prime  rate,  National  operations  already 
yield  $12  million  a  year  after  taxes. 
That's  far  more  than  enough  to  cover  the 
40-cents-per-share  dividend  on  the  2.9- 
million  new  Fuqua  shares  issued  to  Na- 
tional holders  who  wouldn't  take  cash. 

Given  a  year  of  tinkering,  National's 
net  should  be  $15  million  to  $20  million, 


under  book  value  that  he  also  got  $40 
million  in  negative  goodwill  to  soak  up 
any  writeoffs.  "We  can  have  substantial 
writeoffs,"  he  says,  "and  never  affect  the 
bottom  line." 

In  fact,  those  reserves  put  J.B.  in  a 
heads-or-tails  winning  situation.  It  works 
like  this: 

Heads:  National  has  four  profitable  op- 
erations to  sweeten  Fuqua's  earnings — a 
Texas  energy  distribution  company,  a 
steel  distribution  concern,  a  leisure  and 
recreational  group  (whose  12%  pretax 


tures,  poor  J.B.  Fuqua  could  be  making 
30%  to  40%  on  his  "unfortunate"  pur- 
chase. That  s  why  he  continues  to  acquire 
when  most  other  early  conglomerators, 
even  Charlie  Bluhdorn,  have  quieted 
down.  "You  can  buy  earnings  and  assets 
at  such  a  discount  today  because  the 
public  stock  market  is  in  such  disarray; 
1974  may  have  looked  like  a  better  time, 
but  interest  rates  were  so  high  that  in 
terms  of  capital  cost  it  was  not. 

"My  principal  hobby  is  reading  bal- 
ance sheets, "  he  goes  on.  "National  was 
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attractive  from  a  price-to-book-value 
standpoint.  In  fact,  its  earnings  were 
under  1%  after  taxes.  Any  company 
should  be  able  to  do  better  than  that." 
Also,  having  just  lost  Avis  to  Norton 
Simon,  he  was  leery  of  a  fight.  "But 
National  had  a  big  board  ownership,  so  if 
they  sold  it  could  be  acquired." 

He  soon  found  that  management  was 
in  a  jam.  The  founder  had  died  two  years 
earlier.  Big  writeoffs  were  needed,  but 
that  would  have  clobbered  National's  al- 
ready depressed  stock.  So  they  had  not 
been  made. 

Unique?  Not  at  all,  says  J.B.  He  says 
he  knows  another  New  York  Stock  Ex- 
change-listed company  in  a  similar  bind 
that  wants  to  sell  out.  "They  have  some 
units  that  should  be  disposed  of,  but 
they  can't  bring  themselves  to  do  it.  The 
writeoff  would  mean  a  reduction  in  the 
stock  price  and  reflect  on  management. 
It  would  make  a  better  company,  but 
only  after  a  one-year  disaster.  National 
was  in  the  state  Fuqua  was  in  before  our 
1975  writeoff.  It  takes  a  lot  of  courage  to 
sell,  very  little  courage  to  buy.  That's  the 
reason  so  much  is  lost  in  the  stock 
market." 

Lest  J.B.  Fuqua  should  seem  to  have 
the  complete  gift  of  prophecy,  let  it  be 
noted  that  1977  was  not  quite  the  "best 
year  in  Fuqua's  history,"  as  he  claims.  Its 
earnings  of  $1.71  per  share  were  from 
continuing  operations  only,  with  all  dis- 


continued or  divested  operations  wiped 
out  and  ignored.  In  fact,  reported  earn- 
ings were  higher  previously.  So  Fuqua's 
earnings  have  not  grown  as  steadily  as 
those  of  well-run  conglomerates  like  In- 
ternational Telephone  &  Telegraph 
Corp.,  Textron,  Inc.  and  Teledyne,  Inc. 

When  pressed,  J.B.  concedes  that  his 
original  idea  of  cash  cows  like  trucking 
financing  a  leisure  group  was  foolish,  and 
that  he  should  have  sought  only  to  diver- 


.  .'I  do  care.  I've  got  a  selfish 
interest.  I've  got  my  name  on 
this  company.  People  know  me 
on  Peachtree  Street'  .  . ." 


sify  as  broadly  and  profitably  as  possible. 
The  1974-75  recession  shocked  him:  "I 
discovered  I  didn't  have  the  company  I 
thought  I  had  built."  He  reacted  by  sell- 
ing off  operations  with  $70  million  in 
sales,  like  the  entire  boating  division  and 
a  third  of  the  movie  theaters.  He  kept  a 
core  of  15  profitmakers,  including  Fu- 
qua's Interstate  trucking  company, 
which  earns  $14-million  pretax  on  a  $40- 
million  investment;  Colorcraft,  which 
grew  in  ten  years  from  $4-million  sales  to 
$65  million;  and  Snapper  Lawnmower 
operation,  which  grew  from  $9-million 
sales  in  1967  to  $77-million  sales  last  year 


with  a  pretax  profit  of  $16  million. 

Then  he  got  his  debt  maturities 
pushed  way  out  ("the  most  important 
thing  I've  done  in  the  past  two  years") 
with  swaps  and  a  new  debt  offering. 
"Now  we  have  minimal  [$2  million  to  $3 
million  a  year]  debt  due  for  the  next  ten 
years — a  right  comfortable  feeling."  His 
first  big  debt  repayment  is  $15  million  in 
1988,  then  not  another  until  1998. 

Becoming  liquid  cleared  the  decks  for 
the  National  acquisition:  "I  wanted  my 
company  to  get  as  big  as  it  could  because 
bankers  have  great  respect  for  zeros.  The 
more  zeros  after  the  first  number,  the 
easier  it  is  to  borrow."  So,  after  losing 
Avis  in  a  bidding  war,  he  went  for  a 
company  no  one  else  wanted.  He  also 
looked  at  conglomerate  A-T-O  Inc. 

Unfortunately,  that  turned  the  money 
managers  off  even  more,  which  Fuqua, 
unlike  Dr.  Henry  Singleton,  founder  of 
Teledyne,  doesn't  pretend  to  ignore.  "I 
do  care.  I've  got  a  selfish  interest.  I've 
got  my  name  on  this  company.  Nobody 
on  Peachtree  Street  knows  who  Dr.  Sin- 
gleton is,  but  they  know  me." 

On  the  other  hand,  he  muses,  like 
Sherman's  destruction  of  Atlanta,  there 
are  two  ways  to  look  at  his  stock.  You 
could  say  it's  down  75%  since  1968  and 
be  right.  But  you  could  also  say  it's  up 
300%  since  1974,  and  up  almost  40%  in 
the  last  12  months — and  you'd  also  be 
right  and  be  thinking  like  J.B.  ■ 


"That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  kriow.it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important. time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler  | 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co., 
Dept.  B-127,  BM A  Tower, 
Kansas  City,  Mo.  64141.  '7\£jM 
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When  it  comes  to  station  wagons,  nothing  even  comes  close  to  a  Town  &  Country.  This  new  size 
Town  &  Country  is  the  Chrysler  among  luxury  wagons. 

No  other  wagon  of  its  size  offers  the  option  of  genuine  leather  seating,  made  specially  soft  to 
the  touch.  Along  with  Chrysler's  finest  luxury  options. 

No  other  wagon  offers  such  a  distinctive  exterior  appearance,  too.  Styled  with  the  unique  look 
and  feel  of  handcrafted  wood. 

No  other  wagon  can  offer  all  this  comfort  and  enjoyment  and 
still  be  so  surprisingly  affordable. 

There  is  only  one  Town  &  Country.  The  new  size  LeBaron 
Town  &  Country.  And  nothing  else  comes  close. 


25/17 

MPG  /  MPG 
HWY  /  CITY 


'Manufacturers  Suggested  Retail  Price,  excluding  taxes  and  destination  charges.  Whitewall  tires  $48  extra. 

*EPA  estimates  for  6-cylinder  engine  with  manual  overdrive  transmission.  Your  actual  mileage  may  differ,  depending 

on  your  driving  habits,  the  condition  of  your  car  and  its  optional  equipment.  Mileage  lower,  optional  automatic 

transmission  mandatory  in  California. 


CHRYSLER 


A  PRODUCT  OF 

CHRYSLER 
CORPORATION 


THE  NEW  SIZE  CHRYSLER  LeBARON 
TOWN  8.  COUNTRY 
NOTHING  ELSE  COMES  CLOSE. 
DON'T  SETTLE  FOR  ANYTHING  LESS. 


$5761.*  AS  SHOWN. 


A  Second  Japan?  

While  South  Korea's  politicians  capture  the  head- 
lines, her  businessmen  are  giving  the  average  Korean 
more  than  ever  before.  Meet  the  country's  billion- 
dollar — repeat,  billion — industrialists. 


By  LAWRENCE  MINARD 

As  he  trips  over  torn-apart  streets  and 
brushes  away  construction  dust,  a  visitor 
to  Seoul  is  reminded  of  Sao  Paulo  in  the 
late  1960s  or  Houston  today:  The  city  is 
literally  pulsating  with  unleashed  human 
energy.  Even  adjusted  for  15%-plus  an- 
nual inflation,  the  country's  GNP  has 
tripled  over  the  past  decade  to  $32  bil- 
lion last  year;  it  is  planned  to  exceed  $60 
billion  by  1982.  The  Chung  Hee  Park 
government  is  plowing  most  of  its  fast- 
accumulating  capital  back  into  the  econ- 
omy, to  build  highways,  subways,  ex- 
pand its  heavy  industries.  South  Korea's 
rado  of  private  investment  to  GNP  is 
18%  (vs.  15.5%  for  the  U.S.). 

The  Park  government's  performance  is 
better  than  its  image.  Its  accomplish- 
ments have  been  overlooked  in  the 
American  media,  which  eagerly  pursues 
tales  of  influence-peddling  in  Washing- 
ton and  political  repression  at  home.  But 
Koreans  know;  Park  is  not  staying  in 
power  solely  through  his  police.  Since 
1968  the  typical  urban  family's  income 
has  increased  threefold  in  real  terms  to 
$250  per  month.  Some  skilled  workers 
earn  $650  a  month  and  own  their  own 
motor  cars.  One  Korean  household  in  25 
has  a  telephone  and  nearly  one  in  two  a 
TV  set.  This  in  what  was  once  one  of  the 
poorest  countries  in  the  world. 

How  has  the  government  accom- 
plished all  this?  Largely  by  giving  local 
businessmen  a  very  long  leash — by  help- 
ing business  to  develop  rather  than  hin- 
dering it.  As  a  consequence,  three  very 
large  companies  have  emerged:  Hyundai 
Group,  Samsung  Group  and  Lucky 
Group.  Modeled  after  Japan's  famed  zai- 
batsu,  the  prewar  industrial  groups, 
these  companies  are  the  backbone  of  the 
Korean  economy.  They  make  everything 
from  ports  for  Saudi  Arabia  to  digital 
watches,  from  color  TVs  to  petrochemi- 
cals. Together  they  account  for  some 
20%  of  Korea's  GNP,  and  over  30%  of 
the  country's  soaring  exports. 

Thus  far  these  men  and  their  compa- 
nies compete  mainly  against  the  Japa- 
nese, who  are  uncomfortably  aware  of 
the  Korean  economic  miracle.  It  is  a 


clear  threat  to  them.  But  very  soon  they 
will  be  competing  against  U.S.  business, 
too.  Two  of  these  Korean  corporate 
chairmen  say  Koreans  will  learn  from 
Japan's  mistakes.  Maybe  they  will.  But 
Americans  might  as  well  get  to  know 
these  men  now  anyway.  Herewith,  pro- 
files on  Korean  business'  Big  Three: 

SAMSUNG  GROUP: 

Three  Stars  Over  Korea 

Not  long  ago  Byung-Chull  Lee 
shocked  Seoul  society.  In  this  very  tradi- 
tional country  where  the  sun  rises  ard 
sets  upon  a  man's  first  son,  Lee  quietly 
made  it  clear  he  would  turn  his  company 
over  to  Kun  H.  Lee,  his  number-three 
son.  "No  one  is  sure  why,"  whispers  a 
company  man,  "but  we  think  Chairman 
Lee  just  didn't  feel  the  first  two  boys 
could  handle  the  job.  " 

Samsung  Group  (samsung  means 
"three  stars")  is  a  powerful  conglomer- 
ate. From  his  splendid  Seoul  office, 
whose  carved  wood  furniture  and  price- 
less art  remind  one  of  European  aristoc- 
racy and  turn-of-the-century  private  rail- 
way cars,  Lee  looks  out  on  a  24-company 
empire  that  last  year  netted  (pretax)  $61 
million  on  sales  of  over  $1.3  billion,  or 
4%  of  South  Korea's  GNP.  Samsung's 
taxes  alone  paid  for  3.4%  of  the  country's 
budget;  its  export  sales  accounted  for 
over  6%  of  the  country's  total. 

It  has  been  a  long,  painful  climb  for 
the  68-year-old  Lee.  His  first  venture, 
launched  in  the  late  1930s,  was  a  rice 
mill.  The  profits  piled  up  with  the  rice 
and  two  years  later  Lee  was  into  flour 
processing.  Then  came  the  Korean  War 
and  ensuing  chaos  for  manufacturers. 
But  the  merchants  made  out.  In  1952 
Lee  opened  what  is  now  a  cornerstone  of 
Samsung:  Samsung  Co.,  Ltd.,  Korea's 
largest  trading  company  (1977  revenues: 
nearly  $500  million). 

Since  then  Lee  has  created  or  ac- 
quired a  string  of  South  Korea's  largest 
enterprises.  Under  the  Samsung  Group 
umbrella  are,  among  others:  Dongbang 
Life  Insurance  Co.  (1977  sales:  $126  mil- 
lion); Cheil  Sugar  Co.  ($164  million); 
consumer  electronics  companies  (aggre- 


Samsung's  B.C.  Lee:  An  avid  golfer, 
Chairman  Lee  is  shifting  more  manage- 
ment chores  to  his  young  son. 


Hyundai's  J.Y.  Chung:  This  builder's 
thirst  for  steel  may  force  his  largest 
companies  to  go  public. 


Lucky's  C.K.  Koo:  Continued  growth,  he 
says,  rests  on  holding  down  wages  and 
avoiding  Japan's  mistakes. 
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gate  sales:  $190  million);  the  nation's 
largest  newspaper  and  broadcast  compa- 
nies ($57  million);  and  a  number  of  joint 
ventures  with  such  U.S.  companies  as 
Corning  Glass  Works  and  General  Tele- 
phone &  Electronics  Corp.  Samsung 
Petrochemical  Co.,  a  joint  venture  with 
AMOCO  Chemical  Co.  and  Mitsui  Pe- 
trochemicals Co. ,  opens  this  year,  as  will 
shipbuilding  and  construction  oper- 
ations. Lee  told  Forbes  his  group's  sales 
will  grow  to  about  $2. 1  billion  this  year, 
and  by  at  least  30%  annually  into  the 
1980s.  Thus  is  little  Korea  creating  en- 
terprises of  global  dimension. 

These  days  Lee  sees  clearly  the  threat 
of  protectionism  in  the  developed  coun- 
tries. That  could  dash  his  expansion 
plans,  which  are  heavily  export-orient- 
ed, given  Korea  s  relatively  small  econo- 
my. But  he  is  optimistic:  "Our  philos- 
ophy has  always  been,  'Let  all  parties 
benefit.'  If  we  apply  this  to  our  export 
policy,  and  if  we  learn  from  Japan's  mis- 
takes, then  we'll  come  out  okay." 

HYUNDAI  GROUP: 

In  Privacy  It  Thrives — For  Now 

Precious  little  detail  is  known  about 
South  Korea's  largest  enterprise,  $3-bil- 
lion-sales  Hyundai  Group.  Two  of  the 
groups  companies — Hyundai  Cement 
Co.  and  Hyundai  Motor  Co. — have  gone 
public.  But  Hyundai's  largest  divisions 


remain  under  the  complete  control  of 
founder  Ju  Yung  Chung,  now  62,  and  his 
family.  Profits?  "I  don't  even  tell  my 
bankers  how  much  we  make,"  says 
Chung,  his  lean  muscles  rippling 
through  his  three-piece  designer  suit. 
(Chung's  son-in-law,  39-year-old  Hee 
Yung  Chung,  the  whiz  behind  Hyundai's 
shipbuilding  operation,  told  Forbes  that 
the  company  earns  around  10%,  pretax.) 

Like  Samsung's  B.C.  Lee,  Chung 
started  poor,  so  poor  that  when  he  aban- 
doned his  family  s  farm  on  Korea's  east 
coast  at  age  18  he  couldn't  afford  the 
train  fare  to  Seoul.  So  he  walked  the  300 
miles  over  the  rugged  Taebaek-Sanmaek 
mountains.  "I  never  dreamed  I'd  be 
rich,  says  Chung  today.  "On  that  trip 
and  all  my  life  I  kept  my  eyes  on  the 
ground.  Modern  things  have  always  ex- 
cited me.  But  I  am  a  practical  man." 

Once  in  Seoul,  Chung  opened  a  ser- 
vice garage.  By  the  1950s  he  was  heavily 
into  the  construction  business.  That  was 
a  good  place  to  be  when  war-torn  Korea 
needed  rebuilding,  and  an  even  better 
place  when  the  Vietnam  War  and  then 
Middle  Eastern  construction  booms 
made  Chung  a  millionaire. 

Hyundai  Construction  Co.  remains 
the  cornerstone  of  Chung's  empire.  Rev- 
enues last  year  soared  to  $1.2  billion  and 
Chung  confidently  predicts  they'll  climb 
to  $1.5  billion  this  year.  About  two- 
thirds  of  the  business  comes  from  Mid- 


dle East  jobs;  of  the  40,000-plus  South 
Koreans  working  the  OPEC  deserts, 
over  11,000  work  for  Chung. 

In  traditional  Oriental  fashion,  Chung 
likes  family  members  to  run  his  busi- 
nesses. (He  has  five  brothers  and  eight 
sons  helping  out.)  Handsome  Hee  Yung 
Chung,  husband  of  Chairman  Chung's 
only  daughter  and  president  of  Hyundai 
Shipbuilding  &  Heavy  Industries  Co., 
has  built  the  family's  shipbuilding  busi- 
ness into  a  $1. 1-billion-a-year  operation. 
Its  five  huge  Ulsan  drydocks  are  now 
capable  of  building  the  equivalent  of  18 
450,000  DWT  supertankers  annually. 
(Thirty-five  ships  of  varying  tonnages  are 
currently  in  the  works.)  South  Korea  will 
win  about  3%  of  the  world's  shipbuilding 
contracts  this  year,  says  Chung,  mostly 
at  the  expense  of  Japan;  virtually  all  of 
those  will  go  to  Hyundai. 

Most  of  the  rest  of  the  Hyundai 
Group's  revenues  are  generated  by  its 
up-and-coming  automobile  factories 
(70,000  Italian-designed  Pony  cars  to  be 
produced  this  year  with  first  models  due 
in  the  U.S.  next  year)  and  its  cement  and 
heavy  machinery  divisions. 

Immensely  important  though  he  is  to 
Korea's  economy,  Chung  is  having  his 
problems  with  the  government.  It  wants 
him  to  take  the  construction  and  ship- 
building companies  public;  Chung  wants 
to  donate  them  to  a  social  welfare  trust. 
"Only  the  speculators  buy  stocks,"  he 
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grumbles.  "That  does  nothing  for  the 
poor  people. "  But  the  government  has  a 
lever:  Chung  wants  into  Korea's  6-mil- 
lion-metric-ton-capaeity  steel  business, 
which  is  virtually  a  government  monopo- 
ly. Chung  needs  the  government's  ap- 
proval. "We're  telling  them  private  en- 
terprise should  help  make  steel,"  he 
says.  "If  they  approve  we  11  build  3-mil- 
lion-tons  capacity  immediately,  and  ex- 
pand to  12  million  in  ten  years." 

There's  little  doubt  Chung  could  do  it: 
Hyundai  Construction  built  the  govern- 
ment's steel  operations,  and  is  now  bid- 
ding, with  U.S.  Steel,  on  a  900,000-ton 
gas-fired  mill  for  Saudi  Arabia. 

LUCKY  GROUP: 

The  Second  Generation  Wins  Big 

Unlike  B.C.  Lee  and  Ju  Yung  Chung, 
Lucky  Group  Chairman  Cha  Kyung  Koo 
cannot  claim  credit  for  founding  his  com- 
pany. Koos  father,  the  late  In  Hwoi 
Koo,  did  that.  No  matter.  Since  the 
younger  Koo  assumed  command  after  his 
father's  death  in  1969,  Lucky  Group  s 
sales  have  ballooned  ten  times,  to  nearly 
$2  billion  last  year.  No  profligate  second 
generation  here! 

In  Hwoi  Koo  started  Lucky  Group  on 
the  tail  of  the  Japanese  withdrawal  from 
Korea  in  1945.  He  manufactured  tooth- 
paste, toothbrushes,  cheap  cosmetics. 
He  traded  up  as  the  country  developed. 


A  mistake:  In  the  late  1950s  Koo  began 
producing  radios.  They  weren't  bad  ra- 
dios, but  Koo  couldn't  sell  them  on  the 
domestic  market.  Why  not?  "The  smug- 
gling that  went  on  through  the  U.S. 
Army  PX  wiped  us  out,"  recalls  the 
younger  Koo. 

Luckily  for  the  Koos,  President  Chung 
Hee  Park  took  over  the  government  in 
1961  and  brought  an  immediate,  if  vio- 
lent, end  to  most  smuggling.  The  Koos 
were  on  their  way.  The  original  radio 
division  has  since  grown  into  Gold  Star 
Co.,  Ltd.,  a  $214-million-sales  consumer 
electronics  operation  making  everything 
from  color  TVs  to  high-quality  stereos. 
And  radios. 

More  like  Samsung  than  Hyundai, 
Lucky  Group  produces  a  vast  array  of 
products.  Nearly  half  its  revenues  come 
from  Honam  Oil  Refinery  Co.,  50%- 
owned  by  Caltex.  Another  $231  million 
in  sales  is  generated  by  Bando  Sangsa 
Co. ,  Lucky's  trading  company  which  ex- 
ports everything  from  matchsticks  and 
telephones  to  cement.  Other  Lucky 
properties  include  newspapers,  insur- 
ance companies  and  a  securities  firm. 

Until  last  year  Koo  resisted  the  pres- 
sure to  enter  the  Middle  East  construc- 
tion business.  But  Hyundai's  construc- 
tion profits  were  apparently  too 
appealing.  Said  Koo  last  February:  "In 
April  we'll  start  our  first  Middle  East 
project,  an  air  base  barracks  complex  in 


Saudi  Arabia  using  about  2,000  workers 
and  worth  about  $200  million  to  us  over 
three  years.  Up  to  now  we've  just  been 
selling  our  construction-related  products 
to  firms  like  Hyundai.  We  figured,  why 
not  do  it  ourselves?" 

Koo,  an  intense  and  thoughtful  man  in 
his  late  50s,  confidently  predicts  Lucky 
Group  sales  will  hit  $2.6  billion  this  year 
(6.6%  of  Korea's  targeted  GNP),  and 
$15.6  billion  by  1984  (12.2%  of  GNP). 
But  Koo  is  also  realistic.  He  readily  ad- 
mits his  predictions  hinge  upon  the  suc- 
cess of  Korean  employers'  current  joint 
effort  to  hold  wage  gains  well  below  the 
26%  annual  gains  of  recent  years.  And 
like  B.C.  Lee,  he  worries  about  devel- 
oped nations'  protectionism.  Says  Koo: 

"In  many  ways  we  have  followed  the 
Japanese  example.  But  already  we  can 
see  the  bad  results  of  their  ways  in  inter- 
national trade.  I  believe  in  the  fruits  of 
the  international  division  of  labor,  but 
we  Koreans  cannot  continue  to  be  known 
for  making  cheap  export  goods.  We  must 
raise  the  quality  of  our  products.  And  to 
avoid  the  problems  Japan  is  now  having 
we  must  strongly  consider  producing  in 
the  countries — the  U.S.,  say — where  we 
hope  to  sell,  probably  with  equity  par- 
ticipation from  a  U.S.  manufacturer." 

Koo  excused  himself  to  meet  with  a 
U.S.  manufacturer's  representative.  The 
representative,  Forbes  later  learned, 
was  from  Zenith  Radio  Corp.  ■ 
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Will  The  Real  Woolworth 
Please  Stand  Up?   

When  most  people  think  of  Woolworth,  they  think  of  old 
red-fronted  five-and-dimes.  In  fact,  the  company  is  a 
retailing  conglomerate  with  operations  stretching  from  the 
Rhine  to  the  Pacific  and  including  some  genuine  growth  operations. 

By  PAUL  GIBSON 

Edward  F.  Gibbons  knows  from  experi- 
ence how  easy  it  is  for  doctors  to  come 
up  with  the  wrong  diagnosis.  Gibbons 
fell  seriously  ill  in  1975,  shortly  after  he 
became  president  of  F.W.  Woolworth. 
In  a  few  short  weeks  he  lost  45  pounds. 
His  doctors  decided  either  undetected 
heart  attacks  or  cancer  was  the  cause; 
Gibbons  was  probably  a  terminal  case. 
He  resigned  the  Woolworth  presidency 
and  the  board  began  seeking  a  successor. 

Gibbons  proved  to  be  suffering  from 
hiatus  hernia.  In  a  few  months  he  was 
back  at  his  desk  and  in  February  1977 
replaced  Lester  Burcham  (who  took  ear- 
ly retirement)  as  chief  executive  officer. 

Gibbons  thinks  the  Wall  Street  ana- 
lysts and  the  investing  public  are  as 
wrong  about  Woolworth  as  his  doctors 
were  about  what  ailed  him  in  1975.  A 
good  many  people  think  of  Woolworth  as 
a  terminal  case  of  old  age,  compounded 
by  marketing  arthritis  and  hardening  of 
the  fiscal  arteries.  Consequently,  the 
stock  sells  at  perhaps  five  times  probable 
1978  earnings,  just  over  half  of  book 
value.  At  recent  prices,  you  could  buy 
the  whole  company — 5,600  stores 
throughout  the  world,  $7  billion  in 
sales — for  a  shade  over  $500  million.  Ri- 
val K  mart,  with  43%  more  in  sales,  has 
five  times  Woolworths  market  value. 

These  snap  diagnoses  are  dead  wrong, 
Ed  Gibbons  insists.  Sure,  Woolworth 
has  its  weak  spots,  but  in  other  areas  it  is 
healthy  as  can  be.  "To  understand  this 
animal,"  he  says,  "you've  got  to  take  it 
apart  piece  by  piece."  Take  Woolworth  s 
Kinney  Shoe  Corp.  division.  In  its  own 
right  Kinney  is  a  $690-million  operation, 
the  largest  shoe  chain  under  one  name  in 
the  U.S.  Kinney  alone  had  operating 
income  of  $78  million  last  year,  more 
than  Melville  Corp.'s  Thorn  McAn,  its 
big  rival.  Yet  Melville's  stock  sells  for 
more  than  all  of  Woolworth  s. 

The  1913  Woolworth  Building  may  be 
Manhattan's  most  beautiful  skyscraper,  a 
soaring  neogothic  spire  amid  a  jungle  of 
curtain-wall  look-alikes.  In  this  monu- 


Old  Look:  Of  some  1,500  Woolworth  variety  stores  in  the  U. 
outdated  facades  and  cluttered  counters  unattractive  to  modern 
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ment  to  the  late  Frank  W.  Woolworth's  president  from  United  Fruit  Co.,  Wool- 
long-ago  retailing  revolution,  Ed  Gib-  worth  was  accustomed  to  relying  heavily 
bons  occupies  the  founder's  museumlike  on  short-term  debt  to  finance  inven- 
green-marbled  office,  copied  from  the  tories.  Short-term  borrowings  were  over 
Empire  Room  in  Napoleon's  palace  at  $430  million — larger  even  than  its  long- 
Compiegne.  Sipping  coffee  from  a  cheap  term  debt — and  climbing, 
mug,  his  feet  on  a  desk,  Gibbons  is  That  was  fine  when  interest  rates  were 
hardly  awed  and  dreams  not  of  past  glo-  low,  but  when  they  were  sky-high — as  in 
ries  but  of  present  and  future  profits.  An  1974  and  1975 — Woolworth  paid  dearly, 
accountant  by  trade,  growing  portly  at  Gibbons  has  replaced  part  of  his  bank 
57,  he  has  spent  nearly  four  years  study-  debt  with  long-term  debt,  which  does 
ing  every  aspect  of  this  old  giant  of  a  not  have  to  be  rolled  over  regularly  and 
company.  An  incisive  questioner,  he  has  the  interest  rates  of  which  are  at  least 
stalked  through  every  department  chal-  predictable.  And  he  has  sold  off  $184 
lenging  his  managers  to  change  Wool-  million  of  accounts  receivables  to  Gener- 
worth's  whole  approach  to  retailing.  al  Electric  Credit  Corp.,  which  Wool- 
Like  most  other  retailers,  when  Gib-  worth  was  financing  with  short-term 
bons  arrived  in  1973  as  financial  vice  debt.    Now,   once  Christmas  is  past, 


New  Look:  In  its  U.S.  Woolco  discount  chain,  Woolworth  has  280  brightly  lit, 
smartly  planned  units  like  this  one  in  North  Wales,  Pa.  In  1978  it  will  add  23  more. 


Woolworth  is  virtually  clear  of  short- 
term  debt. 

Woolworth  has  cut  its  discount-store 
ambitions  to  a  more  realistic  size.  Since 
its  Woolco  discount  stores  and  its  newer, 
bigger  variety  stores  are  more  or  less 
interchangeable,  they're  now  run  as  one 
division.  More  important,  Gibbons  is 
limiting  Woolco's  expansion  to  a  dozen 
key  markets  where  it  could  mount  a 
commanding  presence.  Where  Gibbons 
can  cluster  a  half  dozen  or  so  stores — as 
he  does  in  New  Orleans,  Washington, 
D.C.  and  Philadelphia — Woolco  is  con- 
tinuing to  expand.  In  Suffolk  County, 
N.Y.,  for  example,  he  expanded  relative- 
ly cheaply  by  leasing  five  old  W.T.  Grant 
stores.  By  clustering  stores,  Gibbons  can 
achieve  maximum  use  from  his  advertis- 
ing dollars  and  important  warehousing 
and  transportation  savings.  "Hell  will 
freeze  over  before  I  spend  another  dime 
in  Orange  County,  Calif.,"  he  says,  cit- 
ing how  his  four  stores  there  are  out- 
gunned by  K  mart's  dozen. 

To  those  who  think  of  Woolworth  only 
in  terms  of  red-fronted  five-and-dimes,  a 
little  updating  is  in  order.  The  old  vari- 
ety stores  did  $1.5  billion  in  sales  last 
year,  almost  precisely  the  sales  volume 
of  the  Woolco  discount  stores.  Add  to 
that  Kinney's  $575-million  sales  in  the 
U.S.  and  about  $160  million  for  the  Rich- 
man  Brothers  men's  clothing  chain  and 
you  get  U.S.  retail  volume  of  not  far  from 
$4  billion — which  ranks  Woolworth 
fourth  among  U.S.  retailing  companies. 

Then  there  is  the  international  busi- 
ness. In  Canada,  Woolworth,  with  a  vol- 
ume of  $1.2  billion,  expects  to  become 
the  largest  store  retailer,  shading  Simp- 
sons-Sears Ltd.,  an  affiliate  of  Sears, 
Roebuck  &  Co.  In  Britain  its  53%-owned 
affiliate  does  $1.3  billion.  And  in  Ger- 
many Woolworth  retailed  $580-million 
worth  of  goods  last  year.  Old  Frank 
Woolworth  was  internationally  minded 
and  the  flag  he  planted  overseas  first  in 
1909  has  never  ceased  to  wave.  In  Ger- 
many Woolworth  runs  full-scale  depart- 
ment stores  whose  merchandise  includes 
$900  fur  coats.  When  Sears,  Roebuck 
was  losing  $107  million  getting  out  of  its 
retailing  disaster  in  Belgium  and  J.C. 
Penney  was  faltering  in  Italy,  Woolworth 
was  building  profits  and  collecting  divi- 
dends from  Europe — as  well  as  from 
Mexico,  where  it  has  been  established 
since  1956.  Mexico  now  ranks  as  one  of 
Woolworth's  most  profitable  subsidiar- 
ies, while  in  Britain  Woolworth  is  cash- 
ing in  on  the  oil  boom,  with  pretax  prof- 
its up  more  than  50%  in  three  years. 

Yes,  the  U.S.  variety  stores  are  old 
hat  But  Kinney  isn't.  Kinney's  Foot 
Locker  stores,  which  specialize  in  athle- 
tic footwear,  are  about  as  mod  as  you  can 
get.  And  so  are  its  Susie's  Casuals  stores 
which  sell  dresses  and  separates  for  the 
college  crowd. 

Fine,  but  what  do  you  do  with  old- 
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New  Boss:  Chairman  Gibbons  in  front  of  founder  Frank  Woolworth's  portrait.  He  is  the  first  outsider  ever  to  run  the  company 


fashioned  variety  stores?  Gibbons  is  go- 
ing in  two  directions  with  Woolworth's 
1,500  conventional  locations.  With  the 
smaller  stores  he  is  getting  back  to  ba- 
sics, dropping  things  like  sporting  goods 
and  apparel  where  the  stores  lack  the 
counter  space  for  proper  display  and  em- 
phasizing the  traditional  things  people 
went  to  five-and-dimes  for:  sewing  no- 
tions, candies,  cosmetics,  toiletries  and 
stationery.  But  in  the  bigger  stores — 
which  run  to  116,000  square  feet — he  is 
broadening  the  range  of  goods,  so  that 
they  are  hardly  distinguishable  from  a 
full-scale  Woolco  discount  department 
store.  Although  the  Woolco  stores  now 
average  $70  a  square  foot  (vs.  K  mart's 
$100  or  so),  Woolco  s  newer  units  prob- 
ably match  K  mart's  average. 

trouble  with  all  this  is  that  not 
mu  of  it  has  yet  shown  up  in  the 
profits.  For  the  fiscal  year  that  ended  in 
January,  Woolworth  reported  earnings 
of  only  $3.03,  a  59-cent  drop  from  fiscal 
1976  and  a  return  of  only  9%  of  stock- 
holders' equity.  If  Ed  Gibbons  is  so 
smart,  how  come  Woolworth  is  earning  a 
return  of  only  one-half  that  of  K  mart's? 

The  main  answer,  of  course,  is  that  K 
mart — once  S.S.  Kresge  Co. — made  a 
total  commitment  to  discounting,  while 
Woolworth,  uncertain  where  its  future 
lay,  never  learned  how  to  correctly  mer- 
chandise its  new  discount  stores.  But 
that  was  before  Ed  Gibbons  even  came 
to  the  company;  you  can't  blame  him  for 
that.  Why  did  Woolworth's  earnings 
drop  last  year  when  many  retailers  did 
quite  well?  In  part  because  Woolworth 
was  hurt  by  excessive  price-cutting  and 
Woolco  suffered  from  some  temporary 
costs  getting  out  of  the  credit  business. 

But  what  really  clobbered  earnings 
was  a  freak  situation  owing  less  to  oper- 
ations than  to  accounting  rules.  Because 
of  its  big  position  in  foreign  markets, 
Woolworth  was  hard  hit  by  the  idiocy  of 


FASB  8 — a  ruling  by  the  Financial  Ac- 
counting Standards  Board  that  requires 
companies  to  do  strange  things  when 
relative  currency  values  change.  In  Can- 
ada, for  example,  which  traditionally 
supplies  22%  of  consolidated  sales, 
Woolworth's  gross  margins  were  severe- 
ly squeezed  by  the  inventory  revalu- 
ations it  was  forced  to  make. 

This  accounting  silliness  is  intricate; 
suffice  it  to  say  that  Woolworth  probably 
will  not  be  penalized  in  1978.  Since 
Woolworth  normally  gets  over  half  of  its 
earnings  in  the  final  (Christmas)  quarter, 
it  is  too  early  to  tell  what  the  full  year 


Gothic  Glory:  The  Woolworth  Building, 
which  was  opened  in  1913,  is  now  head 
office  for  a  $  7-bi  1 1  ion  empire. 


will  bring,  but  as  of  now  it  looks  good.  "I 
have  just  sent  around  the  company  some 
new  goals  for  sales  and  profits,"  says 
Gibbons,  "and  my  sense  of  urgency  in 
getting  them  achieved  is  monumental." 
He  refuses  to  be  more  specific,  but  one 
good  sign:  In  the  five  weeks  ojiding  Apr. 
1,  Woolworth  s  consolidated  sales  gains 
exceeded  Sears'  and  equaled  K  mart's; 
for  years  the  latter  has  run  well  ahead  of 
Woolworth.  Earnings  of  $3.60  a  share  do 
not  seem  out  of  line. 

Wouldn  t  Woolworth  be  better  off  to 
close  its  old  stores,  take  a  writeoff  and 
get  on  to  newer  things?  "Any  damn  fool 
can  destroy  as  he  builds,"  Gibbons 
snaps.  "This  is  an  era  where  simplistic 
notions  and  simplistic  solutions  won't  fly. 
Don't  expect  any  instant  remedies  from 
me."  The  message  is  clear:  Gibbons  is 
there  to  save  old  Frank  Woolworth's  em- 
pire, not  to  liquidate  it.  Talking  about 
the  older  stores,  he  goes  on: 

"Properly  handled,  mature  businesses 
are  a  blessing.  They  provide  cash  flow 
and  allow  you  to  use  your  imagination  on 
something  that  is  conceptually  newer. 
Like  what?  "I  salivate  at  the  thought  of 
more  specialty  stores,"  Gibbons  replies, 
citing  Susie's  Casuals  and  Foot  Locker. 

It's  a  nice  notion — if  Gibbons  can  car- 
ry it  out:  using  the  cash  flow  from  the 
older  parts  of  the  business  to  nourish  the 
newer  parts.  If  by  so  doing,  he  can  get 
Woolworth's  overall  return  on  equity  up 
to  the  12%  or  so  that  is  average  for  U.S. 
retailing,  the  company  would  soon  be 
earning  well  over  $4  a  share  regularly 
and  would  no  longer  be  the  sitting  duck 
for  an  asset-stripping  acquisitor  as  it 
seems  today.  "How  do  we  explain  all  this 
to  Wall  Street?"  asks  Financial  Vice 
President  Ellis  W.  Smith.  "I  just  wish 
the  analysts  who  follow  ITT  would  cover 
us,  too.  A  conglomerate  analyst  would 
understand  our  company;  a  retailing  ana- 
lyst not  necessarily  so.  ■ 
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Loaded  Laggards 


And  The  Weak  Shall 
Inherit  The  Earth 

Or,  at  least  some  of  these  laggards  might  rise  from  the  dead. 


That  could  well  have  been  a  motto  for 
the  stock  market  in  the  last  12  months  or 
so.  In  that  period  the  Dow  Jones  indus- 
trial averages  were  down  by  about  15%, 
but  the  average  stock  on  Forbes'  list  of 
loaded  laggards  held  steady.  While  in- 
vestors were  taking  bigj>aper  losses  in 
great  stocks  like  Sears,  Roebuck  and 
IBM,  they  were  doing  right  well  in 
Loaded  Laggards  (Class  of  1978):  Thrifti- 
mart  (up  81%),  Vornado  (up  73%)  and 
Zayre  Corp.  (up  46%). 

A  Loaded  (with  assets)  Laggard  (in 
price)  is  a  stock  that  sells  at  a  fat  discount 
from  its  underlying  assets.  Forbes  has 
been  compiling  this  list  for  26  years. 
Probably  not  since  the  post-World  War 
II  market  slump  have  there  been  so 
many  Loaded  Laggards.  To  keep  their 
list    of   laggards    to    reasonable  size, 


Forbes  statisticians  made  it  tough  to  get 
on  the  list  this  year;  you  had  to  be  really 
loaded  and  very  laggard.  You  had  to  have 
at  least  $20  million  in  common  equity 
and  sell  at  prices  60%  of  book  value  or 
less.  In  nearly  every  case  net  working 
capital  per  share — liquid  assets — had  to 
equal  or  exceed  the  current  market 
price.  To  make  this  year's  list,  a  company 
had  to  have  at  least  25%  of  its  current 
price  in  cash  per  share,  and  we  placed 
more  stringent  limits  on  the  amount  of 
debt  a  company  could  have  in  relation  to 
its  equity. 

Tough  as  these  criteria  were,  no  less 
than  73  listed  and  unlisted  companies 
were  selected  this  year — including  some 
that  were  star  stocks  in  recent  years. 
Like  U.S.  Steel.  Between  1973  and  1976 
Big  Steel  nearly  trebled  in  price — re- 


member when  Smokestack  Stocks  were 
everybody's  favorite?  Since  then  the 
price  of  the  stock  has  dropped  almost 
60%  and  is  about  as  loaded  and  as  lag- 
gard as  a  stock  can  be;  as  against  some 
$10  billion  in  assets,  U.S.  Steel's  total 
market  value  was  recently  just  a  shade 
over  $2  billion. 

But  cheer  up,  U.S.  Steel.  Boeing  was 
a  loaded  laggard  once,  and  look  at  it  now. 
In  1970  it  sold  at  a  70%  discount  from 
book  value;  it  has  gone  up  almost  500% 
since  then  and  now  commands  a  premi- 
um over  book. 

So  the  weak  and  the  meek  do  some- 
times inherit  the  earth.  Not  always,  but 
they  do  so  often  enough  to  make  these 
annual  lists  perennially  fascinating  to 
investors  and  to  acquisition-minded 
managements.  ■ 


Asset-Loaded,  Market-Laggard 


Here  are  73  Big  Board  stocks  which  are  so  knocked  down 
that  almost  all  sell  for  net  working  capital  per  share — or  less. 


Company 

Recent 
Price 

Tangible 
Book 
Value 

Per  Share* 

Price  As 
%of 
Book  Value 

Net 
Working 
Capital 
Per  Sharet 

Cash  and 
Equivalents 
Per  Share 

Debt/ 
Equity 
Ratio** 

Latest 
12  Mos. 
Earnings 
Per  Share 

Common 
Stock 
Outstanding 
(000) 

Price 
Range 
52  Weeks 

Alexander's  Inc. 

7% 

$13.91 

54% 

$  7.52 

$  2.26 

1.01 

$  0.83 

4,549 

8%- 

5% 

Alpha  Portland  Ind. 

17% 

33.40 

54 

16.22 

28.43 

.45 

3.86 

1,843 

19%- 

12% 

American  Aggregates 

21 

40.72 

52 

8.32 

8.29 

.02 

4.07 

1,188 

22  - 

18 

American  Airlines 

10% 

19.80 

52 

10.73 

14.92 

.59 

1.84 

28,613 

12%- 

8 

American  Distilling 

8% 

17.90 

48 

16.51 

3.45 

.17 

2.25 

1,508 

10%- 

7% 

American  Maize 

8% 

16.12 

53 

12.40 

3.87 

.60 

1.62 

4,734 

9%- 

7% 

American  Motors 

4% 

10.12 

41 

3.35 

1.30 

.27 

0.10 

30,186 

5%- 

3% 

Anta  Corp. 

6% 

15.97 

40 

4.48 

1.58 

.36 

0.95 

4,259 

8%- 

4% 

Anthony  Industries 

6% 

12.89 

53 

10.57 

6.13 

.37 

1.56 

1,843 

7%- 

4% 

Bayless  (A.J.)  Mkts. 

9% 

19.38 

50 

9.82 

2.62 

.14 

1.92 

1,181 

10%- 

8% 

Bethlehem  Steel 

20% 

49.73 

41 

11.84 

5.47 

.53 

-0.42 

43,665 

37%- 

18% 

Bond  Industries 

ioya 

22.80 

46 

18.31 

11.40 

.19 

-5.77 

974 

10%- 

7% 

Borman's 

3% 

9.76 

36 

3.79 

1.54 

.37 

0.18 

2,925 

5  - 

2% 

Brad  Ragan 

6% 

15.17 

44 

11.44 

1.32 

.23 

0.60 

2,277 

9%- 

5 

Brewer  (C.)  &  Co.  Ltd. 

12% 

26.28 

49 

7.43 

3.21 

.52 

1.08 

4,550 

17%- 

10 

Bulova  Watch 

5% 

12.54 

45 

22.42 

4.06 

1.23 

-1.87 

3,765 

8%- 

4% 

*  Total  stockholders'  equity  minus  intangibles  and  preferred  stock  at  liquidation  value,  using  latest  balance  sheet  available,  t  Current  assets  minus 
current  liabilities.    **  Long-term  debt  as  %  of  stockholders' equity. 
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Loaded  Laggards 


Tangible 

Net 

Latest 

Common 

Book 

Price  As 

Working 

Cash  and 

Debt) 

12  Mos 

Stock 

Price 

Recent 

Value 

%of 

Capital 

Equivalents 

Equity 

Earnings 

Outstanding 

Range 

Company 

Price 

Per  Share* 

Book  Value 

Per  Sharet 

Per  Share 

Ratio** 

Per  Share 

(000) 

52  Weeks 

Chrysler 

n/i 

+A~J  fifi 

£.  3  /o 

C17  fiO 
»1  1  W 

ft   fi  70 
9  9./0 

A  O 

ft  O  ft7 

Cft  OOft 

18%- 

10% 

City  Stores 

4 

14.05 

28 

16.27 

1.08 

1.13 

-6.30 

3,263 

4%- 

1% 

Commercial  Metals 

9% 

23.93 

39  . 

26.12 

2.45 

.46 

0.27 

2,481 

11  - 

7% 

Continental  Copper/Steel 

4% 

13.47 

32 

17.44 

3.81 

.96 

-2.37 

2,833 

6  - 

3% 

Con  wed  Corp. 

13% 

27.75 

50 

16.04 

4.56 

.32 

2.45 

1,216 

14%- 

9% 

^m/iL  1  InitAfl 

VsOok  unixeu 

J  72 

OH 

1 1  Aft 
1  l.DU 

fiO 
■Do 

ft  99 

D.OZD 

4%- 

2% 

Cooper  Tire  &  Rubber 

13% 

24.16 

56 

33.92 

10.13 

.56 

3.91 

1,866 

17%- 

11% 

Cornwall  Equities 

14 

37.25 

38 

35.06 

4.29 

.54 

4.10 

971 

15  - 

11 

Craddock-Terry  Shoe 

7 

18.02 

38 

18.72 

2.78 

.39 

1.02 

1,490 

7%- 

6 

Cunningham  Drug  Strs. 

88/. 

22.31 

39 

14.48 

4.27 

.03 

0.80 

1,167 

9%- 

8 

l/flyion  ivialieaDic 

99 

fin 

1 A  ZLA 

19  Qft 

.U<* 

1  1ft 

1 .1U 

1  479 

27%-19 

Donovan  Cos. 

11% 

19.32 

61 

7.29 

2.78 

.57 

1.79 

1,563 

11  - 

7 

DWG  Corp. 

3% 

5.52 

59 

4.49 

.78 

.72 

0.67 

5,236 

5  - 

3 

Falconbridge  Nickel 

15% 

61.31 

25 

50.76 

24.37 

1.06 

-6.23 

4,965 

37%- 

14% 

Falstaff  Brewing 

2% 

8.15 

26 

4.84 

2.77 

NA 

0.11 

4.471 

3  - 

1% 

CI      •-!     U-  /Kit 

Florida  Min/Metals 

mi/. 

1U/4 

is  fin 

7  QO 

/.93 

fi  RC 

CO 

.99 

n  R7 

U.o/ 

1  Q19 
1  ,<J  l«t 

11%- 

7 

Food  Fair 

4% 

18.58 

26 

18.75 

1.54 

.99 

-0.20 

7,358 

7%- 

4% 

General  Refractories 

6% 

26.56 

24 

17.77 

1.78 

.64 

-2.47 

3,798 

10%- 

6 

Giant  Portland  Mas/Cem 

83/. 

14.00 

60 

5.63 

3.29 

.00 

0.10 

1,834 

9%- 

7% 

Glenmore  Distill. 

13% 

27.17 

50 

33.08 

3.49 

.34 

1.77 

1,587 

15%- 

10% 

UOIUDIalX  DI05. 

^ 

14  7Q 

l*».  /  Jl 

97 

1  4K 

ft  41 
U.«*  1 

J,U*W 

4%- 

3% 

Goodrich  (B.F.) 

19% 

51.29 

38 

38.63 

9.78 

.68 

3.97 

14,626 

33%- 

18% 

Int'l  Basic  Econ. 

1% 

10.04 

17 

6.87 

.64 

.70 

0.44 

5,122 

2%- 

1% 

Int'l  Proteins 

5% 

10.50 

56 

4.15 

1.72 

.15 

1.45 

2.721 

8%- 

4% 

Jantzen  Inc. 

14% 

24.35 

61 

26.00 

4.43 

.30 

1.71 

1,854 

15%- 

13% 

wCWCltUI,  IMC 

/4 

R  Q<) 

o .  JJJ 

CO 

?  nfi 

•JO 

n  0.7 

9  R1Q 

4%- 

2% 

Jonathan  Logan 

11S/. 

30.26 

38 

21.82 

5.78 

.28 

1.96 

5,294 

15%- 

10% 

Lafayette  Radio  Elec. 

5% 

15.21 

34 

12.55 

1.77 

.00 

-2.24 

2,175 

7%- 

4% 

Lykes  Corp. 

6% 

50.28 

12 

29.94 

8.09 

1.28 

-21.61 

9,219 

12%- 

4% 

Mays  (J.W.) 

3% 

12.01 

31 

3.17 

2.03 

.30 

0.32 

2,178 

4%- 

2% 

iwiesxa  iviacnine 

91 

*1  /4 

R3  17 

Aft 
*rU 

9C  C7 

R  71 

ftft 

■%  9fi 

Q7ft 
9/U 

28%-20% 

Norin  Corp. 

10% 

21.28 

49 

34.38 

7.53 

1.07 

1.69 

2,257 

12%- 

10 

Nortek  Inc. 

2% 

9.49 

24 

6.84 

.86 

.58 

0.07 

2,602 

3%- 

2 

Northgate  Exploration 

3% 

6.84 

57 

3.90 

4.61 

.00 

-0.09 

6,892 

6%- 

3% 

Perini  Corp. 

9% 

17.79 

56 

8.05 

4.07 

.14 

1.20 

3,616 

11%- 

7 

Pier  1  Imports 

D 

1 1  nc 

1 1  .U9 

9*» 

1ft  fiK 
1U.99 

O  1ft 

9Q 

1  1  A 

9  4K1 
Z,*f  0  ! 

7%- 

4% 

Pierce  (S.S.)  &  Co. 

8 

18.14 

44 

25.66 

1.92 

1.20 

1.74 

1,181 

4%- 

3% 

Saxon  Industries 

5% 

14.55 

38 

18.69 

2.32 

1.35 

0.78 

7,687 

6%- 

3% 

Schulman  (A.) 

10% 

17.40 

60 

16.20 

2.80 

.29 

2.36 

1,797 

12%- 

9 

Smith  (A.O.)  Corp. 

15% 

37.15 

41 

17.94 

4.69 

.25 

3.81 

4,901 

17  -' 

13% 

oouin  west  roresi  ina. 

03/ 
97b 

OA  1Q 

O  9K 

1  (Vd 

l  .\m 

9  OK 

R  491 

11%- 

7% 

C  n  a  n  i  1  r%  #4 

opany  Inu. 

9/2 

1ft  7C 
I U.  /D 

ki 

91 

fi  /4j4 

1  07 

1 .8/ 

90 

ft  RO 

u.o  J 

5%- 

4 

Steep  Rock  Mines 

22/s 

4.90 

49 

3.07 

2.15 

.19 

0.34 

8,064 

1% 

Thrifti  mart  Inc. 

14% 

40.04 

36 

17.96 

9.12 

.06 

3.45 

891 

15  - 

7% 

Tonka  Corp. 

8% 

19.98 

43 

20.51 

7.41 

.81 

0.25 

1,565 

12  - 

8 

uniicu  Dianas 

19  RQ 

CA 
9*» 

1Q  Qfl 
19.90 

a  nn 

R7 

.9/ 

n  fin 

U.9U 

m  SK1 

1  v,OD  1 

9%- 

6% 

u.o.  oxeei 

Ofi 
*9 

£1  An 

91.  U9 

AO 

19.// 

O  Oft 

1  fifi 
1 .99 

OA  IfiQ 
9^,199 

49%-25 

u.o.  ougar 

QC1/ 

99 

17  OA 

1A  OA 

(11 

9  RA 

9  4fi1 

50%-35% 

Vornario 

8V« 

o  /■ 

25.48 

34 

17.23 

2.86 

1.21 

-1.41 

5,515 

9%- 

4% 

Waldbaum  Inc. 

11% 

21.96 

54 

8.81 

9.28 

26 

2.73 

2^327 

12%- 

8 

Wean  United 

5% 

14.33 

40 

18.16 

6.70 

.47 

1.96 

3,090 

6%- 

5% 

Weingarten  (J.)  Inc. 

4 

14.17 

28 

10.35 

4.85 

.68 

-0.20 

2,270 

6%- 

4% 

Western  Pacific  Ind. 

26% 

54.85 

49 

22.74 

16.90 

.49 

6.34 

3,201 

27%-16% 

Wheeling-Pitts.  Steel 

9% 

83.56 

12 

40.52 

4.61 

.67 

-7.70 

3,727 

17  - 

8 

White  Motor 

7% 

21.43 

34 

25.32 

3.63 

.94 

1.18 

8,255 

11%- 

6% 

World  Airways 

5% 

11.62 

46 

7.47 

8.70 

16 

0.48 

9,800 

6  - 

3% 

Zayre  Corp. 

10% 

23.27 

45 

30.18 

3.85 

.78 

2.33 

4,937 

11  - 

6 

*  Total  stockholders'  equity  minus  intangibles  and  preferred  stock  at  liquidation  value,  using  latest  balance  sheet  available,  t  Current  assets  minus 
current  liabilities.    **  Long-term  debt  as  %  of  stockholders' equity.   NA  Not  available. 
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Statistical  Spotlight 


Can  AH  Of  Them  Really 
Be  That  Bad? 


Each  of  the  25  stocks  on  the  list  below 
is  selling  at  less  than  five  times  project- 
ed 1978  earnings,  as  compared  with  a 
ratio  of  eight  for  Standard  &  Poor's  500 
stock  average.  Like  the  Loaded  Lag- 
gards (preceding  pages),  these  stocks 
are  victims  of  a  gloomy  assessment  by 
investors:  Sure,  earnings  were  high  last 
year,  the  market  is  saying,  but  it  can't 
last.  This  is  only  natural:  Stocks  are 
supposed  to  discount  future  earnings; 
past  earnings  are  of  interest  only  to 
historians  and  analysts. 

Some  of  the  low-multiples  can  be  ex- 
plained in  terms  of  disaffection  with  their 
industries — insurance  and  savings  and 
loans  especially.  Others  are  plagued  with 
special  problems,  which  may  or  may  not 
go  away  soon.  The  six  S&Ls  on  the  list 
suffer  from  the  fear  of  an  outflow  of  funds 
stemming  from  higher  interest  rates: 
Money  has  been  moving  away  to  high- 
yielding  investments  that  earn  more 


than  the  S&Ls  are  allowed  to  pay. 

The  institutions  don't  seem  to  like  the 
two  major  U.S.  international  airlines,  ei- 
ther. Forecasts  of  earnings  for  Trans 
World  Airlines,  Inc.  are  down,  and  even 
though  Pan  American  World  Airways, 
Inc/s  are  up  a  bit,  its  earnings  have  been 
about  as  consistent  as  airline  meal  qual- 
ity. The  airlines'  future  depends  too 
much  on  future  regulation  to  inspire 
much  investor  confidence. 

Chrysler  has  a  record  of  swinging  from 
fat  earnings  to  red  ink,  so  the  market's 
low  multiple  for  Chrysler  is  understand- 
able. But  Ford?  The  market  seems  to 
have  no  confidence  in  anything  involving 
automobiles.  International  Harvester? 
Its  earnings  will  likely  be  down  this  year, 
and  a  history  of  cyclical  earnings  turns 
investors  off. 

That  the  market  is  not  particularly  in- 
terested in  J. P.  Stevens  &  Co.,  Inc. 
should  come  as  no  surprise  considering 


that  the  textile  company  is  beset  by 
problems  ranging  from  foreign  competi- 
tion to  the  textile  workers'  union's  unre- 
lenting efforts  to  organize  its  plants.  Co- 
lumbia Pictures  Industries,  Inc.'s 
inability  to  deal  resolutely  with  David 
Begelman,  former  president  entangled 
in  charges  of  theft  and  forgery,  apparent- 
ly has  created  qualms  about  the  stock, 
even  though  the  company  has  been  on  a 
hot  movie  streak  lately. 

The  three  conglomerates — Avco 
Corp.,  Fuqua  Industries,  Inc.  and  Tele- 
dyne,  Inc. — share  little  except  the  ten- 
dency of  analysts  to  drop  them  into  a 
category  and  therefore  not  have  to  dis- 
tinguish among  them  in  terms  of  quality 
of  holdings,  management  or  earnings. 

Like  Loaded  Laggards,  some  of  these 
stocks  are  deservingly  in  the  doghouse, 
but  others  deserve  better.  Each  is  a  dif- 
ferent case — though  they  share  a  cur- 
rently low  assessment  by  investors.  ■ 


Wall  Street's  Wallflowers 


1977 

Est.  1978 

P/E  Based 

Recent 

5-Year 

Earnings 

Earnings 

on  1978 

Common 

Price 

Indicated 

Company 

Per  Share 

Per  Sharet 

Earnings 

Price 

Range 

Yield 

Coachmen  Industries 

$  3.18 

$  3.77 

2.7 

10 

19%-  1 

5.0% 

Avco 

7.48 

8.00* 

2.8 

225/e 

23    -  2  - 

2.7 

Columbia  Pictures 

3.49 

5.80* 

2.8 

16% 

20%-  1% 

TRANSOHIO  Financial 

3.41 

3.74 

3.3 

12% 

18%-  3% 

2.6 

United  Financial 

4.02 

4.71 

3.3 

15% 

19-4 

5.2 

Chrysler 

2.07 

3.27 

3.5 

11% 

44%-  7 

8.7 

Gibraltar  Financial  Cal. 

2.97 

3.37 

3.6 

12V. 

14%-  2% 

4.9 

Imperial  Corp.  Amer. 

4.10 

4.51 

3.6 

16% 

19   -  4% 

4.9 

Ahmanson  (H.F.) 

4.55 

5.05 

3.7 

18% 

31%-  5% 

4.3 

Crum  &  Forster 

6.57 

7.89 

3.7 

29 

35%-12% 

5.9 

Belco  Petroleum 

5.51 

7.23 

3.8 

27% 

34%-  8% 

3.7 

Ford  Motor 

14.16 

11.93 

3.8 

45% 

65%-23 

7.0 

Teledyne 

16.23 

17.80* 

3.8 

73% 

78%-  6% 

Great  Western  Financial 

4.95 

5.66 

3.9 

22 

34%-  6% 

4.5 

Grumman 

4.04 

4.11 

4.0 

16% 

22%-  7% 

6.1 

Seaboard  Coast  Line 

7.02 

7.26 

4.0 

29% 

49%-17% 

7.5 

Aetna  Life  &  Casualty 

7.76 

8.26 

4.2 

34% 

41  -15% 

6.3 

International  Harvester 

6.92 

6.34 

4.2 

26% 

39  -16% 

7.9 

First  Charter  Financial 

3.27 

3.69 

4.3 

15% 

25%-  4% 

5.1 

Fuqua  Industries 

1.71 

2.45* 

4.4 

10% 

20%-  2% 

3.7 

Kaiser  Aluminum  &  Chem. 

5.53 

6.52 

4.5 

29% 

40%-12 

5.5 

Stevens  (J.P.) 

3.01 

3.41 

4.6 

15% 

26%-10 

7.6 

Alcan  Aluminium 

4.98 

5.28 

4.8 

25% 

41  -18% 

5.5 

Pan  Am  World  Airways 

1.06 

1.16 

4.8 

5% 

10%-  1% 

Trans  World  Airlines 

3.83 

3.41 

4.8 

16% 

42%-  4% 

'Value  Line  Estimate. 

tEstimates  are  the  mean  of  analysts'  forecasts  calculated  by  Institutional  Brokers  Estimate  System  (3/78),  of  Lynch  Jones  and  Ryan. 
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Richard  Marx: 

A  Crook's  Best  Friend 

Is  His  Lawyer  

"All  thieves  who  could  my  fees  afford 

relied  on  my  orations 

And  many  the  burglar  I've  restored 

to  his  friends  and  his  relations/'  — Trial  By  Jury 


By  PAUL  BLUSTEIN 

It's  sad  but  true.  Our  criminal  justice 
system  all  too  often  lets  smooth-talking, 
white-collar  criminals  walk  free  for  one 
reason  or  another:  highly  placed  connec- 
tions; or  bribes;  or  judges'  reluctance  to 
condemn  someone  of  middle-class  sensi- 
bilities to  a  prison  term;  or  fancy-priced 
lawyers  who  know  all  the  tricks. 

Speaking  of  the  latter,  meet  Richard 
B.  Marx,  45  (average  fee  for  criminal 
cases:  between  $35,000  and  $50,000). 
Curly-haired.  Athletic.  Dignified-mod 
clothing  (the  gold  bracelet  on  his  right 
wrist  is  expensive,  almost  elegant).  His 
line — to  paraphrase  W.S.  Gilbert  in  Tri- 
al By  Jury — is  restoring  high-class  swin- 
dlers to  their  friends  and  their  relations. 

The  morning  view  of  Biscayne  Bay  is 
splendid  in  Marx'  modern  office  in  Coco- 
nut Grove,  Fla. ,  an  artsy  Miami  commu- 
nity. A  tall,  shimmering  blond  secretary 
enters  solicitously,  and  Marx  gives  some 
instructions,  then  settles  down  at  his 
desk  surrounded  by  diplomas  and  certifi- 
cates, including  a  law  degree  from  New 
York  University  Law  School. 

A  defense  lawyer  handling  white-col- 
lar cases  rarely  wins  in  the  clear-cut  clas- 
sic sense  of  getting  his  client  acquitted 
by  a  jury,  he  says.  If  the  Justice  Depart- 
ment decides  to  indict  and  prosecute  a 
white-collar  crook,  it  almost  always  ob- 
tains a  conviction.  "The  criminals  leave  a 
paper  trail,"  Marx  explains.  "The  books 
and  records  are  all  there,  so  when  the 
government  comes  in,  the  case  is  almost 
laid  out  for  them. 

"In  federal  prosecution  cases,  a  win  is 
not  getting  somebody  off,  he  continues. 
"You  may  take  a  case  that  has  40  counts 
to  it  and  reduce  it  to  one — that's  a  win. 
Or  a  case  when  you  expect  a  man  to  go  to 
jail  for  ten  years  and  he  goes  only  for  one 
year —  that's  a  win." 


Indeed,  some  of  the  fanciest  legal  foot- 
work comes  in  staving  off  an  indict- 
ment— not  in  keeping  an  indicted  man 
from  being  convicted  or  a  convicted  man 
from  being  given  a  long  sentence.  Marx 
cites  as  an  example  a  commodities  option 
firm  he  represented  called  Brokers  In- 
ternational, a  spinoff  of  the  infamous 
Goldstein-Samuelson  commodities  op- 
tion bucket  shop  (Forbes,  Aug.  15. 
1973).  "You  can  come  into  a  situation 
after  the  crime  has  been  committed  and 
give  proper  advice,"  he  says — advice 
which  may  give  the  criminal  a  partial 
out.  In  the  Brokers  International  case, 
Marx  says,  "I  insisted  that  they  tell  the 
truth  to  people  they  were  doing  business 
with.  So  they  put  out  a  piece  of  sales 
literature  which  said  something  like. 

Our  ability  to  pay  depends  on  our  ability 
to  keep  selling.  And  we  can't  guarantee 
that  at  the  time  you  collect  we'll  have  the 
funds.'  That  candid  disclosure  didn't 
hurt  Brokers  business  much,  Marx  says 
with  a  shrug.  But  it  presumably  helped 
the  firm's  legal  standing  in  a  grand  jury 
proceeding  that  has  produced  no  indict- 
ments to  date.  "It's  one  thing  to  say,  'We 
sent  out  false  and  misleading  advertis- 
ing,' "  says  Marx.  "It's  another  to  say, 

Well,  it  may  have  been  incorrect,  but 
the  minute  we  realized  it,  we  corrected 
it.'  A  jury  is  going  to  look  at  that  totally 
differently." 

Thinking  back  over  some  of  the  cases 
he  has  handled,  Marx  notes  that  there 
are  two  kinds  of  white-collar  criminals. 
"There's  the  guy  who  starts  out  with 
reasonably  pure  intentions,"  he  says, 
"but  who  gets  himself  into  a  situation 
where  either  business  booms,  and  he 
doesn't  pay  attention  to  details — or  busi- 
ness gets  a  little  bad,  so  he  rationalizes 
his  activities  as  necessary  to  save  the 
business.  As  opposed  to  that,  there  s  the 
type  who  sets  out  to  defraud.  He's  out  to 


Nolo  Contendere:  Obviously  enjoying  th 

steal  as  much  as  he  can." 

An  example  of  the  first  kind  of  crime  is 
that  perpetrated  by  a  group  of  bond 
salesmen  Marx  defended  in  a  1974  Se- 
curities &  Exchange  Commission  case. 
"One  of  the  salesmen  got  a  bright  idea," 
Marx  explains.  "He  said.  These  prison- 
ers of  war  coming  back  from  Vietnam 
will  all  have  big  back  pay  coming  after 
being  locked  up  for  six  or  seven  years.' 
So  he  puts  out  a  letter  whi  tarted, 
Welnvtoo,  was  a  POW  in 
Korea — which  was  pure  bull  glo  and 
behold,  these  guys  start  sending  in  mon- 
ey— 30,  40,  50  grand  at  a  shot. 

Trouble  was,  the  bondmen  got  carried 
away  with  their  promises  and  didn  t 
bother  disclosing  the  riskiness  of  some  of 
the  bonds  they  were  peddling  to  the 
POWs  or  the  huge  markup  they  were 
taking.' "I  think  they  found  themselves  in 
a  position  where  they  got  a  little  too  far 
into  it  to  back  out,"  Marx  says,  adding 
that  it  wasn't  long  before  the  SEC 
stepped  in.  "I'll  never  forget  walking 
into  the  courtroom  the  first  day  of  the 
proceedings  and  seeing  all  those  military 
uniforms.  People  turned  around  and 
booed  as  we  walked  in."  The  salesmen 
were  imprisoned  in  a  subsequent  crimi- 
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nal  case  brought  by  the  Justice  Depart- 
ment. But  the  salesman  whom  Marx  re- 
presented in  that  criminal  case  received 
an  18-month  sentence  while  his  non- 
clients  got  from  three  to  six  years —  so 
Marx  calls  it  a  "victory." 

Then  there's  Marx  second  kind  of 
criminal — the  kind  who  from  the  very 
beginning  has  larceny  in  mind.  A  perfect 
example  is  Philip  Wilson,  one  of  the 
masterminds  behind  the  notorious  Bank 
of  Sark  fraud  of  the  1960s.  The  Bank  of 
Sark,  situated  on  a  British-controlled  is- 
land in  the  English  Channel,  took  mil- 
lions of  dollars  in  exchange  for  impres- 
sive-looking drafts  that  had  virtually  no 
monetary  assets  whatsoever  to  back 
them.  Indeed,  its  only  major  assets  were 
a  small  office  over  a  hairdressing  salon 
and  a  Telex  machine  which  was  used  to 
reassure  nervous  businessmen  overseas. 
Among  Sark's  victims  were  Braniff  Inter- 
national Airways  and  Mercantile  Nation- 
al Bank  in  Dallas. 

"Wilson  is  totally  different  in  one  re- 
spect from  the  typical  white-collar  crimi- 
nal," says  Marx,  who  defended  him  in 
1976  against  charges  of  defrauding  an 
insurance  premium  finance  company. 
"The  typical  white-collar  criminal  is  a 


gregarious,  social  guy.  Phil  is  kind  of 
introverted.  He  doesn't  even  drink.  He's 
short,  on  the  homely  side,  has  a  very  bad 
skin  condition.  But  he  has  the  mind  of  a 
genius.  Phil  Wilson  can  do  more  with  a 
credit  card  than  you  can  do  with  an 
atomic  bomb.  " 

There  are  risks  involved  in  defending 
people  like  Wilson.  "The  majority  of  le- 
gal fees  that  I  got  from  him  were  in 
checks  that  bounced,"  Marx  says  rueful- 
ly. On  top  of  that,  Marx  nearly  got 
thrown  in  jail  for  contempt  of  court  be- 
cause, he  says,  Wilson  called  shortly  be- 
fore his  trial  in  Virginia  to  say  that  he 
would  be  hospitalized  and  couldn't  show 
up.  Since  Wilson's  checks  had  bounced, 
Marx  figured  the  cost  of  going  up  to 
Virginia  to  ask  for  a  postponement  would 
come  out  of  his  own  pocket;  accordingly, 
he  tried  phoning  the  judge  to  explain 
why  he  wouldn't  be  present.  The  judge, 
furious,  set  a  hearing  date  to  bring  Marx 
up  on  contempt  charges.  This  time, 
Marx  appeared.  "He  found  me  in  con- 
tempt, and  said,  'Marshal,  take  Mr. 
Marx  into  custody  ■  .  ■  until  he  agrees  to 
pay  a  $100  fine' — which  I  was  very  happy 
to  pay,  Marx  says.  Wilson  never  was 
hospitalized.  "I  think  that  was  what  got 


the  judge  crazy,"  Marx  adds. 

Another  risk  of  Marx'  trade  is  the  pos- 
sibility of  being  charged  along  with  a 
client  for  his  crime.  This  sometimes 
causes  Marx  to  turn  down  a  case  for  the 
safety  of  his  own  hide.  "For  instance, 
two  and  a  half  years  ago  we  were  re- 
tained to  do  the  legal  work  on  a  private 
placement,"  Marx  says.  "We  received  a 
retainer  with  a  fairly  substantial  fee  in- 
volved. But  this  situation,  it  turned  out, 
had  an  undisclosed  principal  with  very 
high  criminal  connections.  Knowing  that 
they  wanted  to  hide  him,  we  withdrew. 
Now,  ten  years  ago,  we  might  have  taken 
such  cases.  I  don  t  know." 

It  is  time  for  Marx  to  make  a  quick  trip 
downtown  to  get  a  postponement  on  one 
of  his  clients  cases.  He  rattles  off  some 
more  instructions  to  his  dazzling  secre- 
tary and  heads  for  "the  love  of  my  life" — 
his  black  convertible,  a  Porsche  Targa — 
and  zooms  with  top  down  to  Miami's 
State  Criminal  Court  Building. 

The  elevator  stops  at  the  third  floor. 
Marx  straightens  his  tie  and  ducks  into 
the  courtroom. 

Fifteen  minutes  later  he  emerges  a 
few  steps  behind  a  group  of  four  disgrun- 
tled-looking men,  one  of  whom  is  mut- 
tering, "How  does  he  keep  a  straight 
face?"  Marx  appears  pleased  but  a  little 
chastened,  and  says  softly  as  the  men 
saunter  off,  "Well,  that  was  tougher  than 
I  thought  it  would  be.  But  I  did  what  I'm 
best  at:  I  got  the  continuance." 

Back  in  the  Porsche,  Marx  explains 
the  disturbingly  simple  secret  of  a  de- 
fense lawyer's  success.  "You  do  every- 
thing to  make  the  job  tough  for  the  guy 
on  the  other  side,"  he  says  unhesitat- 
ingly. "You  don't  agree  to  anything,  you 
don't  stipulate  to  anything,  and  you  fight 
him  on  everything  there  is.  And  some- 
times the  government  gets  to  a  position 
where  it  says,  Hey.  It's  not  worth  it.'  " 

For  instance,  Marx  defended  a  securi- 
ties investigator  for  the  state  of  Florida 
who  was  in  trouble  with  the  SEC  for 
allegedly  using  his  position  to  get  special 
favors  from  brokers.  "He  had  been  ter- 
minated, and  all  the  SEC  wanted  was  a 
consent  decree  that  said  my  client  will 
not  become  a  broker-dealer,"  Marx  says. 
"My  client  never  was  a  broker-dealer; 
nor  did  he  have  any  intention  of  becom- 
ing one.  But  we  wouldn't  agree  to  that. 
We  fought  the  case  for  almost  four  years. 
He  wants  his  back  pay  [which  he  would 
be  entitled  to  if  he  successfully  fought 
the  consent  decree].  Eventually  the 
SEC  started  to  realize  that  tons  of  man- 
hours  and  money  were  going  into  this 
relatively  meaningless,  aborted  prosecu- 
tion, so  the  government  dismissed 
charges."  Marx  parks  his  Porsche  and 
heads  back  to  his  office. 

One  way  to  throw  a  monkey  wrench 
into  the  prosecution's  case,  Marx  says,  is 
to  hide  the  evidence,  such  as  books  and 
records.  "If  a  client  comes  to  you  before 
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any  subpoena  has  been  issued,  and  has 
wind  of  a  pending  investigation,  you  can, 
within  certain  defined  limitations,  do 
anything  you  want  with  those  docu- 
ments," Marx  explains.  "The  first  thing  I 
always  tell  people  is,  get  them  out  of 
your  office.  Get  them  out  of  your  house." 

Just  recently,  a  client  of  Marx'  was 
subpoenaed  before  a  federal  grand  jury 
with  orders  to  bring  his  books  and  rec- 
ords. "The  first  question  the  prosecutor 
asks  is,  'Did  you  bring  the  records?' 
Marx  says.  "The  answer:  No.'  Question: 
Why  not?'  Answer:  I  don't  have  them.' 
Question:  Where  are  they?'  Answer:  I 
refuse  to  answer  on  the  grounds  that  it 
may  incriminate  me.'  That  answer  is 
100%  legitimate.  You  can't  refuse  to  pro- 
duce it  if  you  have  it,  but  they  can't  make 
you  say  where  it  is." 

How  does  Marx  justify  engaging  in 
what  amounts  to  obstruction  of  justice — 
in  the  moral,  if  not  legal,  sense?  "It's  a 
stock  answer,  but  it's  our  system  of  jus- 
tice," Marx  replies.  "You've  got  an  ad- 
versary system,  where  the  state  and  fed- 
eral governments  prosecute,  and  on  the 
other  side,  you  have  the  defense,  whose 
job  it  is  to  defend  and  protect  the  rights 
of  the  individual.  Those  rights  are  for  the 
most  part  trampled  on  by  prosecutors.  If 
you  think  they  play  fair,  you're  being 
naive.  The  absolute  willingness  to  go  to 
any  lengths  to  prosecute  is  a  scary  thing. 
I've  seen  prosecutors  condone  perjury, 


lie  to  potential  defendants  and  browbeat 
witnesses  before  a  grand  jury.  Without 
good  defense  counsel,  you  wouldn't  have 
a  true  system  of  law." 

Okay,  but  does  a  man  who  is  guilty  of 
violating  the  law  have  a  "right"  to  every 
delay,  every  trick  that  falls  within  the 
canons  of  legal  ethics?  Marx  skillfully 
works  around  the  question:  "The  only 
way  you  can  understand  this  is  to  put  it 


"...  'You  don't  agree  to 
anything,  you  don't  stipu- 
late to  anything  and  you 
fight  on  everything'  . .  ." 

in  this  frame  of  reference:  A  guy  de- 
frauds an  insurance  company,  let's  say. 
The  federal  mail  fraud  statutes  are  in- 
credibly vague.  So  what  the  government 
does  is  to  hit  the  defendant  with  an 
indictment  that  is  so  overpowering,  and 
so  massive  in  its  scope,  that  when  you 
read  it,  your  first  instinct  is  to  skip  the 
country,  commit  suicide  or  plead  guilty. 
You  add  up  each  count  of  the  indict- 
ment— and  they  run  20,  30,  50  counts, 
with  two  to  five  years  per  count,  so 
you're  looking  at  125  years  in  jail.  That's 
for  a  typical  white-collar  crime.  Many- 
defendants  say,  I  may  as  well  go  in  and 
make  a  deal.      Faced  with  such  over- 


whelming punishment,  Marx  feels,  the 
defendant  can't  be  blamed  for  pulling 
every  trick  in  the  book. 

Later  over  a  lunch  of  white  wine  and 
salad,  the  midday  sun  glistening  off  the 
bay  across  the  street,  Marx  reminisces 
about  how  he  got  into  his  line  of  work: 
He  had  been  a  lawyer  with  a  Miami  firm 
and  had  done  the  usual  corporate  law 
routine — registrations,  mergers,  reorga- 
nizations. But  he  had  practiced  criminal 
law  on  the  side,  taking  on  street  crime 
cases  because  he  was  fascinated  by  them. 
Then  all  kinds  of  securities  scandals 
shook  southern  Florida  in  the  Sixties.  So 
widespread  were  the  scams  that  a  Ft. 
Lauderdale  address  became  a  distinct 
disadvantage  for  legitimate  financial 
firms.  Combining  his  interest  in  criminal 
law  with  experience  in  securities,  Marx 
struck  out  on  his  own  in  1972. 

"I  think  I  picked  the  right  area  of  law 
at  the  right  time,"  he  chuckles.- 

Marx  can  chuckle  but  it  is  no  laughing 
matter  that  a  man  like  C.  Arnholt  Smith, 
ex-President  Nixon's  pal,  paid  only  token 
fines  after  having  defrauded  his  U.S. 
National  Bank  in  San  Diego  of  tens  of 
millions  of  dollars,  or  that  Robert  Trip- 
pet,  mastermind  of  the  brazen  $100-mil- 
lion  Home-Stake  oil  swindle  spent  a 
grand  total  of  one  night  in  jail.  They  were 
not  Richard  Marx'  clients,  but  both  bene- 
fited from  the  type  of  tactics  at  which  this 
smooth  Florida  attorney  is  so  adept.  ■ 


Everybody  wanted  the 
Volkswagen  Plant. 


Pennsylvania  got  it.  How  come? 


Find  out  what  Volkswagen  already 
knows:  the  special  advantages  of 
bringing  your  plant  to  Pennsylvania. 
Our  financial  assistance  packages  can 
help  each  plant  get  started  and  then 
take  advantage  of  all  that  Pennsylvania 
offers. 

And  Pennsylvania  offers  plenty. 
Our  location  is  at  the  hub  of  America's 
largest  and  richest  markets.  Pennsyl- 


vania's ports  open  on  to  the  Atlantic, 
the  Mississippi,  and  the  St.  Lawrence 
Seaway.  Pennsylvania  has  one  of  the 
nation's  most  highly  developed  high- 
way and  air  transportation  systems. 
And  Pennsylvania  is  rich  in  industry's 
most  needed  natural  resources:  fossil 
fuels,  minerals,  forests  and  skilled 
workers.  Find  out  why  VW— and  many 
other  companies— choose  Pennsylvania 


Contact:  Norval  Reece 

Secretary  of  Commerce 
or 

Bureau  of  Economic 
Development 
South  Office  Building 
Harrisburg,  PA  17120 
Phone:717-787-6500 
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Coachmen's  Giant  Leap 


It  is  reaping  the  reward  of  a  shrewd  gamble  taken  in  1973. 


If  you  had  asked  yourself  five  years  ago 
what  company  would  become  number 
one  in  recreational  vehicles,  Coachmen 
Industries  of  Middlebury,  Ind.  would 
have  been  an  unlikely  choice.  True, 
Coachmen  had  already  broadened  its 
line  from  travel  trailers,  which  are  towed 
behind  a  car,  to  include  motor  homes 
(which  are  self-powered)  and  all  types  of 
campers  (which  are  usually  mounted  on 
pickup  trucks).  Its  1972  sales  of  $53  mil- 
lion and  net  worth  of  $10  million  were  at 
least  respectable  in  the  highly  fragment- 
ed and  undercapitalized  but  furiously 
growing  industry.  And  Chairman  Tom 
Corson,  then  44,  had  been  smart  enough 
to  tap  the  equity  markets  in  1969  and 
again  in  1972  for  the  cash  needed  for 
growth. 

But  the  fact  remains  that  other  compa- 
nies in  the  business  were  larger,  better 
heeled  and  more  profitable  than 
Coachmen. 

Then  Corson  took  a  calculated  gam- 
ble. The  October  1973  oil  embargo  and 
the  recession  that  followed  clobbered 
the  industry,  forcing  some  30%  of  the 
dealers  and  nearly  20%  of  the  manufac- 
turers— among  them  Sapphire,  Topline 
and  Wayside — out  of  the  business.  But 
while  other  manufacturers  scrambled  to 
slash  costs  and  cut  back  operations,  Cor- 
son did  just  the  opposite:  He  boosted 
both  advertising  and  sales  expenditures 
by  a  hefty  50%,  and  thus  was  able  to 
expand  Coachmen's  dealer  network  from 
350  in  1972  to  550  by  1975. 

The  upshot  was  an  increase  in  Coach- 
men's market  share  from  2.5%  to  almost 
6%  in  that  period.  In  his  next  move, 
Corson  managed  to  pick  up  Shasta  In- 
dustries from  W.R.  Grace  &  Co.  for  a 
bargain  $2.1  million. 

Coachmen  last  year  boasted  sales  of 
$288  million,  up  28%  from  1976.  Net 
income  was  over  $11  million,  compared 
with  $9  million  the  previous  year,  while 
earnings  per  share  climbed  20%,  to 
$3.18.  Return  on  equity  has  averaged 
about  25%  annually  since  1974.  The 
company  now  commands  a  10%  share,  in 
units  sold,  of  the  $3. 1-billion  wholesale 
market  (excluding  vans  without  utilities). 
Its  dealers  have  grown  to  900.  Among  its 
major  competitors  are  Fleetwood  Enter- 
prises, of  Riverside,  Calif.,  a  large  multi- 
brand  manufacturer,  and  Winnebago  In- 
dustries of  Forest  City,  Iowa,  which  has 


been  losing  share  in  the  motor-home 
market  it  once  virtually  owned. 

Of  the  gamble  Corson  recalls:  "Every- 
one was  falling  by  the  wayside  and  we 
said,  'This  is  the  time  to  grab  a  bigger 
share  of  the  market.  We  felt  there  was 
no  way  this  country  could  go  without 
energy  for  a  long  period  of  time." 

Coachmen's  20  production  plants  in 
seven  states — situated  to  facilitate  na- 
tionwide distribution  and  market  pene- 


tration— are  a  far  cry  from  the  single 
concrete  building  in  Middlebury  that 
housed  the  little  family  company  when  it 
was  founded  in  1964.  Corson,  two  broth- 
ers and  a  sister,  all  from  sharply  different 
business  backgrounds,  combined  their 
talents  successfully.  By  the  time  it  went 
public  in  1969,  Coachmen  had  sales  of 
$15  million  and  a  decent  share  of  the 
then  fledgling  market. 

The  company's  continuing  success, 
however,  is  attributable  largely  to  Cor- 
son and  his  fast-moving  brother  Keith, 
42,  now  president,  and  to  their  aggres- 
sive acquisition  strategy.  Coachmen's  ex- 
penditures on  advertising  and  promotion 
(3%  of  sales)  and  research  and  develop- 
ment (2%)  are  among  the  highest  in  the 
industry.    All    management  personnel 


work  Saturdays.  And  productivity  is  en- 
hanced by  a  bonus  incentive  plan  avail- 
able to  all  production  and  management 
employees.  The  Corsons  recently  com- 
pleted a  reorganization  of  the  company 
into  27  autonomous  divisions  that  are 
also  profit  centers. 

Despite  the  company's  impressive 
track  record,  however,  uncertainty  over 
President  Carter's  energy  program  and 
its  potential  impact  on  the  cost  and  avail- 


ability of  gasoline  have  left  Wall  Street 
skeptical  about  the  future  of  both  Coach- 
men and  its  industry.  Coachmen  has  a 
clean  balance  sheet  with  practically  no 
long-term  debt,  but  its  stock  (25%  held 
by  the  Corson  family)  recent  sold  at  a 
price/earnings  ratio  of  only  3.2  figured 
on  last  year's  earnings — which  should  be 
bettered  this  year. 

Because  of  Detroit's  trend  toward 
smaller  cars  that  are  less  suitable  as  tow 
vehicles,  Tom  Corson  will  focus  on  ex- 
panding his  share  of  the  motor-home 
segment  of  the  market.  And  he  still  is  not 
afraid  of  a  fuel  pinch.  "Our  customers  are 
dedicated  to  their  way  of  life,"  he  says, 
"and  they  will  not  allow  themselves  to  be 
deterred."  Maybe  he  understands  some- 
thing Wall  Street  doesn't.  ■ 


Arab  Beneficiaries?  The  1 973  oil  embargo  gave  Coachmen  Industries'  Chairman  Tom 
Corson  {right)  and  his  brother  Keith  a  chance  to  improve  Coachmen's  market  share. 
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After  a  nonstop  da$ 


Most  business  trips  are  so  jam-packed 
with  running  from  one  meeting  to  another, 
you  hardly  have  a  chance  to  catch  your 
breath.  So  at  the  end  of  the  day,  all  you  want 
to  do  is  sit  back  and  be  taken  care  of.  It's 
then  that  you  really  appreciate  everything 


Hilton  has  to  offer  the  business  traveler. 

Our  service  is  warm,  gracious  and  hassl 
free.  Our  food  is  world  famous,  prepared  \ 
Hilton's  award-winning  chefs  and  served  i 
restaurants  that  have  earned  the  reputatic 
of  being  among  the  finest  anywhere. 


here's  no  place  like  Hilton. 

And  our  locations  are  prime.  So  whether  how  to  put  the  brakes  on  a  nonstop  day. 
)ur  business  is  downtown,  in  the  suburbs         For  information  and  reservations,  call 

i!  out  by  the  airport,  chances  are  there's  your  local  Hilton  Reservation  Service  or 

Hilton  there  to  serve  you.  your  travel  agent. 

So  next  time  you're  going  on  a  business  To  request  a  Hilton  Credit  Card,  call 

ip,  remember  Hilton.  We  really  know  toll-free  800-528-6050  Ext.  393. 


The  same  InCorp  Banker 
can  lease  you  equipment  to  dis 
and  lend  you  money  to  buil ' 


.  One  InCorp  Banker  can  deliver  on  all  your  com- 
pany's financial  needs.  He  is  skilled  in  the 
application  of  leasing,  construction  financing, 
appraisals,  international  banking,  factoring  and 
more.  All  in  addition  to  traditional  lending. 

As  a  result,  you  receive  coordinated,  efficient 
solutions  to  your  company's  financial  needs 
through  a  single  InCorp  Banker,  representing 
a  $2  billion  multinational  financial  services  cor- 

One  InCorp  Banker  can  deliver  on  all 


poration.  And  because  the  same  InCorp  Banker  can  han 
your  total  relationship,  you'll  save  time  and  money. 

Whether  you're  about  to  break  ground  or  appraise  yo 
plant  and  equipment,  call  George        41 1 a 
P.  Clayson  III,  Senior  Vice  Presi- 
dent,  at  (401)  278-5840  or  write  <jp 
InCorp  at  55  Kennedy  Plaza,  INCORP 
Providence,  Rl  02903  for  an  «wsti^  nation*,  co* 

annual  report.  A 

your  firm's  financial  needs. 

A  financial  services  compai 


CDRP 

INOUS  TRIAL  NATIONAL  COB" 


Industrial  National  Bank,  Prov.,  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N.Y.  •  Mortgage  Assoc.,  Inc.,  Mil.,  Wis.  •  Kensington 
Mortgage  ana  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster  Properties,  Inc.,  Prov.,  R.I. 
•  International  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp.,  Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co., 
Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 


Faces  Behind  The  Figures 


Small  Is  Beautiful 

There  was  a  potential  $1.3-billion 
worth  of  business  at  stake  when  the  Pen- 
tagon took  bids  for  design  of  eavesdrop- 
proof,  battery-powered  radios  to  mount 
on  soldiers'  backs.  Losing  contenders  for 
the  $6-million  prototype  contracts  were 
General  Telephone  &  Electronics  Corp. 
and  RCA  Corp.  The  winners:  Interna- 
tional Telephone  &  Telegraph  Corp.  and 
Cincinnati  Electronics. 

Cincinnati  Electronics?  "Well,  we 
aren't  a  household  word  like  some  com- 
petitors,'' says  the  Ohio-based  firm  s 
president,  George  J.  Mealey,  "but  our 
customers  certainly  know  us." 

Indeed  they  do.  Last  year,  Mealey's 
privately  owned  company  had  sales  of 
$33  million,  nearly  all  to  the  U.S.  gov- 
ernment, and  it  enjoys  a  top  reputation 
is  a  designer  of  radio  and  infrared  tech- 
nology. Only  five  years  ago,  52-year-old 
MIT-trained  engineer  Mealey  was  a  divi- 
sion head  running  Avco  Corp.'s  electron- 
ics unit.  After  he  and  fellow  executives 
concluded  that,  frankly,  they  could  do 
better  on  their  own,  they  bought  the 
division  from  cash-hungry  Avco  for  book 
value — about  $10  million.  Boosted  by  an 
Mr  Force  contract  to  update  tube-type 
^un  control  systems  on  350  aging  B-52 
bombers,  CE's  sales  have  doubled  since 
then;  its  labor  force  has  grown  by  50%  to 
1,700  and  its  backlog,  now  $100  million, 


has  increased  even  faster. 

But  can  such  a  small  company  handle  a 
billion-dollar-plus  deal?  No  problem, 
says  Mealey:  "When  full  production  is 
awarded,  it  will  spread  over  many  years 
and  the  chunks  would  be  small  enough 
for  us  to  digest.  We  don't  have  any  in- 
ventory or  marketing  costs,  and  we  get 
regular  progress  payments."  No  com- 
plaints here  about  the  government  as  a 
customer.  ■ 


Too  Little,  Too  Late 

Colonel  Henry  Crown,  81,  is  steam- 
ing. Last  month  the  Southern  Pacific  and 
the  Chicago,  Rock  Island  &  Pacific  rail- 
roads agreed  in  principle  that  the  SP 
would  purchase  the  Rock  Island's  south- 
western route  for  $57  million.  "Under 
the  terms  of  the  merger  I  negotiated 
with  the  Union  Pacific  12  years  ago," 
Crown  says,  "the  SP  would  have  paid 
$120  million  for  the  same  property.  Not 
that  the  SP  is  getting  away  with  any- 
thing. The  road  has  deteriorated  so 
much  that  it's  not  worth  as  much  now.  " 

Crown,  the  Chicago  industrialist  who 
is  a  large  ($45  million,  face  value)  credi- 
tor of  the  Rock  Island,  approves  of  the 
sale  but  believes  the  railroad  should 
have  been  broken  up  and  sold  or  aban- 
doned, instead  of  being  put  into  receiv- 
ership three  years  ago.  "Every  day  that 


Fire  In  The  Furnace:  Henry  Crown,  81, 
just  can't  stand  the  Rock  Island  situation 
another  minute,  and  he's  blowing  up. 


current  management  [President  John  In- 
gram] remains  in  power,"  he  complains, 
"the  railroad  will  lose  money." 

Told  about  Colonel  Crown's  com- 
plaints, a  Rock  Island  spokesman  replies: 

"The  Rock  Island  is  in  much  better 
shape  than  Crown  claims,  and  the  com- 
pany's president  is  a  railroad  officer  with 
a  national  reputation." 

But  Colonel  Crown  is  worried  about 
money,  not  words.  Asked  if  he  ll  get  his 
investment  back,  he  says,  "No!  In  addi- 
tion to  holding  the  bonds,  we're  stock- 
holders, and  stockholders  will  be  lucky 
to  get  back  10  cents  on  the  dollar. "  ■ 


Like  Father, 
Like... 

Christina  Onassis  she's  not — not  as 
social,  not  as  famous.  But  as  did  the 
Greek  shipping  heiress,  Australian 
Georgina  Hancock  Hayward  will  one  day 
take  command  of  an  international  busi- 
ness empire. 

Her  father,  Australian  mining  mag- 
nate Langley  George  Hancock  (Forbes, 
Dec.  15,  1966),  is  hale  and  hearty  at  69, 
but  no  one  is  immortal.  His  designated 


Teacher's  Pet:  George  Mealey  has  only  one  big  customer — the  U.S.  government — 
but  it  enables  him  to  compete  against  the  likes  of  RCA  and  GT&E. 
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Faces  Behind  The  Figures 


Heiress:  At  24,  Georgina  Hayward  is 
being  coached  to  be  the  richest  and  most 
powerful  woman  in  Australia. 


heiress  and  only  child,  Gina  Hayward, 
will  take  over  family  holdings  in  iron  ore 
and  other  minerals,  real  estate,  a  news- 
paper and  sheep  and  cattle  ranches.  A 
soft-voiced  but  spirited  24-year-old, 
Hayward  is  three  years  into  an  appren- 
ticeship with  her  father  that  encom- 
passes every  aspect  of  his  vast  and  com- 
plicated business. 

Says  Hayward:  "You've  got  a  lot  to  live 
up  to  when  you're  my  father's  daughter. " 

Like  the  rumors  that  the  family  for- 
tune is  $300  million?  Hayward  laughs — 
but  not  convincingly.  Hancock  and  his 
partner,  Peter  Wright,  receive  royalties 
from  the  vast  Hamersley  iron  ore  project 
in  northwestern  Australia,  which  they 
discovered  and  developed  against  tre- 
mendous opposition  from  their  country's 
business  and  political  establishment. 
Whatever  the  paper  value  of  this  em- 
pire, its  royalty  income  makes  its  owners 
among  the  richest  people  in  the  world  on 
a  cash-flow  basis. 

With  her  pilot-photographer  husband, 
Greg,  27,  Hayward  regularly  accompa- 
nies her  father  on  business  trips  to  Eu- 


rope and  Asia.  Although  the  mother  of 
two  children,  she  puts  in  heavy  overtime 
in  her  office  down  the  hall  from  his  in 
Perth,  and  she  is  as  familiar  a  figure  as  he 
on  the  scene  of  their  companies'  oper- 
ations. She  has  no  formal  title,  though 
she  is  a  director,  but  she's  already  on  the 
books  as  part  owner. 

In  a  country  with  no  women  in  posi- 
tions of  leadership,  Hayward  will  be- 
come Australia's  most  powerful  woman 
when  she  steps  into  her  father's  job.  She 
is  not  even  slightly  intimidated  at  the 
prospect.  "Dad's  never  shoved  me  in," 
she  says.  "It's  been  my  choice." 

Like   her   father   and   his  partner, 


The  Washington 
Jet  Exchange 

It's  NOT  exactly  the  New  York  Stock 
Exchange,  but  on  Washington,  D.C.'s 
OMNI  International  Jet  Trading  Floor 
you  can  buy,  sell  or  trade  any  model, 
make  or  size  of  jet  aircraft.  Wayne  J. 
Hilmer,  36,  the  owner  of  OMNI  (it's  not 
really  a  floor,  but  an  office  full  of  phones 
and  telex  machines),  has  recently  dis- 
posed of  the  late  Elvis  Presley's  two  jets, 
sold  Saudi  Arabia's  Prince  Fahd  a 
BAC111  and  taken  Frank  Sinatra's  pri- 
vate plane  in  trade. 

But  Hilmer  does  most  of  his  business 
in  the  $1 -billion  executive  jet  market, 
which  is  growing  at  20%  a  year.  By  trad- 
ing in  rather  than  selling  a  plane,  a  com- 
pany can  reduce  its  taxes  on  the  "recap- 


Hayward  is  a  political  conservative  and  a 
strong  believer  in  free  enterprise  and 
individual  initiative.  This  in  a  country 
where  the  trade  unions  are  all  powerful 
and  getting  ahead  is  often  regarded  as 
almost  subversive. 

Hayward  recently  spent  a  week  at 
Stanford's  Hoover  Institution,  talking 
with  economist  Milton  Friedman  and] 
nuclear  physicist  Edward  Teller  about 
possible  solutions  for  Australia's  $2-bil- 
lion  annual  balance-of-payments  deficit, 
double-digit  inflation  and  inefficient  do- 
mestic manufacturing  industry.  Do 
Hayward's  ambitions,  then,  include  poli- 
tics? She  doesn't  rule  it  out.  ■ 


ture,"  or  differential  between  the 
depreciated  value  of  an  old  plane  and  its 
actual  sale  price.  OMNI  itself  will  fi- 
nance a  trade-in,  then  sell  the  planes — 
about  half  of  them  in  the  Middle  East, 
Africa,  Europe  and  South  America. 

Locating  potential  buyers  is  no  prob- 
lem. Every  country  keeps  comprehen- 
sive lists  of  all  registered  aircraft,  and 
Hilmer  contacts  these  potentially  inter- 
ested parties  once  a  week  by  mail  and 
telex  with  lists  of  available  aircraft. 
"What  we  do  is  market  an  airplane  on  a 
worldwide  basis,  representing  a  seller  to 
as  many  buyers  as  possible,"  Hilmer 
says.  This  year  he  expects  to  sell  over 
100  planes  for  a  total  of  over  $100  mil- 
lion, charging  the  seller  a  6%  commis- 
sion on  smaller  orders,  3%  to  6%  on 
bigger  ones.  ■ 


World  Trader:  If  you  want  to  sell  a  jet  aircraft,  the  yellow  pages  or  a  classified 
ad  probably  won't  do  you  much  good.  That's  where  Wayne  Hilmer  comes  in. 
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A  Company  That 
Can  Say  Mo 

Having  picked  over  the  Southeast  and 
acquired  36  communications  proper- 
ties— newspapers,  radio  and  TV  sta- 
tions— during  the  past  ten  years,  J.  Kelly 
Sisk's  Multimedia,  Inc.  of  Greenville, 
S.C.  has  become  attractive  pickings  it- 
self. Sisk  has  already  received  acquisi- 
tion offers  from  such  communications  gi- 
ants as  Gannett  Co.,  Knight-Ridder 
Newspapers,  Inc.,  The  Times  Mirror 
Co.  and  Dow  Jones  &  Co.  But  so  far  Sisk 
has  spurned  them  all. 

"Like  a  pretty  girl,"  he  says,  "we  enjoy 
being  courted,  but  so  far  we  haven't 
heard  a  proposition  that  interests  us." 

Sisk  plans  to  continue  the  strategy  of 
aggressive  acquiring  that  has  raised  his 
sales  from  $21  million  to  $92  million 
since  1968,  and  his  net  income  from  $3 
million  to  $12  million.  He  lusts  particu- 
larly after  small-town  newspapers,  and 


Just  Like  A  Melody:  "Like  a  pretty  girl, 
we  enjoy  being  courted,"  says 
Multimedia's  Sisk,  but .... 


says  he  will  pay  up  to  30  times  earnings 
for  one  that  meets  his  criteria:  It  must  be 
a  monopoly  located  in  a  fast-growing 
market,  comprising  new  assets.  Among 
his  acquisitions  are  the  Clarksville, 
Tenn.  Leaf-Chronicle  and  the  Montgom- 
ery, Ala.  Advertiser-Journal. 

The  trouble  is,  Multimedia  suitors 
would  pay  up  to  50  times  earnings  for 
those  same  properties,  and  Sisk  is  find- 
ing it  increasingly  difficult  to  compete, 


even  with  his  knowledge  of  the  lay  of  the 
Southeast.  "The  market  is  so  tight,"  he 
says,  "that  we  are  looking  for  newspapers 
everywhere." 

Is  Sisk  determined  not  to  sell  out? 
"Well,  we  would  have  to  be  offered  50 
times  earnings,"  he  says.  Which,  of 
course,  is  another  way  of  saying,  we're 
not  for  sale.  ■ 


Up  The  Tubes 

H.L.  Mencken  used  to  say  that  the 
surest  way  to  get  rich  quick  in  America 
was  to  start  a  new  religion.  But  these 
days,  an  even  surer  way  may  be  to  start  a 
new  hobby.  Take  Saul  Skoler  and  the 
dawn  of  liquid  embroidery.  That's  just  a 
fancy  name  for  about  100  colored  paints 
in  special  tubelike  applicators  that  can  be 
used  to  decorate  everything  from  fabric 
to  glass.  For  Skoler,  the  47-year-old 
president  of  New  Jersey-based  Tri- 
Chem,  Inc.,  it  is  the  key  to  a  $36-mil- 
lion-sales  company. 

When  Skoler,  a  former  plastics  execu- 
tive, came  to  Tri-Chem  in  1963  as  sales 
manager,  it  was  a  $l-million  manufactur- 
ing and  wholesale  operation  with  no  real 
retail  strategy.  The  Skoler  solution: 
Move  the  product  line  completely  out  of 
stores  and  into  the  home.  Starting  with 
just  1,500  dealer/instructors,  he  has  built 
a  network  of  over  34,000  who  sell  Tri- 
Chem  at  Tupperware-like  parties.  This 
organization  stretches  across  the  U.S. 
and  Canada,  and  recently  reached  as  far 
as  the  U.K.  The  sellers,  like  their  cus- 
tomers, are  women  who  mostly  live  in 
small  towns  and  middle-class  suburbs. 
They  buy  supplies  directly  from  the 
company  and  can  earn,  through  dis- 
counts, as  much  as  44%  of  Tri-Chem's 
suggested  retail  prices.  The  basic  tube  of 
paint,  for  example,  costs  $1.45;  complete 
kits,  up  to  $80. 

"There's  nothing  magical  about  this 
business,"  admits  Skoler.  "We  just 
tapped  the  vein  of  housewives  who  want 
to  work  part  time  on  their  own."  Some 
vein.  Top  dealers  can  make  up  to 
$35,000  annually.  For  Tri-Chem,  it  has 
meant  an  average  27%  growth  in  volume 
since  1967.  During  the  same  period,  net 
profit  ($2.9  million  in  1977)  increased  at 
a  compound  rate  over  28%.  Skoler,  who 
owns  10%  of  the  stock  (1.5  million  com- 
mon shares  outstanding),  gets  a  yearly 
compensation  totaling  $473,000. 

In  a  business  like  this,  however,  it 
may  be  better  to  take  the  trend — and  the 
money — and  run.  In  the  fourth  quarter, 
Tri-Chem  ran  into  a  snag.  Year-end  in- 
ventory writedowns  and  increased  sales 
promotion  contributed  to  an  18%  drop  in 


Many  Splendored  Thing:  Liquid  embroi- 
dery has  made  a  fortune  for  Tri-Chem's 
Saul  Skoler — in  100  different  colors. 


income  from  1976.  But  Skoler's  not  com- 
plaining. Annual  earnings  still  rose  12%, 
and  where  there's  an  empty  hour  there's 
a  way.  ■ 


Knack  For  A  Niche 

"Everyone  says  you  need  millions;  you 
don't.  You  can  still  start  a  magazine  in 
this  country  for  relatively  small  amounts 
of  money,"  says  Robert  Campbell  Rowe, 
who  at  37  has  found  a  special  place  in 
publishing.  To  start  his  first  magazine, 
Acquire,  he  needed  only  $10,000 — plus 
the  gall  to  convince  a  printer  to  print  it, 
mostly  on  credit,  and  a  distributor  to 
distribute  it.  With  its  name  later 
changed  to  Collector  Editions,  the  quar- 
terly magazine  has  achieved  a  circulation 
of  close  to  90,000  in  only  five  years. 
Along  with  Campbell's  second  magazine, 
Miniature  Collector  (circulation  over 
55,000),  it  will  produce  revenues  of  near- 
ly $2  million  this  year  for  his  Acquire 
Publishing  Co. ,  Inc. 
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Faces  Behind  The  Figures 


Specialist:  He  may  never  own  a  People 
or  a  Penthouse,  but  Robert  Rowe  is  do- 
ing just  fine  with  his  little  magazines. 


Rowe  has  also  made  a  tidy  killing  in 
book  publishing.  A  second  company, 
Portfolio  Press,  has  produced  only  one 
book,  Hummel,  a  hardcover  book  dealing 
with  the  Hummel  style  of  ceramics.  But 
by  offering  it  only  in  shops  where  Hum- 
mel is  carried,  Rowe  has  sold  over 
210,000  copies  at  $27.50  a  copy.  Now  he 
plans  a  book  on  Belleek  glassware  to  be 
marketed  in  the  same  way. 

Rowe's  philosophy  is  that  if  a  magazine 
is  specialized  enough,  it  usually  can  be 
profitably  launched,  because  you  can  tar- 
get it  to  a  definite  and,  most  important, 
avid  audience.  His  newest  entry  is  Soc- 
cer Express  magazine,  which  he  says  he 
started  with  $75,000  in  response  to  the 
growth  of  soccer  as  an  American  sport. 
"When  I  saw  kids  in  my  area  playing 
soccer  while  waiting  for  the  school  bus 
instead  of  tossing  around  a  football  or 
baseball,  I  felt  the  time  was  right." 
Rowe's  near-future  specialty  magazine: 
Classic  Decorating  and  Home  Crafts. 
But  Rowe  reminds  would-be  investors 
that  while  the  starting  stake  can  be  low, 
the  risk  of  failure  is  high.  "This  is  defi- 
nitely a  crap  shoot,"  he  says.  ■ 

Giving  Folks  What 
They  Want 

Alex  G,  Spanos  made  his  first  fortune 
in  the  1950s  procuring  Mexican  laborers 
for  the  ranches  and  canneries  in  his  na- 
tive northern  California:  moving,  feed- 
ing and  bedding  up  to  6,000  men  a  day 
under  the  Bracero  Program.  He  found  it 
so  profitable  that  he  was  soon  investing 
millions  in  real  estate  tax  shelters — a 
move  which  led  him  to  his  ultimate  suc- 
cess. He  is  now  the  largest  builder  of 


80 


apartments  in  America,  with  some  $90- 
million  worth  of  construction  slated  for 
this  year. 

His  formula  is  that  of  any  good  market- 
ing man:  Offer  people  what  they  want, 
not  what  you  want  to  sell  them.  First  of 
all,  sun.  "You  don't  find  me  in  cold  cli- 
mates," Spanos  says.  "Atlanta  and  Reno 
are  the  two  coldest  places  I  am  in."  Next: 
"We  don't  build  high  rises — anywhere. 
Instead,  he  builds  one-  and  two-story 
apartment  complexes  with  swimming 
pools,  tennis  courts,  libraries,  fireplaces 
and  catering  kitchens.  Symbols  of  syba- 
ritic living  available  to  ordinary  people. 

"We  never  had  a  goal  of  being  number 
one,"  says  Spanos,  54,  who  operates 
from  Stockton,  Calif.  "I  became  number 
one  only  because  the  others  had  such 
awful  financing  problems."  Spanos 
claims  he  has  the  best  credit  in  the  in- 
dustry, largely  because  he  continues  to 
own  about  .50%  of  the  apartments  he 
builds  until  he  finds  a  buyer  at  the  right 
price.  As  rents  rise  in  the  Sunbelt,  so 
does  his  borrowing  power,  backed  by 
ownership  of  over  4,000  units.  ■ 


Vatican-Gate? 

The  Vatican  has  been  shifting  its  "dou- 
ble-digit billions"  from  Europe  into  U.S. 
investments,  including  the  Watergate 
complex,  the  Montreal  Stock  Exchange 
(it  was  part  of  a  syndicate  that  built  the 
Stock  Exchange  Tower),  a  nursing  home 
and  many  other  investments. 

Who  says  so?  Former  Jesuit  Dr. 
Malachi  Martin,  once  a  professor  at  the 
Pontifical  Biblical  Institute  in  Rome,  and  a 
buddy  of  pundit  William  Buckley  and  the 
late  Pope  John  XXIII.  He's  promoting  his 
book,  The  Final  Conclave,  a  nonfiction 


In  Good  Stead:  Before  he  began  telling 
Vatican  "secrets,"  Martin  was  given  an 
honorable  discharge  from  the  Jesuits. 


effort  bordering  on  fiction,  in  which  he 
claims  the  Vatican  is  preparing  to  make  its 
peace  with  international  socialism.  "The 
Vatican,"  Martin,  56,  told  Forbes, 
"wants  to  accommodate  the  Russians  and 
communism.  It  really  never  backed  de- 
mocracy, except  in  the  sense  that  it  backed 
empire,  or  republic.  Its  strategy  has  been 
to  ride  the  back  of  the  powers  that  be.  It 
felt  the  advent  of  left-wing  regimes  could 
not  be  avoided  by  the  1980s." 

Although  he's  done  a  lot  of  research, 
Martin  says  he  can't  prove  all  of  what  he 
claims,  unless  a  "Vatican-gate  opens  the 
whole  thing  up."  But,  like  Paul  Erd- 
man's  Crash  of  '79,  it's  a  book  that  goes 
bevond  entertainment  value.  ■ 


Opportunist:  When  the  market  called  for  Mexican  labor,  Spanos  obliged.  Now 
that  it  demands  apartments,  he's  obliging  again. 


■ 

A  program  of  persistent  upgrading  produces  a  better  John 
Deere  earthmover  for  roadbuilders  and  site  development  contractors. 
Introduced  in  February,  the  JD860-B  is  a  1 5-cubic-yard  machine  with 
greater  loading  capacity  and  a  new  John  Deere  engine  of  increased 
horsepower.  As  in  many  established  industries,  research  and  devel- 
opment in  construction  equipment  does  have  its  moments  of  break- 
through, but  always  against  a  continuing  background  of  product  per- 
formance analysis  and  sensitivity  to  changing  market  requirements. 
Your  inquiries  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move 
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AMP  Incorporated 

15%  annual  growth  rate  in  sales,  earnings, 
and  dividends  for  over  20  years.  1st  Quarter 
1978  shows  strong  gains. 


Sales  (Mil.) 

E.P.S. 

Div.* 

1977 

$633.0 

$2.06 

480 

1976 

522.0 

1.40 

410 

1975 

409.6 

.73 

370 

1970 

225.8 

.67 

190 

1965 

110.9 

.34 
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♦Increased  25%  to  600/share  Jan.  1978 

Broad  Diversification — World's  leading 
ucer  of  electrical/electronic  connection,  switching  and  program- 
;  devices — 55,000  types  and  sizes.  60,000  customers  (manufactur- 
iistributors,  retailers,  utilities,  transportation  field,  etc.).  Subsidiar- 
i  15  countries  (NYSE-AMP).  1 


f 

Alcan 

With  revenues  of  $3,058  billion  and  net 
income  of  $201.5  million,  the  Alcan  Alu- 
minium Limited  companies  set  new  rec- 
ords. Profits  benefitted  from  strengthen- 
ing world  aluminum  prices  and  from  the 
high  level  of  operations  in  Canadian  smelt- 
ers. Earnings  were  strong  in  most  other 
areas,  particularly  the  United  Kingdom, 
Australia,  the  Far  East,  Continental  Eu- 
rope and  Latin  America.  Results  represent 
a  14.9  percent  return  on  average  equity, 
based  on  historical  asset  values  and  costs. 


Aetna  Life  & 
Casualty 


ALLEGHENY  AIRLINES,  INC. 
ANNUAL  REPORT 
1977 


Aetna  Life  &  Casualty — largest  investor- 
owned  insurance  organization  in  U.S., 
with  interests  also  in  business  financing, 
real  estate  development  and  investment 
management.  1977  earnings  reached  new 
high  of  $418  million  or  $7.76  per  share  on 
revenues  of  $8. 1  billion.  Assets  and  share- 
holders' equity  grew  to  $20.8  billion  and 
$38.00  per  common  share,  respectively. 
Annual  dividend  per  common  share  in- 
creased to  $2  20  with  May  15,  1978  pay- 
ment; fourth  increase  in  last  five  years. 


Allegheny  Airlines,  Inc. 

The  year  1977  was  Allegheny's  most  prof- 
itable. Net  earnings,  the  highest  in  the 
company  s  history,  were  $16,400,000  in- 
cluding $7,037,000,  after  taxes,  of  retroac- 
tive mail  pay  for  1973  through  1976.  Total 
operating  revenues  increased  12%  to 
$492,730,000.  Allegheny  is  the  nation's 
sixth  largest  airline  in  terms  of  passengers 
carried,  and  serves  80  cities  in  19  states, 
the  District  of  Columbia  and  Canada.  To- 
tal revenues  are  expected  to  exceed  the 
half  billion  dollar  mark  in  1978. 


3ES,  MAY  1,  1978 


83 


Allis-Chalmers 
Corporation 

A  special  machinery  company  serving  di- 
versified equipment  needs  worldwide  for 
processing  of  solids,  liquids  and  gases;  ag- 
ricultural production;  and  material  han- 
dling and  lawn  and  garden  applications. 
Jointly-owned  affiliates  provide  electrical 
equipment  and  construction  machinery. 
Per  share  1977  earnings  were  a  record 
$5.52,  up  22%  from  1976.  Sales  in  1977 
were  $1,538  billion.  Current  annual  divi- 
dend rate:  $1.30.  Return  on  shareholders' 
equity:  12.9%. 


American  Filtrona 
Corporation 

AFIL,  a  developer  and  manufacturer 
fiber  products,  makes  filters  for  cigarett< 
and  cigars,  ink  reservoirs  and  tips  for  wri 
ing  instruments,  and  components  for  aut 
motive  oil  filters.  Subsidiaries  produc 
plastic  extrusions  and  flexible  packaging. 


Total  Revenues 
Net  Income 
Earnings  Per  Share 
Dividends  Paid 


RESULTS 

1977 
$47.9  million 
$  3.7  million 
$  1.61 
$  0.67 


Annual  Compound 
Growth  Rate,  1968  to  1977 
32% 
16% 
16% 
14% 


Amcord,  Inc. 


A  diversified  manufacturer  and  marketer 
of  cement,  coal,  pre-engineered  metal 
building  systems  and  leisure  products, 
Amcord  increased  its  dividend  by  100  per- 
cent during  1977  while  recording  a  27 
percent  increase  in  revenues  and  a  59 
percent  increase  in  net  income.  Amcord's 
common  stock  is  traded  on  the  New  York 
and  Pacific  Stock  Exchanges  under  the 
symbol  AAC. 


*  * 

*  * 

*  * 


*  * 

*  * 

*  * 


American  General 
Insurance  Company 


end  of  1977,  1 
$5. 190  billion 


American  General,  the  nation's  12th  lar 
est  diversified  financial  services  group, 
ported  1977  as  the  best  year  in  the  cor 
pany's  history.  Total  revenues  of  $1.5" 
billion   and   net  operating  earnings 
$124.5  million  or  $4.14  per  fully  diluti 
share  were  record  highs.  Operating 
tionwide  and  in  several  foreign  countric 
American  General  has  paid  uninterruptc 
quarterly  dividends  for  49  years.  At  tl 
fe  insurance  in  force  was  over  $28  billion,  total  assets  we 
,  and  stockholders'  equity  was  $854  million. 


1 


★ 


ANNUAL  REPORT 
IAHRESBERICHT 
RAPPORT  ANNUEL 
RELA2IONE  E  BILANCIO 
ARSRAPPORT 


9 


Amdahl  Corporation 

1977  was  an  excellent  year  for  Amdahl  and 
an  important  one  for  the  company's  fu- 
ture. Amdahl's  presence  in  major  indus- 
try-user segments  became  significantly 
more  apparent.  The  new  470V/5  and 
470V/6-II  were  announced  and  shipments 
commenced.  The  470V/7  was  introduced 
for  initial  deliveries  in  the  summer  of 
1978.  Manufacturing  capacity  was 
increased. 


Applied  Digital 
Data  Systems  Inc. 


Revenues  (000) 
Net  Income*  (000) 
Earnings  Per  Share 
Cash  Dividends  Per  Share 


1977 

$188,808 
$  26,665 
$  3.26 
$  0.15 


1976       %  Change 


$92,820 
$11,683 
$  1.70 
$  -0- 


+  103 
+  128 
+  92 


*Before  extraordinary  credit. 


Applied  Digital  Data  Systems  Inc.  (ADC 
is  a  leading  independent  supplier  of  vid 
computer  terminals.  ADDS  has  had  a  co 
pounded  annual  growth  rate  of  40%  sir 
its  beginning  in  1969.  Revenues  in  19 
increased  a  record  41%  to  $33, 150,000  a 
net  income  reached  $5,255,000,  up  1 
from  fiscal  1976.  Net  income  per  share  was  at  $1.01  on  5,217,672  avera 
shares  outstanding  as  compared  with  $1.21  in  the  1976  period 
3,812, 104  average  shares  outstanding.  Net  working  capital  ended  1977 
$31,893,000,  compared  with  $9,674,000  the  previous  year.  ADl 
shipped  over  24,000  terminals  in  1977.  ADDS'  continuing  growth  rela 
to  its  highly  competitive  new  product  lines  and  to  the  rapidly- 
expanding  computer  terminal  marketplace,  which  is  projected 
by  independent  sources  at  25%  annually. 
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Amedco  Inc. 


Sales 

Earnings 

EPS 

(In  Thousands) 

1977  ' 

$32,016 

$1,062 

$.65 

1976 

28,098 

595 

.34 

1975 

26,150 

570 

.32 

1974 

26,230 

506 

.25 

1973 

28,313 

279 

.14 

Argonaut  Energy 
Corporation 


Amedco  provides  products  and  services  to 
the  health  care  and  funeral  service  indus- 
tries and  is  also  engaged  in  steel  process- 
ing and  supply.  In  1977  the  Company  completed  its  first  five  years  as  a 
publicly-owned  company.  Since  1973,  Amedco' s  net  income  from  con- 
tinuing operations,  on  a  per  share  basis  and  in  terms  of  total  dollars,  has 
increased  at  an  average  annual  compounded  rate  of  34%  and  27%, 
respectively.  g 


The  fiscal  year  ended  March  31,  1978 
another  banner  year  for  Argonaut  Enei 
Corporation,  a  young  fast-growing  oil  a 
■  gas  production  company.  As  indicated 
Argonaut's  annual  report,  earnings  for  1 
year  approximately  doubled  and  the  va 
of  reserves  showed  a  significant  increai 
The  upcoming  year  also  promises  to 
exciting;  Argonaut  plans  an  expanded 
ploration  program  to  be  kicked  off  b; 
major  wildcat  well  which  is  currently  drilling  in  western  Utah. 


84 


FORBES,  MAY  1,  19l 


Arkansas  Best 
Corporation 


rating  Revenues 
Income 

Income  Per  Share 
1  Dividends  Per  Share 


Vigorous  expansion  in  motor  freight  oper- 
ations ...  an  enthusiastic  reception  for 
new     furniture     introductions  .  .  .  and 
growing  momentum  in  every  facet  of  Ar- 
kansas Best  Corporation  (NYSE)  generat- 
ed banner  revenues  of  $169.2  million  and 
record  earnings  of  $7.4  million  in  1977. 
Other  business  segments  include  truck 
tire  retreading  and  computer  services. 
1977  1976 
$169,200,000  $143,100,000 
7,400,000  6,500,000 
2.06  1.83 
.54  .46  ^ 


Beech  Aircraft 
Corporation 


Beech  anticipates  a  sixth  consecutive  record 
year  of  sales  and  earnings  in  1978.  Its 
turboprop  corporate  aircraft  outsell  all  oth- 
er turboprops  combined.  Beech  markets  a 
full  line  of  general  aviation  aircraft;  is  among 
the  100  largest  U.S.  defense  prime  contrac- 
tors, producing  aircraft  and  missile  targets; 
and  is  a  major  helicopter  airframe  and 
aircraft/aerospace  products  subcontractor. 
Fiscal  Years  Ended  September  30 
1977     1976     1975     1974  1973 


Net  Sales  ($  millions) 
Net  Income  ($  millions) 
Earnings  Per  Share  ($) 


417.4   346.9   267.1    241.6  204.7 
25.5     20.4     15.6     12.5  10.0 
3.51     2.84     2.21     1.75  1.38 
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Ashland  Oil,  Inc. 

Ashland  Oil,  Inc.  is  a  leading  independent 
refiner  and  marketer  of  petroleum  prod- 
ucts with  extensive  production  activities 
and  operations  in  chemicals,  road  con- 
struction and  coal.  Record  fiscal  1977  re- 
sults include:  revenues — $5.1  billion 
(  +  15%);  net  income  $164.3  million 
(  +  13.9%);  per  share  earnings  $5.60 
(+16%).  Dividends  have  been  paid  con- 
secutively since  1936,  rising  to  the  current 
annual  rate  of  $2.00. 
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Belco  Pollution 
Control  Corporation 

Belco  Pollution  Control  Corporation  is 
one  of  the  few  companies  that  furnishes 
both  air  pollution  control  equipment  and 
water  and  waste  treatment  equipment  on 
a  world-wide  basis.  For  the  year  1977, 
Belco  recorded  earned  billings  of  $20.6 
million  and  earnings  of  $731,462  or  $.87 
per  share.  New  orders  received  by  Belco 
in  1977  increased  its  backlog  to  $37  mil- 
lion— the  highest  in  its  history. 
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AVEMCO  Corporation 

A  holding  company  whose  major  subsid- 
iaries specialize  in  insuring  general  avi- 
ation aircraft  and  pilots,  aircraft  financing 
and  the  marketing  of  aviation-related 
products.  The  company  has  the  exclusive 
endorsement  of  the  208,000-member  Air- 
craft Owners  &  Pilots  Association  (AOPA), 
the  largest  association  of  pilots  and  aircraft 
owners  in  the  world.  Earnings  for  1977 
were  $2,571,000,  or  ninety-three  cents 
($.93)  per  share,  an  increase  of  26%  over 
1976. 
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Bucyrus-Erie  Company 

Bucyrus-Erie  Company,  one  of  the 
world's  leading  manufacturers  of  surface 
mining  and  construction  equipment,  re- 
ported record  net  shipments  for  the  fifth 
consecutive  year  and  record  net  earnings 
for  the  sixth  consecutive  year.  Net  ship- 
ments for  1977  were  $546.6  million,  up 
13%  over  the  1976  figure.  Net  earnings 
were  $52.4  million  for  1977,  up  27%  over 
1976  earnings. 
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Baktof  management 
invites  you  to  examine 
the  Company's 
past  performance 
and  plans  for 
growth  into  the  1980s, 
based  on  the 
single  objective  o) 
producing  and  marketing 
energy-saving, 
high-quality 
industrial  electric  motors 
at  competitive  pnces. 
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Baldor  Electric 
Company 

Baldor  Electric  Company — designer, 
manufacturer  and  marketer  of  energy-sav- 
ing, industrial  electric  motors — an- 
nounced a  record  year  for  1977.  Company 
earned  $5.7  million  or  $2.85  per  share  on 
sales  of  $94,277,283,  a  gain  of  33%  over 
1976  and  the  seventeenth  consecutive 
year  of  increased  sales.  Net  income  rose 
42%  to  $5.7  million — net  earnings  in- 
creased 38%  per  share— dividends  33%. 
AM  EX  symbol  "BEZ  ". 
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Carrier  Corporation 

Carrier  Corporation  in  1977  had  its  best 
year  in  history.  Sales  rose  18%  to  $1.3 
billion  and  earnings  were  up  65%.  The 
annual  dividend  rate  per  common  share 
was  raised  from  64  cents  to  80  cents.  Car- 
rier is  the  largest  maker  of  air  conditioning 
and  a  major  manufacturer  of  energy  pro- 
cess machinery.  Inmont  Corp.,  a  leading 
chemical  specialty  company,  was  acquired 
at  year  end. 
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Carson  Pirie  Scott  &  Co. 


-In  Millions- 


Sales 

Earnings 

EPS 

1977 

$388. 1 

$11.2 

$4.84 

1976 

360.7 

9.7 

4.25 

1975 

342.0 

8.3 

3.42 

1974 

332.0 

6.9. 

2.75 

1973 

314.0 

6.5 

2.62 

Carsons  is  one  of  the  nation's  oldest  retail- 
ers in  one  of  the  world's  busiest  retail 
markets.  Over  the  past  four  years,  we've 
increased  net  earnings  by  72%  and  earn- 
ings per  share  by  85%.  We've  had  six 
consecutive  record  years.  And  we're  still 
growing. 
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Chieftain 
Development  Co.  Ltd. 

A  Canadian  independent,  Chieftain 
engaged  in  exploration  for  and  devel 
ment  of  natural  gas  and  oil  in  Alberta  . 
the  United  States.  In  1977,  a  record 
wells  resulted  in  48  gas  wells  and 
oil  well.  Proven  natural  gas  resei 
increased  by  80%  to  216  billion  ct 
feet.  Record  revenues  ($32,935,01 
cash  flow  ($10,692,000),  and  net  incc 
($4,076,000)  were  reported  for  1977.  L 
ed:  ASE,  TSE,  MSE. 


Castle  &  Cooke,  Inc. 

Leader  in  producing  and  marketing  fa- 
mous name,  quality  foods.  Dole  pineap- 
ple, bananas,  mushrooms,  Bumble  Bee 
seafoods.  Bud  (Antle)  lettuce  and  celery. 
Also  real  estate  and  manufacturing.  Rev- 
enues topped  $1  billion.  Net  income, 
1972-77,  increased  20%  compounded  an- 
nually. Cash  dividends  paid  consistently 
since  1896.  Also  six  stock  dividends  paid 
since  1973. 
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Clark  Oil  & 
Refining  Corp. 

Clark  is  an  independent  refiner/markt 
operating  in  13  Midwestern  states. 
1977,  sales  reached  $887  million.  ' 
company  operates  1,832  service  static 
owns  two  refineries  and  has  interest! 
several  common  carrier  pipelines.  C 
also  manufactures  and  sells  petroche 
cals  and  produces  some  crude  oil  and 
ural  gas. 


Chesebrough-Pond's 
Inc. 

•  96  years  of  uninterrupted  dividends 

•  dividend  increases  in  the  last  19  years 

•  22  consecutive  years  of  record  sales  and 
earnings 

ADOLPH's  Food  Specialties 

AZIZ  A  Eve  Makeup 

CUTEX  Nail  Care  Products 

HEALTH-TEX  Children's  Apparel 

POND's  Beauty  Products 

PRINCE  MATCHABELLI  Fragrances 

Q-TIPS  Cotton  Swabs 

RAGl/  Spaghetti  sauces 

VASELINE  INTENSIVE  CARE  Lotions 

VASELINE  Petroleum  Jelly 
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Causing 
Corporation 
1977 
Annual  Report 


Clausing  Corporation 

With  an  objective  of  long-term  grov 
Clausing  has  embarked  on  new  progra 
A  direct  response  program  for  marke 
products  to  the  home  workshop  ma 
and  the  entrance  into  the  plastics  proc 
ing  markets  seek  to  enhance  this  gro\ 
Dividends  were  recently  boosted  tc 
annual  rate  of  $1.06  a  share. 


Sales 

Net  income 

Net  income  per  share 

Dividends  per  share 


6-30-77 
$26,999,000 
1,847,000 
2.00 
.82 


6-30-76 
$19,919,000 
1,342,000 
1.46 

.62 


Chicago 

Bridge 

Alron 

Company 

Annual 

Report 

1977 


Chicago  Bridge  & 
Iron  Company 

New  contracts  taken  by  CBI  in  1977  in- 
creased by  30%  to  $605,000,000.  Record 
net  earnings  per  share  of  $6.05  are  report- 
ed in  the  Company's  1977  Annual  Report 
which  salutes  "The  Performers" — employ- 
ees who  have  enabled  this  international 
metal-plate  construction  firm  to  maintain 
its  position  of  leadership  serving  energy- 
related  industries  throughout  the  world. 
NYSE  symbol  is  CBH. 


M 

I 
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Colt  Industries 

Colt  Industries  is  a  diversified  indus 
products  company,  providing  U.S.  in 
try  with  industrial  and  power  eq 
ment,  specialty  steels,  fluid  control 
terns,  industrial  seals  and  compone 
and  aircraft  landing  gear  and  other  si 
mitigation  systems.  Sales  in  1977  \ 
$1,525,484,000,  an  all-time  high, 
earnings  and  earnings  per  share  were 
ond  only  to  the  record  levels  of  1974. 
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development  program, 
mitted  over  the  last  five  years. 


The  Columbia  Gas 
System,  Inc. 

The  Columbia  Gas  System,  Inc.  reported 
record  operating  revenues  and  earnings 
on  common  stock  for  the  year  1977.  In 
January,  1978  Columbia's  common  stock 
dividend  was  increased  to  an  indicated 
annual  rate  of  $2.34  a  share,  the  sixteenth 
consecutive  year  in  which  the  dividend 
has  been  raised.  This  is  the  thirty-sixth 
successive  year  of  dividend  payments.  The 
report  details  Columbia's  diverse  gas  sup- 
to  which  more  than  $1  billion  has  been 
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Consolidated 
Freightways,  Inc. 

1977  was  another  record  year  for  CF,  Inc., 
with  revenues  up  27%  to  $1.1  billion  and 
earnings  up  37%  to  $52.5  million  or  $4.24 
per  share.  After  seven  increases  in  seven 
years,  our  dividend  is  now  $1.10  per  year, 
paid  quarterly.  Our  growth  results  from 
our  dual  leadership  position  in  America's 
dominant  mode  of  transportation — truck- 
ing. We  make  trucks — the  famous 
Freightliner  heavy-duty  line — and  we 
have  the  most  extensive  motor  freight  net- 
work in  North  America. 
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Commercial  Alliance 
Corporation 

A  leading  independent  financial  service 
company  specializing  in  financing  the  sale 
and  leasing  of  capital  equipment  on  a  full 
payout  basis  nationwide.  Operating  re- 
sults for  fiscal  1977  continued  an  unbroken 
record  of  increased  earnings  vyhich  have 
compounded  at  better  than  22%  per  year 
over  the  last  five  years.  ASE-CAC.  Divi- 
dends paid  since  1971. 


1975  1976 


1977 


6  Mos. 
1/31/78 


nings  (000)  Omitted 
nings  Per  Share 
urn  on  Avg.  Equity 


$3,721  $4,861 
$1.09  $1.47 
18.4%  20.9% 


$6,350 
$2.05 

22.3% 


$3,834 
$1.29 
22.8% 
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Consolidated 
Natural  Gas  Company 

Consolidated  is  an  integrated  natural  gas 
system  with  a  strong  gas  supply  position. 
One  of  the  largest  gas  distributors,  it  is  a 
leader  in  exploration,  production,  storage 
and  research.  1977  net  income  was  $114.1 
million,  or  $5.70  a  share,  vs.  $98.9  mil- 
lion, or  $4.94  a  share,  in  1976.  The  annual 
dividend  rate  was  raised  to  $2.76  a  share 
from  $2.50,  the  thirteenth  consecutive 
yearly  increase. 
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Community 
Psychiatric  Centers 

Community  Psychiatric  Centers  is  en- 
gaged in  two  lines  of  business:  the  owner- 
ship and  management  of  acute  psychiatric 
hospitals  and  the  development  and  oper- 
ation of  a  rapidly  expanding  chain  of  artifi- 
cial kidney  treatment  centers.  Amex  sym- 
bol: CMY 


Earnings  per  Share  from  Continuing  Operations 
1970    1971    1972    1973    1974    1975    1976  1977 
$.40    $.49    $  65    $.84    $1.01  $1.27  $1.50  $2.32 
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Consolidated  Papers, 
Inc. 

Record  sales  and  earnings  were  reached  in 
1977.  Sales  were  up  13%  to  $332,632,743 
and  earnings  rose  22%  to  $26,438,916. 
Consolidated  is  the  largest  producer  of 
enamel  papers  for  the  printed  communica- 
tions industry.  Other  products  are  coated 
specialty  papers,  DuraBeauty  decorative 
laminates,  paperboard  products,  corrugat- 
ed containers,  sulfite  pulp,  and  lumber. 
1978  should  be  a  good  year  for 
Consolidated. 
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Computer  Sciences 
Corporation 

Computer  Sciences  Corporation  is  a  lead- 
ing independent  services  company  in  the 
rapidly  growing  field  of  computer  and 
communications  technology.  Over  the  last 
10  years,  revenues  and  profits  increased  at 
a  compound  annual  growth  rate  of  18%. 
Computer  Sciences'  fiscal  year  ends 
March  31,  1978.  For  the  latest  four  quar- 
ters, ended  December  30,  1977,  revenues 
were  $262,615,000,  net  earnings  from  op- 
erations were  $13,149,000,  and  earnings 
per  share  were  940. 

32 


**£-^ 


fitfir-     T-^j.^i.  7j2^t^, 


««•.'■-»"  <L*-_ 


The  Continental 
Corporation 

The  Continental  Corporation  is  ranked  by 
Fortune  Magazine  as  the  tenth  largest  di- 
versified financial  company  in  the  U.S. 
Operating  worldwide,  its  subsidiaries  in- 
clude The  Continental  Insurance  Compa- 
nies and  Diners  Club.  In  1977,  assets 
exceeded  $6  billion,  revenues  and  operat- 
ing income  reached  $2.8  billion  and  $250 
million,  respectively.  Cash  dividends, 
paid  continuously  since  1853,  have  been 
increased  13  times  since  1960. 
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Cronus  Industries,  Inc. 

Cronus  Industries  (OTC-CRNS)  provides 
heat  transfer  equipment  for  the  electric 
power  industry  and  a  full  line  of  metal 
buildings  for  non-residential  construction. 
During  its  first  year,  Cronus  had  pro 
forma  sales  of  $85.7  million,  net  income  of 
$2.6  million  and  earnings  per  share  of 
$1.14.  With  emphasis  on  high  asset  re- 
turn, Cronus  plans  to  follow  its  goal  of 
further  diversification.  The  company  has 
some  7,000  shareholders. 
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Dun  &  Bradstreet 
Companies,  Inc. 

Record  1977  net  income  totaled  $55.6  nr 
lion,  or  $2.11  per  share,  on  revenue 
$636.9  million.  Earnings  per  share, 
17%,  were  in  line  with  company  goal 
doubling  each  five  to  seven  years.  Di 
dends  increased  each  year  since  193 
earnings  increased  each  year  since  196 
D&B  provides  over  200  products  and  s< 
vices  in  four  groups:  business  informatie) 
publishing,  marketing  services 
broadcasting. 
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Crum  and  Forster 

Crum  and  Forster  is  an  insurance  holding 
company  with  annual  revenues  exceeding 
$1.3  billion  and  assets  of  over  $2.4  billion. 
C&F  owns  all  the  capital  stock  of  14  prop- 
erty-liability and  two  life  insurance  com- 
panies. This  group  of  P/L  companies  ranks 
13th  largest  in  the  United  States  in  net 
written  premiums.  C&F  is  the  nation's 
fifth  leading  writer  of  fire  insurance  and 
ninth  in  providing  workers'  compensation 
insurance.  The  Company's  NYSE  symbol 
isCMF. 
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Duro-Test  Corporation 


America's  largest  company  exclusively 
the  business  of  manufacturing  and  mark 
ing  light  sources  for  commercial,  indusl 
al,  institutional  and  residential  use.  Prd 
ucts  range  from  incandescent,  fluoresct 
and  mercury  vapor  lamps  which  inclu 
Vita-Lite,*  the  only  sunlight  simulati 
fluorescent,  Watt-Saver*  fluorescents  a 
incandescents  that  conserve  electrical  « 
ergy  while  maintaining  light  output, 
dustry's  largest  selection  of  decoratl 
bulbs,  self-ballasted  Fluomeric®  and  Sa 
T-Vapor*  high  intensity  lamps  and  32,000-watt  xenon  lamps  being  us 
in  space  research.  Sales  and 'earnings  at  all  time  high.  Unbroken  recc 
of  dividends  since  1942. 


Delhi  International 
Oil  Corporation 

Delhi  is  expanding  its  operations  in  the 
United  States,  exploring  for  oil  and  gas 
and  evaluating  opportunities  to  invest  in 
other  energy  related  activities.  In  Austra- 
lia, the  Company  produces  natural  gas  and 
is  now  involved  in  efforts  to  provide  for 
producing  its  presently  shut-in  liquid  hy- 
drocarbon reserves.  Delhi  also  has  miner- 
al interests  in  Australia.  DELHI  — 
AMEX 
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Easco  Corporation 

Easco   Corporation   (NYSE),    a  lead| 
manufacturer  of  standard  and  metric  ha 
tools,  achieved  its  seventh  consecut) 
year  of  growth  in  sales  and  net  incort 
Sales  increased  by  19%  to  $273,098,0! 
Net    income    increased    by  10% 
$8,665,000  and  earnings  per  share 
creased  from  $2.77  in  1976  to  $3.00| 
1977.  Including  the  past  year,  earnii 
per  share  since  1970  have  grown  unint 
ruptedly  at  an  average  annual  rate  of  211 
on  an  average  annual  sales  increase 
16%.  Easco  .  .  .  leading  the  way  as  Ami 
ica  tools  up  for  metric  conversion. 


The  Dryer  Corporation 


Thel'unYourLite 


The  Diversey 
Corporation 


FT -N 


Diversey  is  a  specialty  chemical  company 
serving  the  food  and  beverage  processing, 
institutional,  metal-working  and  other  in- 
dustries. 1977  sales  (including  50%-owned 
companies)  $148  million;  earnings  per 
share  $2.07;  dividends  $.70.  During  1973- 
77  period  EPS  and  cash  dividends  grew  at 
average  annual  compound  rate  of  15%. 
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Eaton  Corporation 

Eaton  is  a  family  of  technologically  relal 
businesses  serving  worldwide  marketsi 
transportation,  materials  handling,  indl 
trial  automation,  construction,  agriculti 
and  consumer  durables.  Sales  in  191 
$2.1  billion,  up  from  $1.8  billion  in  19] 
Net  income;  $106  million  vs.  $91  millii 
earnings  per  share:  $6.10  vs.  $5.23.  C 
rent  dividend  annualized:  $2.25  per  co 
mon  share.  Eaton's  common  shares 
trading  on  New  York,  Midwest,  Pact 
and  London  Stock  Exchanges. 
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The  Echlin 

Manufacturing 

Company 

With  1977  sales  of  $239,205,000,  Echlin 
manufactures  replacement  parts  for  motor 
vehicles  necessary  to  maintain  engine  effi- 
ciency and  vehicle  safety.  Our  15-year 
record  demonstrates  sustained  rapid  an- 
nual growth  in  sales  (20.2%)  and  in  earn- 
ings (19.8%),  dividends  (10.7%),  and  equi- 
ty (18.3%)  per  share.  In  1977,  earnings 
increased  21.6%  to  $16,090,000. 
Listed  NYSE  (ECH) 

45 


Fisher  Foods,  Inc. 

Fisher  Foods  is  a  major  food  retailer  in 
four  of  the  nation's  largest  urban  areas — 
Northern  Ohio,  Southern  Ohio,  Greater 
Chicago  and  Greater  Los  Angeles — with 
201  supermarkets.  Fisher's  supermarkets 
feature  in-store  bakeries,  service  delica- 
tessens and  wine  cellars.  The  Company 
had  record  sales  of  $1.53  billion  in  1977 
and  earnings  of  $.68  per  Common  Share. 
Since  present  management  took  over  in 
1965,  Fisher  Foods  sales  have  grown  from 
$175  million  to  $1.53  billion.  NYSE-FHR. 
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EDO  Corporation 

EDO  Corporation  produces  a  sophisti- 
cated array  of  electronic  equipment,  elec- 
tro-mechanical devices  and  fiber  rein- 
forced composites  that  play  a  significant 
role  in  civil  and  military  aviation,  ocean 
navigation,  and  underwater  detection, 
surveillance  and  exploration.  EDO  mar- 
kets are  worldwide.  1977  Sales  of  $67- 
million  produced  record  earnings  of  $2.4- 
million,  up  32%  over  1976.  Earnings  per 
share— $1.92.  Dividend  of  $.40  paid  in 
1977. 
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Franklin  Electric 

Manufacturer  of  electric  motors  used  in 
submersible  pumps,  a  prime  recovery 
method  for  underground  water,  a  key 
source  of  water  in  a  drought-troubled 
world.  Also  makes  a  broad  line  of  fraction- 
al horsepower  motors.  In  1977,  attained  a 
21%  sales  increase  to  a  record  $124.2  mil- 
lion, a  29%  increase  in  income  to  a  record 
$6.2  million  and  a  28%  earnings  per  share 
increase  to  $1.66.  Substantial  capital  im- 
provement program  will  increase  produc- 
tion capability  for  key  products. 
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A.G.  Edwards  &  Sons, 
Inc. 

A.G.  Edwards  is  a  91-year-old  St.  Louis- 
based  securities  firm  serving  investors 
from  126  locations  in  32  states.  For  fiscal 
1978  ended  February  28,  earnings  were 
$6  million  on  revenues  of  $81  million  put- 
ting stockholders'  equity  at  yearend  to  $34 
million.  Edwards'  common  shares  are  list- 
ed on  the  New  York  Stock  Exchange. 
(Symbol  AGE) 
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Fruehauf 
Corporation 


Fruehauf  Corporation's  1977  sales,  earn- 
ings, and  earnings  per  share  climbed  to 
new  record  levels.  Earnings  per  share 
reached  $5.08,  a  25%  increase  over  $4.05 
in  1976.  Sales  climbed  to  $1.8  billion,  up 
22%  from  $1.5  billion  in  1976.  Dividend 
rate  was  increased  to  $2.00  per  share.  A 
strong  first  half  for  trailer  operations,  auto- 
motive profits  and  continued  contribution 
from  the  Fruehauf  Finance  Company 
combine  to  justify  optimism  for  1978. 
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ENSERCH 
Corporation 


ENSERCH  Corporation's  diversified  en- 
ergy activities  produced  record  revenues 
and  earnings  in  1977.  Recent  acquisi- 
tions and  expansionary  moves  highlight 
ENSERCH  Corporation's  growth  and  cor- 
porate development.  A  3-for-2  stock  split 
was  recently  authorized  and  the  ninth 
dividend  increase  since  1970  is  payable  in 
June  1978. 


H.  B.  Fuller  Company 

Good  indicators  for  investors — sales,  earn- 
ings and  dividend  payments  have  doubled 
in  last  5  years  for  H.  B.  Fuller,  a  diverse 
manufacturer  of  adhesives  and  other  spe- 
cialty chemicals  for  both  industrial  and 
consumer  use.  91 -year-old  company  has 
operations  throughout  the  U.S.  and  in 
Europe,  Canada,  Latin  America  and  the 
Far  East.  NASDAQ  symbol:  FULL 
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Sales 

Net  Earnings 
E.P.S.  (fully  diluted) 


1  Galveston-Houston 
Company 

Manufactures  equipment  used  in  drilling 
and  production  segments  of  the  petroleum 
industry  and  various  non-petroleum  in- 
dustries. Divisions  and  subsidiaries  are 
long-time  and  well  known  manufacturers 
and  include:  GH-Foster,  GH-Mattco, 
GH-Bettis,  GH-TTE,  GH-Thornhill- 
Craver,  and  GH-McMurry.  Stock  symbol 
GVTN  on  NASDAQ. 


1977 
$41,398,000 
$  4,567,000 
$  2.90 


1976 
$25,445,000 
$  2,903,000 
$  2.03 
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General  Cable 
Corporation 


In  recent  years  General  Cable  Corpo 
tion's  strategic  plan  has  emphasized 
duction  of  dependence  on  cyclical  op 
ations  while  increasing  return 
shareholders  equity  through  effective 
versification.  1977  results,  includi 
Sprague  Electric,  acquired  late  in  191 
reflect  the  positive  impact  of  this  stratej 
Sales  increased  to  $620  million  in  19" 
while  net  earnings  applicable  to  comni 
stock  increased  to  $19.6  million  after  a  non-recurring  charge  of  $.' 
million  after  taxes.  Having  paid  dividends  continuously  since  19J 
General  Cable  recently  increased  the  quarterly  dividend  to  250  g 
share.  (NYSE:  GK) 


Gannett 


Gannett  Co.,  Inc. 

In  1977  Gannett  achieved  records  in  rev- 
enues (up  from  $482,584,057  to 
$557,908,221),  earnings  (up  from 
$59,168,909  to  $69,415,741)  and  earnings 
per  share  (up  from  $2.22  to  $2.60)  for  the 
10th  consecutive  year  and  the  41st  con- 
secutive quarter  since  going  public  in 
1967.  Gannett  currently  serves  more  than 
3  million  reader  families  with  77  newspa- 
pers publishing  in  30  states,  the  U.S.  Vir- 
gin Islands  and  Guam. 
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General  DataComm 
Industries,  Inc. 

For  the  past  5  years,  sales  at  GDC  ha 
grown  at  a  compound  rate  in  excess  of  3< 
while  EPS  have  grown  at  a  rate  in  exc 
of  100%.  GDC  serves  the  data  commu 
cations  industry,  characterized  as  the 
tion's  fastest  growing,  with  a  broad  line 
products.  With  a  large  customer  ba 
GDC  is  well  positioned  for  the  futu 
TRADED— OTC:GDAC 

1977         1976  %Change 

Sales  (000)  $20,032    $15,956  26 

Income  before  Tax  Credit  (000)  $  1,307  $  479  173 
EPS  before  Tax  Credit  $.88         $.34  159 


Gateway 
Industries,  Inc. 


For  1977,  Gateway  Industries,  Inc.,  re- 
ported net  sales  of  $49.4  million  versus 
$41.8  million  in  1976.  Net  income  in  1977 
was  $2.88  million  as  compared  to  $2.81 
million  in  1976.  Net  income  per  share  in 
1977  was  $2.27  (including  $.42  from  dis- 
continued operations)  versus  $2. 19  in 
1976.  Gateway  Industries  is  one  of  the 
leading  manufacturers  of  automotive  safe- 
ty belt  assemblies  sold  for  installation  as 

original  equipment  on  automobiles  and  trucks  produced  by  General 

Motors  Corporation  and  Chrysler  Corporation. 


55 


GTE 

General  Telephone  &  Electronics  const 
dated  1977  revenues  and  sales  totaled  $ 
billion,  up  13.8%  from  1976.  Earnings 
share  were  $3.91  in  1977.  Excluding 
effect  of  currency  translation  gains  fr 
Canadian  Telephone  Operations,  earni 
per  share  were  a  record  $3.69,  represe 
inga  12.2%  increase  over  1976.  Divide) 
declared  have  increased  in  24  of  the  p 
25  years  resulting  in  a  7.4%  average  an 
al  growth.  The  current  indicated  ann 
dividend  rate  is  $2.24  per  common  sha 


Gearhart-Owen 
Industries,  Inc. 

Serving  the  petroleum  industry  with  ser- 
vice and  equipment,  Gearhart-Owen  In- 
dustries continues  its  up-trend  with  the 
twenty-third  year  of  continuous  growth. 
Development  and  refinement  of  the  com- 
pany's DDL*  (Direct  Digital  Logging) 
System  have  created  an  increased  demand 
for  this  service  in  well-site  evaluation. 
Field-proven,  quality  products  for  wire- 
line service  companies  add  to  the  reliabil- 
ity-image of  Gearhart-Owen  Industries. 


Georgia-Pacific 

In  1977,  the  first  year  of  its  five-year  p 
to  double  earnings  and  invest  $2  billioi 
new  plants  and  equipment,  Georgia-Pa 
ic  once  again  set  new  records:  $3,675 
lion  sales  and  net  earnings  of  $262  t 
lion — both  better  than  20%  increases  o 
1976.  Highly  regarded  managemt 
sound  financing,  and  a  diversified  proc 
mix  support  corporate  goals  to  conti: 
the  consistent  growth  of  this  leading  fo 
products  firm. 


*  Trademark  of  Gearhart-Owen  Ind.,  Inc. 
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W  W.R.  Grace  &  Co. 


V 


Annual  Reports  are  always  drenched  with 
numbers.  And  Grace  is  no  exception — 
except  we've  got  more.  A  special  financial 
and  statistical  review — 10  pages  worth — 
supplements  the  usual  statements.  And 
they  are  good  numbers,  too.  In  1977,  $140 
million  of  net  income  and  $4  billion  of 
sales  in  chemicals,  natural  resources  and 
consumer  services.  Also,  14%  annual  com- 
pound growth  for  the  past  4  years  and  44 
years  of  consecutive  dividends.  The  Grace 
Report  is  photographically  striking  and 
statistically  exciting;  even  the  text  makes 
good  reading! 
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Harsco  Corporation 

Harsco  is  a  worldwide  organization  with 
21  diversified  classes  of  products  and  ser- 
vices and  with  operations  falling  into  4 
business  segments:  Primary  Metals,  Con- 
struction, Fabricated  Metals  and  Defense. 
Harsco  has  over  200  manufacturing,  distri- 
bution, and  service  facilities  in  the  U.S. 
and  8  foreign  countries.  In  1977,  sales 
were  $682.9  million,  up  15%  over  the 
prior  year.  Net  income  was  $43.2  million 
or  $4.49  per  share,  up  14%.  The  Com- 
pany's NYSE  symbol  is  HSC. 
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Grow  Chemical  Corp. 


Hexcel 


Grow  Chemical  Corp.  is  the  second  larg- 
est independent  manufacturer  of  specialty 
chemical  coatings  and  other  chemicals  for 
the  automotive,  aircraft,  petroleum,  trans- 
portation, metal  finishing,  appliance,  in- 
dustrial maintenance,  marine,  printing 
ink,  construction  and  consumer  markets  in 
the  U.S.  The  acquisition  of  Devoe  & 
Raynolds  in  1976  has  added  significantly  to 
Grow  s  sales  of  trade  paints  in  the  south- 
ern parts  of  the  U.S.,  and  enhanced  its 
position  as  a  major  supplier  to  the  marine 
igs  market  worldwide.  The  Company  has  paid  56  consecutive 
erly  cash  dividends  and  stock  dividends  for  12  of  the  last  14  years 
lg  in  excess  of  70%.  Grow  Chemical  is  traded  on  both  the  NYSE 
le  ASE — Ticker  symbol — GRO.  g2 


1977 


12/31/77  12/31/76 
Sales  $77,235,000  $62,262,000 

Net  Income  3,046,000  2,664,000 
EPS  1.81  1.61 

Dividend  .57  .50 

Dividends  paid  continuously  since  1955. 


Another  record  sales  year  in  1977  and 
eighth  consecutive  year  of  earnings 
growth  for  this  world  leader  in  develop- 
ment and  manufacture  of  engineered  ma- 
terials. Basic  products — honeycomb,  fiber  composites,  specialty  chemi- 
cals and  resins — are  related  through  common  technology.  Markets 
served  include  aerospace,  recreation,  industrial  chemicals  and  medical 
products. 
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Gulf  Energy  Corporation 

A  developing  company,  with  expanding 
operations  in  coal,  and  in  oil  and  gas  explo- 
ration and  development. 
Gulf  Energy  Corporation  has  interests  in 
oil  and  gas  wells  in  Utah,  Colorado  and 
Oklahoma.  This  company,  through  a  sub- 
sidiary, also  operates  a  metallurgical  coal 
mine  in  West  Virginia. 
Significant  increases  in  Net  Earnings, 
Revenue,  Assets  and  Shareholders  have 
occurred  over  the  past  two  years. 
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Hillenbrand 
Industries,  Inc. 

Hillenbrand  Industries,  Inc.  (NYSE)  is 
composed  of  two  well-established  industry 
leaders:  Batesville  Casket  Company,  lead- 
er in  the  burial  casket  industry,  and  Hill- 
Rom  Company,  leader  in  the  hospital  pa- 
tient room  furniture  and  equipment  in- 
dustry. Five  year  compounded  annual 
growth  rates  have  been  15%  in  net  sales 
and  11%  in  net  income.  Return  on  equity 
averaged  17.4%.  For  1977  sales  were 
$150.4  million  and  net  income  was  $13.5 
million,  both  records  for  the  company. 
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Frank  B.  Hall 
&  Co.,  Inc. 


A  leading  international  insurance  broker, 
Frank  B.  Hall  reported  record  results  in 
1977.  Revenues  increased  20%  to 
$149,214,000;  net  income  rose  22%  to 
$18,132,000;  per  share  earnings  advanced 
22%  to  $2.01.  Revenues  and  earnings  per 
share  have  more  than  doubled  during  the 
last  5  years.  Since  1972,  dividends  have 
increased  at  a  compound  annual  rate  of 
24%.  Currently  the  Company  pays  $1.00 
annual  dividend.  NYSE  symbol  FBH. 


Geo.  A.  Hormel  &  Co. 

In  1977,  Hormel  had  record  sales  of 
$1,106,274,000  and  record  earnings  of 
$4.57  per  share.  The  Company  processes 
livestock  into  meat  and  meat  prod- 
ucts with  particular  emphasis  on  branded 
products.  Well-known  trademarks  include 
SPAM®  luncheon  meat,  DINTY 
MOORE®  beef  stew,  HORMEL®  chili 
and  CURE  81®  ham.  Cash  dividend  pay- 
ments have  increased  in  each  of  the  past 
ten  years. 
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Houdaille  Industries, 
Inc. 


Houdaille  Industries,  Inc.  is  a  diversified 
manufacturing  linn  with  operations  in  the 
Pumps,  Industrial  Products,  Machine 
Tools,  Automotive  Products,  and  Con- 
I    ir^-r  Wk  struction     Materials     and  Contracting 

Fields.  In  1977,  the  Pumps,  Industrial 
Products,  and  Machine  Tools  operations 
contributed  approximately  58%  of  sales 
and  68%  of  pre-tax  earnings  to  the  Corpo- 
ration. Sales  in  1977  were  $385,-786,000 
and  net  income  was  $27,055,000.  Houdaille's  businesses  are  located 
throughout  the  United  States  and  Canada,  and  its  common  stock  is  listed 
on  the  New  York  Stock  Exchange  with  the  symbol  HH. 
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Interlake,  Inc. 


Annual  Report  announces  an  increasi 
sales  to  $766,614,000  (up  8.1%). 
dends  were  increased  $.05  to  $2.20 
share.  Report  also  highlights  moderr 
tion  of  steel  facilities  to  be  complete' 
1978  and  construction  of  a  new  metal  p 
der  facility  in  Gallatin,  Tennessee  wl 
will  be  in  production  in  1979.  Diversi 
metals  and  material  handling  comp; 
NYSE  and  MSE  symbol  IK. 


IU  International 


IU  International 

IU  International  is  a  diversified  company 
with  major  interests  in  land  transporta- 
tion, ocean  shipping,  utilities,  industrial 
products  and  services,  distribution  ser- 
vices, and  agribusiness.  Earnings  in  1977 
were  $59.2  million,  or  $1.75  per  common 
share  on  revenues  of  $2.3  billion.  IU's 
dividend  payout — 90  cents  per  common 
share  in  1977 — increased  for  the  33rd  con- 
secutive year.  (NYSE  Symbol:  IU) 
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Sales  (millions) 
Net  Earnings  (millions) 
Earnings  Per  Common  Share 


International  Harveste 

IH  celebrated  its  75th  anniversary 
record  earnings  and  sales  while  unde 
ing  reorganization  into  five  worldv 
product  groups:  trucks,  agricultural  eq 
ment,  construction  and  industrial  eq 
ment,  turbo  machinery  and  compone 
A  13  percent  increase  in  the  regular  c 
dend  rate  was  the  latest  of  four  raise 
the  regular  dividend  rate  and  two  extra 
the  last  five  years. 

Fiscal  '77  Fiscal  '76  Change 

$5,975      $5,488  +  9 

203.7       173.1  +18 
6.92         5.98  +16 


Insilco  Corporation 

Insilco  Corporation,  a  diversified  com- 
pany, is  an  important  factor  in  the  do-it- 
yourself  home  building  and  paint  markets, 
as  well  as  tableware,  office  accessories, 
yearbook  publishing,  metal  components. 
1977  sales  rose  to  $400,025,000,  net  in- 
come to  $22,065,000.  Earnings  per  share 
grew  to  $2.15,  cash  dividends/paid  in- 
creased to  $.85  from  $.74.  A  5%  stock 
dividend  was  distributed  in  December. 
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Iowa  Electric  Light 
&  Power  Company 

Iowa  Electric  Light  and  Power  Comr. 
1977  earnings  were  $1.99  per  com) 
share.  The  nuclear  plant  operated  by  I 
Electric,  the  Duane  Arnold  Energy  ( 
ter,  contributed  51  percent  of  the  1 
watt-hours  used  by  the  company's  190 
electric  customers  in  1977. 


Integon  Corporation 

A  Sunbelt-based  insurance  company  serv- 
ing 30  states  with  life,  health,  property 
and  liability  .  and  mortgage  guaranty 
insurance. 

Year-end,  1977  highlights — 

Total  revenues:  $178  million  (  +  21.9%) 

Income  from  operations:  $10.5  million 

(  +  18.2%) 

Income  from  operations/share:  $1.68 
(  +  14.3%) 

Insurance  in  force:  $7.25  billion  (+8.6%) 
(ITG  on  NYSE) 


a   Iowa  Power  & 
Light  Company 


Revenues  surpassed  $199  million  in  1 
Earnings  for  the  year  were  $3. 14  per  c 
mon  share,  up  11.3%  from  1976.  I 
dends  have  increased  to  the  annual  ra 
$2.24  per  share,  formerly  $2.16. 
Iowa  Power  serves  219,500  electric 
129,600  gas  customers  in  a  5,600  sq 
mile  area  of  central  and  southwes 
Iowa. 
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Fred.  S.  James  &  Co., 
Inc. 

Net  income  rose  50  percent  in  1977  to  a 
record  $14,364,000  on  a  28  percent  in- 
crease in  revenues  to  $113,487,000.  Earn- 
ings per  share  rose  to  $2.41  from  $1.64  in 
1976.  The  Company  views  1978  with  opti- 
mism and  anticipation  of  highly  satisfac- 
tory results.  James  is  one  of  the  world's 
largest  insurance  brokerage  firms  serving 
in  excess  of  300,000  clients. 
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Kustom  Electronics, 
Inc. 

1977  •  With  record  achievements  in  high- 
level  technology,  Kustom  Electronics 
maintained  its  position  of  leadership  in 
traffic  radar  systems  and  re-established  its 
reputation  for  quality  products  and  inno- 
vation in  the  music  industry. 
Kustom  Electronics  also  manufactures 
mobile  data  terminals  and  communication 
consoles  for  the  public  service  agency 
market. 

Net  sales  for  the  fiscal  year  1977  totaled 
$10,464,000. 
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Jefferson-Pilot 
Corporation 

Over  90%  of  Jefferson-Pilot's  income  is 
from  two  major  life  insurance  companies, 
Jefferson  Standard  and  Pilot.  Other 
sources  include  radio,  television,  newspa- 
pers, casualty  and  title  insurance.  Per 
share  earnings  gains  averaged  12.2%  com- 
pounded, for  the  past  five  years.  1977 
marked  the  ninth  consecutive  year  of  in- 
crease in  cash  dividends  paid.  Cash  divi- 
dends every  year  since  1913.  Listed 
NYSE,  MSE. 
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The  Lamson  & 
Sessions  Co. 

Net  Sales  by  Class  of  Product  (in  millions) 


Fasteners 
Indust.  Equip. 
Railway  Equip. 
TOTAL 


1975 
$  80.2 
9.4 


12ZS  IQZZ 
$  85.9  $  94.1 
10.1  12.8 
15.0  .54.7 


$  89.6  $111.0  $161.6 
Net  Earn.  (1000s)  $3,967  $4,614  $4,975 
Net  EPS  $  2.25   $  2.61  $  2.80 

The  Company's  product  sales  mix  has 
changed  substantially  in  recent  years.  Our 
fastener  business  continues  a  steady  growth,  and,  in  1976,  we  added  the 
railway  freight  car  equipment  business  of  The  Youngstown  Steel  Door 
Company.  Dividend  payout  increased  again  in  1977,  and  is  now  at  an 
indicated  annual  rate  of  $1.30  per  share.  g2 


Knight-Ridder 
Newspapers,  Inc. 

Knight-Ridder  Newspapers,  Inc.  circu- 
lates 25  million  newspapers  a  week,  more 
than  any  other  U.S.  company.  Operating 
revenues  reached  $752  million  in  1977  and 
income  from  continuing  operations  was 
$60.2  million.  Income  per  share  has  grown 
at  a  compound  annual  rate  of  14.5%  since 
1970,  reaching  $3.70  per  share  in  1977. 
The  company  publishes  32  daily  newspa- 
pers, and  has  agreed  to  purchase  Poole 
Rroadcasting  for  $70  million. 
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Lawson  Products,  Inc. 

For  the  10th  consecutive  year,  Lawson 
Products  in  1977  achieved  record  sales 
and  earnings.  Earnings  rose  20.5%  to 
$5,110,382  on  a  22.1%  sales  increase  to 
$50,815,693.  Net  per  share:  $1.55  vs. 
$1.28  in  1976.  Lawson  nationally  distrib- 
utes over  12,000  expendable  mainte- 
nance, repair  and  replacement  parts, 
chemical,  electrical  and  shop  supplies  for 
the  industrial  heavy-duty  equipment 
maintenance,  in-plant  and  building  main- 
tenance and  transportation  fields. 
Traded:  OTC.  NASDAQ:  LAWS 
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Koppers  Company,  Inc. 


Patterns  of  consistent  growth  are  earning 
greater  returns  for  our  shareholders.  Ag- 
gressive expansion  in  the  past  decade  has 
quadrupled  Koppers  diversified  operating 
base  encompassing  more  than  100  types 
of  industrial  products  and  services,  result- 
ing in — 

—  a  14%  average  annual  increase  in 
earnings  per  share, 

—  a  nearly  three-fold  growth  in  divi- 
dends paid  on  common  stock 

—  a  nearly  tripled  market  price  for 
Koppers  common  stock, 

■  adding  up  to  an  average  total  return  to  investors  of  14.4%  each 

year  over  the  decade, 
•essive  capital  investment  will  continue  in  1978.  gQ 
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Leggett  &  Piatt, 
Incorporated 

L&P  earned  a  record  $2.44  per  share  in 
1977  on  record  sales  of  $156.9  million. 
Over  the  past  10  years  sales  and  earnings 
per  share  grew  at  compound  annual  rates 
of  21.8%  and  17.7%,  respectively.  Divi- 
dends were  increased  in  each  of  the  last  six 
years.  L&P,  with  markets  coast  to  coast,  is 
primarily  a  manufacturer  of  components 
and  related  products  for  manufacturers  of 
furniture  and  bedding. 
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Lenox,  Incorporated 

Lenox,  a  leading  manufacturer  of  quality 
china,  crystal,  and  tabletop  giftware  and  a 
major  producer  of  precious  jewelry, 
achieved  record  1977  sales  of  $  148,483,000, 
a  10%  increase  over  1976,  and  after  tax 
earnings  increased  18%  to  $11,486,000. 
Dividend  rate  increased  12%  in  first  quarter 
to  $1. 12  per  share  annual  rate.  Dividends 
can  be  automatically  reinvested  in  Lenox 
stock.  NYSE  Symbol:  LNX 
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Louisiana-Pacific 

In  1978,  Louisiana-Pacific's  sales  hit  a  i 
ord  $794.5  million,  up  41  percent.  Es 
ings  of  $60. 1  million,  were  up  49  perce 
Net  income  per  share  rose  to  $2. 19. 
diversified  forest  products  company 
reported  record  funds  generated  from 
erations  of  $133.7  million,  which  supp 
ed  expenditures  of  $70  million  on  p] 
additions  and  improvements,  and  logj 
roads,  and  $22  million  for  additional  I 
ber  and  timberlands. 


(the  limited) 

Net  Sales  (000  Omitted) 
Net  Income  (000  Omitted) 
Primary  Earnings  Per  Share 
Number  of  Stores  Open 


The  Limited  Stores, 
Inc. 

The  Limited  Stores,  Inc.,  Columbus, 
Ohio,  operates  192  young  women's  fashion 
apparel  stores  located  primarily  in  region- 
al shopping  malls  in  73  metropolitan  areas. 
The  stores  feature  merchandise  intended 
to  attract  young  women  in  the  16  to  35  age 
group. 


MtDOHOUGM  CO 


6  MOS 
1-28-78 
$89,866 
$  6,846 
$.84 
188 


FISCAL 


1977 
$117,026 
$  8,320 

$1.03 
150 


1976 
$68,866 
$  4,757 
$.59 
98 
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F  Y.  Jan.  31,  1978 

$344,619,526 
$  16,631,513 
$  4.18 
$  1.00 


McDonough  Co. 

•  Nine  Consecutive  Years  of  Growth 

•  Increased  Dividends — Quarterly 
dends  have  been  increased  ten  time 
the  last  nine  years,  from  $ . 0375) 

$.250. 

•  Multi-line — McDonough's  busil 
lines  consist  of  footwear,  hand  tq 
and  building  materials.  Traded  on 
NYSE— Symbol  MDO 

Nine  Year 
Compounded 
Growth  Rates 

Net  Sales  25.0% 

Net  Earnings  21.2% 

Earnings  Per  Share  18.3% 

Current  Annual  Dividend  23.5% 


Lincoln  National 
Corporation 

Lincoln  National  Corporation  provides 
life-health  insurance  and  annuities,  prop- 
erty-casualty insurance,  and  title  and  trust 
services  on  a  national  basis.  Major  operat- 
ing companies  include  Lincoln  National 
Life  Insurance,  American  States  Insur- 
ance, Chicago  Title  and  Trust,  and  Do- 
minion Life  Assurance  (Canada).  1977  was 
a  record  year  with  revenues  reaching  $1.9 
billion  (15%  above  1976)  and  operating 
income  $5.67  per  share  (45%  above  1976). 
Current  dividends,  $2.00  per  share. 
NYSE,  MWSE  symbol  is  LNC. 
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Marion 

Corporation 

1978 

Annual  Report 


Marion  Corporation 

Marion  Corporation,  based  in  Mol| 
Alabama,  is  engaged  in  refining  and  i 
keting  petroleum  products,  oil  and 
exploration  and  production  and  drill 
For  fiscal  1978  ended  January  31.  Mai 
had  revenues  of  $147,484,000  and  nej 
come  of  $5,657,000,  or  $1.63  per  shl 
Record  capital  expenditures  totaling 
million  were  made  last  year.  Oil  resej 
increased  51%  to  3.3  million  barrels 
gas  reserves  increased  150%  to  26.4 
lion  MCF  in  FY  1978. 


Long  Island 
Lighting  Company 

The  annual  dividend  rate  on  LILCO  com- 
mon stock  was  raised  to  $1.70  per  share  in 
March  1978.  The  dividend  rate  has  been 
increased  in  19  of  the  last  20  years.  Earn- 
ings were  a  calendar  year  record  $2.59  per 
share  in  1977.  LILCO  common  stock 
shareowners  can  buy  new  LILCO  com- 
mon shares  at  no  additional  cost  quarterly 
with  their  dividends  and  up  to  $3,000  of 
optional  cash  payments.  The  Company 
supplies  electric  and  gas  energy  in  a  ser- 
vice area  with  a  population  greater  than 
that  in  each  of  25  states. 
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The  Marley  Company 

New  high  levels  in  sales,  net  income 
earnings  per  share  were  established  in 
year  ending  October  31,  1977,  making 
the  seventh  year  of  continuous  gro1 
Sales  volume  reached  $242,562,000; 
income  $18,709,000;  earnings  per  s| 
$3.75.  Description  of  markets  and  s« 
operating  companies  included. 
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Masco  Corporation 

Two  Decades  of  Growth  .  .  .  Masco  manu- 
factures faucets  and  other  residential  and 
home  improvement  products;  energy-re- 
lated and  other  specialty  products;  and 
cold  extruded  and  other  components  for 
industry.  By  establishing  proprietary  lead- 
ership positions  in  markets  with  above- 
average  growth  potential  and  providing 
superior  value  to  customers,  Masco  has 
reported  almost  two  decades  of  growth- 
.  .  .  uninterrupted  annual  increases  in 
sales,  earnings  and  dividends. 
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Mid  land- Ross 
Corporation 


In  1977  Midland-Ross  achieved  record 
sales  for  the  fourth  consecutive  year,  rec- 
ord income  and  earnings  per  share  for  the 
third  consecutive  year.  Earnings  have  in- 
creased for  seven  consecutive  years,  sales 
for  six.  Six  dividend  increases  in  less  than 
3'A  years  raised  per-share  rate  to  more 
than  double  1972  levels.  Indicators  point 
to  another  strong  performance  in  1978. 
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Oscar  Mayer  &  Co.,  Inc. 

Oscar  Mayer  &  Co.,  Inc.,  is  nationally 
recognized  for  its  leadership  in  food  proc- 
essing, particularly  family-convenience 
meat  products,  and  in  the  research  and 
development  of  modern  packaging  meth- 
ods. In  fiscal  1977,  sales  were 
$1,188,429,000  and  earnings  were 
$35,023,000.  For  the  first  quarter  of  fiscal 
1978,  sales  were  $294,890,000  and  earn- 
ings were  $6,329,000,  compared  to 
$274,021,000  in  sales  and  $7,787,000  in 
earnings  for  the  first  quarter  of  1977. 
NYSE  symbol  is  OMC. 
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Millipore  Corporation 

Millipore  manufactures  and  markets  prod- 
ucts and  systems  embodying  "microstate 
technology"  to  analyze  and  process  fluids 
for  the  removal,  separation,  or  identifica- 
tion of  chemical,  biological,  and  inert  sub- 
stances; these  products  and  systems  serve 
customer  needs  in  such  diverse  areas  as 
health  care,  food  and  beverages,  environ- 
mental control,  and  water  purification. 
Sales  and  earnings  have  grown  at  a  rate  of 
over  20%  per  year  for  the  past  ten  years. 


Sales  (millions) 
Income  from 
operations  (millions) 


1976 
$68.0 


1975 
$56.4 


1974  1973 
$46.9  $37.1 


$  9.6     $  7.7     $  6.4     $  5.3     $  4.2 
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Medenco,  Inc. 


Medenco,  Inc.,  a  nationwide  health  care 
company,  operates  or  provides  services  to 
over  50  hospitals  and  manufactures 
prostheses  for  the  dental  profession 
through  a  chain  of  17  dental  laboratories. 
In  1977,  Medenco  recorded  its  ninth  con- 
secutive year  of  record  revenues  and  earn- 
ings. EPS  up  31%  to  $1.60  (after  5-for-4 
split);  earnings  up  34%  to  $3.5  million  on 
revenue  advance  of  19%  to  $87.3  million. 
Since  inception  in  1969,  compound  annual 
growth  rates  have  been:  net  revenues — 
25%;  earnings  per  share — 20%.  Quarterly  cash  divi- 
;  have  been  paid  since  1972;  current  quarterly  rate — $.08  ($.32 

|y). 
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Minnesota  Power  & 
Light  Company 

Results  of  1977  and  an  outlook  for  continu- 
ing rapid  growth  were  reported  to  share- 
holders as  well  as  discussions  of  key  issues 
facing  the  electric  industry  and  the  com- 
pany policies  and  practices  developed  to 
deal  with  them.  The  company  has  taken  an 
innovative  approach  with  the  use  of  graph- 
ic symbols  to  focus  on  the  issues  in  its 
report  to  shareholders. 
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Mesa  Petroleum  Co. 

All-time  high  revenues,  cash  flow  and  net 
income  were  achieved  with  record  pro- 
duction levels  of  oil  and  natural  gas  by 
Mesa  during  1977.  The  Company  is  en- 
gaged in  the  exploration  for  and  produc- 
tion of  oil  and  natural  gas  in  the  United 
States,  Western  Canada  and  the  North 
Sea. 


Missouhi  Pacific 
cohpohatioit 


Missouri  Pacific 
Corporation 


lues  (in  thousands) 
icome  (in  thousands) 
le  per  share 
ends  per  share 


1977 

$140,057 
$  41,299 
$2.57 
$  .25 


1976 

$99,068 
$30,734 
$1.92 
$  .10 


Increase 

+  41% 
+  34% 
+  34% 
+ 150% 
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1977  was  a  year  of  continued  growth  for 
Missouri  Pacific  Corporation.  With  sub- 
sidiaries engaged  in  the  railroad,  natural 
gas  transmission  and  exploration,  and 
Portland  cement  industries,  MIS  (NYSE 
symbol)  achieved  record  consolidated 
earnings  of  $116  million,  up  45%  from  the 
previous  year.  Operating  revenues  in  1977 
were  $1.5  billion.  Earnings  per  share  were 
$8.59  primary  and  $8.01  fully  diluted  com- 
pared to  1976  results  of  $6.86  and  $6. 17,  respectively.  During  1977,  cash 
dividends  totaled  $1.95  per  share  against  $1.50  the  previous  year. 
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Modular  Computer 
Systems,  Inc. 

The  year  1977  was  the  most  successful  in 
MODCOMP's  history  with  record  sales  of 
$54,005,000,  an  increase  of  46%  over  1976 
results,  and  record  profits  of  $3, 146,000  or 
$1.05  per  share.  MODCOMP  is  a  major 
manufacturer  of  real  time  computer  sys- 
tems for  use  primarily  in  measurement 
and  control,  communications  and  informa- 
tion processing  applications. 
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The  L.E.  Myers  Co. 
Group 

Revenues     rose    37%     to     a  recrtl 
$142,175,000;  EPS  climbed  threefoldl 
$1.05  and  backlogs  reached  new  highs 
1977.  Gradual  recovery  in  the  U.S. 
expanding  foreign  work  in  Saudi  Ara 
and  Canada  are  boosting  results  for  Myl 
Group,  this  country's  largest  builderl 
electric  utility  systems.  Trades  as  paiil 
unit  on  NYSE. 
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Mohasco  Corporation 

Mohasco  Corporation,  a  leading  member 
of  the  carpet,  furniture,  distribution  and 
furniture  rental  industries.  1977  sales  to- 
talled $653.4-million  and  earnings  per 
common  share  $1.63.  Principal  product 
lines:  Carpet:  Alexander  Smith,  Firth, 
Mohawk  and  Tapetes  Luxor  S.A.;  Furni- 
ture: BarcaLounger,  Chromcraft,  Decor- 
ion,  Futorian,  Liberty,  Monarch,  Peters- 
Revington,  Ranger  S. A.,  Stratford,  Strato- 
lounger,  Super  Sagless,  Trend  Line;  Dis- 
tribution: William  Volker  &  Co.,  Rental 
Furniture:  Cort;  Fortune  500  rank,  306. 
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NL  Industries,  Inc. 

A  worldwide  industrial  company  with  i 
$1.5  billion  annual  sales.  Its  major  bil 
ness  areas  are  petroleum  services  I 
equipment  (60%  of  operating  profil 
chemicals  (16%  of  operating  profits),  I 
metals  (24%  of  operating  profits).  Markl 
include  petroleum,  automotive,  pail 
plastics,  aerospace,  paper  and  railroads! 


Moog  Inc. 


Moog  has  a  dominant  market  position 
worldwide  for  servovalves  and  sophisti- 
cated control  equipment.  Sales  increased 
25%  in  1977  to  $75.5  million  and  earnings 
after  taxes  were  up  36%  to  $2.00  per 
share.  Our  business  has  doubled  in  the 
last  five  years  and  record  sales  and  earn- 
ings are  projected  for  the  1978  fiscal  year 
ending  September  30th.  (AMX  Symbol — 
MOG).  Dividend  $.15/qtr.  Special  10% 
stock  dividend  paid  2/78. 
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National  Distillers  an* 
Chemical  Corporation 


A    leader    in    petrochemicals,  liquo 
wines,  metals,  and  blankets,  NDCC 
perienced  another  good  year  in  19 
Chemical  Division  operating  profits 
counted  for  73%  of  the  corporate  total, 
were  augmented  by  significant  net  incd 
contributions  from  the  chemically-orie 
ed  Associated  Companies.  NDCC 
nounced  a  proposed  merger  with  Emi 
Industries,  Inc.,  a  producer  of  sped; 
chemicals.  The  common  dividend  was  increased  for  the  fifth  time  in  f 
years  in  January,  1978  to  $1.70  annual  rate.  NYSE  symbol  is  DR 
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Morrison-Knudsen 
Co.,  Inc. 

Morrison-Knudsen  Company  is  a  global 
organization  that  engages  in  all  types  of 
construction  and  in  nearly  every  discipline 
of  engineering,  in  addition  to  co-owning 
one  of  the  largest  shipbuilding  firms  in  the 
West,  remanufacturing  railroad  locomo- 
tives, developing  commercial  real  estate, 
and  mining  millions  of  tons  of  coal  each 
year  as  a  contract  service.  Net  income  in 
1977  rose  32%  to  a  record  $17.5  million  or 
$5.87  per  share.  Contract  backlog  at  year- 
end  was  $1.9  billion.  (NYSE— MRN) 
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Niagara  Share 
Corporation 

A  diversified  publicly-traded  investmil 
company   whose    primary    objective  [ 
growth  of  capital  from  investments  I 
American  and  foreign  corporations.  Su)l 
rior  long-term  record  and  low  portfil 
turnover.  Directly  managed  by  its  ofEo| 
and  directors,  who  are  substantial  sha 
holders.  Shares  are  eligible  for  Keogh  ; 
Individual  Retirement  Trusts.  49th  An  I 
al  Report  includes  investment  polic:| 
distribution  options  and  investment 
suits.  Listed  on  NYSE. 

1C| 
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Nicolet  Instrument 
Corporation 

Designer/manufacturer  of  sophisticated 
digital  electronic  equipment  including 
spectrum  analyzers,  graphic  plotters,  digi- 
tal oscilloscopes,  signal  averagers,  infrared 
spectrometer  systems  and  data  acquisition 
systems  for  many  fields  of  scientific  re- 
search. Founded  in  1965;  went  public  in 
1971.  FY  1977  net  earnings  were 
$1,210,000  on  $17,312,000  net  sales.  After 
nine  months  in  FY  1978  net  earnings  were 
$1,272,000  on  $16,927,000  net  sales. 
NASDAQ  Symbol:  NICO. 
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Numac  Oil  &  Gas  Ltd. 

•  1977  earnings  $6,396,168  compared  to 
$2,460,511  in  1976— up  160% 

•  Farmed  out  119,000  acre-20  billion  bar- 
rel oil  sands  property  to  Gulf  for  cash  plus 
carried  or  participating  interest 

•  25%  participant  in  recent  Imperial  Oil 
uranium  discovery 

•  Paid  first  dividend  in  1978 

•  Listed  on  American  &  Toronto  Stock 
Exchanges 

•  Main  area  of  operations — Western 
Canada 
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NICOR  Inc. 

NICOR  is  a  holding  company  with  subsid- 
iaries in  gas  distribution,  exploration  and 
development  of  oil  and  gas,  and  coal  re- 
sources. 1977  net  income  and  revenues 
reached  new  highs.  Net  income  increased 
19%  to  $63  million  on  revenues  of  $1.1 
billion.  Earnings  per  share  increased  14% 
to  $4.01.  The  quarterly  common  stock 
dividend  rate  increased  19  of  the  past  20 
years.  Latest  advance  to  60  cents  per  share 
is  effective  with  dividend  payable  May  1, 
1978. 


110 


Olinkraft,  Inc. 


return 


An  integrated  forest  products  company, 
Olinkraft,  Inc.,  had  record  $34.6  million 
net  income  on  $381.2  million  sales  in  1977 
from  its  coated  and  uncoated  kraft  paper- 
board,  kraft  packaging,  lumber,  plywood 
and  particleboard  lines.  With  operations 
in  the  U.S.  and  Brazil,  Olinkraft  has  a  fee- 
owned  timber  base  of  672,000  acres.  A 
$125  million,  190,000  ton  specialty  coated 
kraft  paperboard  mill  expansion  is  sched- 
uled for  completion  in  1978.  Details  of  the 
expansion  are  covered  in  the  report.  1977 
on  equity  15.4%,  return  on  capital  13.2%.  NYSE  symbol,  OKF. 
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Northern  Natural  Gas 
Company 

Dividends  increased  for  the  fifth  year  in  a 
row.  Revenues  topped  $1V4  billion  for  the 
first  time.  Add  to  that  earnings  of  $6.11 
per  share  in  1977  (our  second  highest 
ever)  and  you've  got  a  company  that's 
going  places  in  the  energy  field.  In  addi- 
tion to  the  company's  Natural  Gas,  Liquid 
Fuels  and  Petrochemical  Divisions;  two 
new  divisions  were  added  during  1977; 
Exploration  &  Production  and  Coal, 
rthern's  excellent  financial  strength  and  diversity  and  experience  in 
energy  industry  place  it  in  a  sound  position  for  continued  growth. 
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Overseas  Shipholding 
Group,  Inc. 


OSG  is  the  only  publicly  owned  company 
engaged  exclusively  in  the  ocean  transpor- 
tation of  liquid  and  dry  bulk  commodities, 
and  which  operates  in  both  the  U.S.  and 
worldwide  shipping  markets.  Since  1970, 
with  continuing  emphasis  on  medium-  and 
long-term  chartering,  the  Company's  fleet 
has  increased  from  approximately  1.1  mil- 
lion to  5  million  deadweight  tons.  Over 
this  period,  per  share  earnings  have  grown 
at  a  compounded  annual  rate  in  excess  of  20%.  OSG's  strong  financial 
condition  and  market  prospects  are  detailed  in  the  1977  Annual  Report. 
(New  York  Stock  Exchange:  OSG.) 
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Northwest  Energy 
Company 

Northwest  Energy  Company,  through  its 
principal  subsidiary,  Northwest  Pipeline 
Corporation,  owns  and  operates  a  natural 
gas  transmission  system  serving  the  Pacific 
Northwest  and  Intermountain  regions. 
Another  subsidiary,  Northwest  Alaskan 
Pipeline  Company,  will  be  responsible  for 
the  design,  construction  and  operation  of 
the  Alaskan  portion  of  the  Alaska  Highway 
natural  gas  pipeline  system. 


Year  Ended  December  31,  1977 


erating  Revenues 
$773,131,000 

*BES.  MAY  1,  1978 


Net  Income 
$23,431,000 


Per  Share 
$5.47 


112 


Pacific  Power 
&  Light  Company 

Growth  in  revenues  of  $404,624,000,  up 
14%,  and  net  income  of  $88,575,000,  up 
2%,  posted  new  highs.  Earnings  per  com- 
mon share  were  $2.22,  down  260  or  10.5% 
from  the  record  $2.48  for  1976.  The  drop 
was  due  to  greater  preferred  dividends 
and  a  12%  increase  in  average  number  of 
common  shares  outstanding.  Four  45% 
dividends  were  paid. 
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Parker  Hannifin 
Corporation 

Parker  Hannifin's  wide  line  of  fluid  system 
components  and  automotive  parts  are  ba- 
sic to  the  manufacture,  operation  and  re- 
pair of  equipment  to  conserve  energy, 
improve  efficiency,  cut  costs  and  save  pro- 
duction time  in  such  major  areas  as  auto- 
mation, transportation,  energy  and  agri- 
culture. In  fiscal  1977,  Parker's  earnings 
were  up  42%  to  $28  million  on  sales  of 
$503  million.  Earnings  per  shace  were 
$2.85 — return  on  average  equity,  17.2%. 
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Philadelphia  Eieortc  Company 


Annual  Repot 


Philadelphia 
Electric  Company 

An  investor-owned  utility  providing 
trie,  gas  and  steam  service  in  southeast 
Pennsylvania  and  northeastern  Maryls 
Assets  are  over  $4.5  billion.  Nuclear  ) 
eration,  as  a  percent  of  total  kilowatt-} 
output,  increased  from  6.4%  in  197' 
18.4%  in  1977.  Quarterly  common  ( 
dend  increased  from  41?  to  45tf  in  Ju 
1977.  More  than  230,000  common  stJ 
holders  are  currently  receiving  divide 
at  the  rate  of  $1.80  per  share  annua 
Dividends  paid  every  year  since  1902. 
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Pennsylvania  Power 
&  Light  Company 

Pennsylvania  Power  &  Light  Company 
(PP&L)  supplies  electricity  to  955,000 
homes  and  businesses  in  a  10,000-square- 
mile  area  in  central  eastern  Pennsylvania. 
PP&L  has  strong  generating  capacity  and 
fuel  position.  It  is  a  net  supplier  to  the 
Pennsylvania-New  Jersey-Maryland  Inter- 
connection, one  of  the  world's  largest 
power  pools. 
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Pope  &  Talbot 

Diversification.  Balance.  Key  wordj 
Pope  &  Talbot's  continuing  growth  si 
and  dramatically  demonstrated  in 
with  record  revenues,  25%  increas« 
cash  dividend,  a  strong  timber  resou) 
expanding  forest  products  mix  and  ac 
entry  into  the  pulp  and  paper  industry 


Peoples  Gas  Company 

Chicago-based  holding  company  with  four 
major  operating  subsidiaries.  Pipeline 
transmission  subsidiary  operates  in  12 
states,  serves  market  area  of  12  million 
people;  distribution  companies  serve  Chi- 
cago and  northeastern  Illinois;  oil  and  gas 
exploration  subsidiary  active  in  South- 
west, Alaska,  and  Canada.  Total  assets: 
$2.5  billion.  Cash  dividends  paid  each 
consecutive  quarter  since  1939.  Current 
annual  rate:  $2.80.  Listed  New  York  and 
Midwest  Exchanges.  Ticker  symbol:  PGL 
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Potomac  Electric 
Power  Company 

Potomac  Electric  Power  Company 
vides  electricity  to  almost  two  million  ; 
pie  in  the  metropolitan  Washington,  I 
area.  The  quarterly  dividend  was 
creased  from  280  to  320  per  share  in  J; 
ary  1977,  and  was  increased  again  to  3 
per  share  in  January  1978. 


Highlights 


1977 


1976 


Percent 
Change 


Operating  Revenue  (000)  $664,355  549,971  20.8 
Earnings  Per  Common  Share  $  1.82  1.72  5.8 
Dividends  Per  Common  Share  $      1.28         1.16  10.3 


Perry  Drug  Stores,  Inc. 

Following  record  sales  ($69.8  million)  and 
record  earnings  ($1.7  million,  or  $1.42  per 
share),  in  its  fiscal  year  ended  Oct.  31, 
1977,  Perry  in  the  three-month  period 
ended  Jan.  31,  1978,  achieved  its  best 
quarter  ever.  Profit  for  the  quarter  was  up 
24%  to  $761,279,  or  63  cents  per  share,  on 
a  sales  upturn  of  25%.  Perry  now  operates 
52  stores  in  38  Michigan  communities. 
The  60th  Perry  Drug  is  projected  for 
opening  this  year. 
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Public  Service  Electri 
and  Gas  Company 

The  nation's  third  largest  combine 
electric  and  gas  utility,  serving  over 
of  the  population  in  New  Jersey.  As 
are  over  $5.1  billion.  About  213,000  c 
mon  stockholders  are  currently  recei 
dividends  at  the  rate  of  $1.96  per  s 
annually.  PSE&G  has  paid  dividends 
tinuously  since  1907.  Newark,  New  Je 
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Puget  Sound  Power  & 
Light  Company 

An  investor-owned  utility  providing  elec- 
tricity for  over  1  million  people  in  the 
State  of  Washington,  serving  a  nine-coun- 
ty area  principally  in  the  Puget  Sound 
region.  Residential  revenues  account  for 
54%  of  total  revenues.  Gross  utility  plant 
of  more  than  $997  million.  In  1977  operat- 
ing revenues  were  $212  million.  Over  76% 
of  1977  energy  sales  were  from  hydro- 
electric sources. 
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Salem  Corporation 


Through  its  various  domestic  and  interna- 
tional subsidiaries,  Salem  Corporation  de- 
signs, engineers  and  erects  metals  heating 
and  reheating  furnaces,  coal  conveying 
and  processing  facilities,  cold  rolled  metal 
strip  processing  and  finishing  equipment, 
coke  ovens  and  coal  chemical  by-product 
plants,  anti-pollution  facilities  and  related 
products.  Net  income  of  $3,198,000  or 
$2.04  per  share  for  1977  represented  a 
continued  relatively  high  level  of  earnings 
and  ranked  second  only  to  the  record  year 
of  1976.  These  earnings  can  be  attributed  to  Salem's  improving  technolo- 
gy directed  to  the  THREE  E'S— ENERGY,  ECOLOGY  AND  ECONO- 
MY with  expansion  into  new  markets  and  expanded  services  in  existing 
markets.  129 


enues  (000) 
Income  (000) 
Income  Per  Share 
(fully  diluted) 
idends  Per  Share 


Raymond 
International  Inc. 

A  worldwide  company  specializing  in 
foundations,  heavy  marine  construction, 
design  and  engineering,  and  construction 
services.  Operating  principally  in:  energy; 
minerals  and  metals  processing;  transpor- 
tation; environment;  and  buildings. 

•  7  straight  years  of  improved  earnings 

•  3  straight  years  of  record  earnings 

•  5  straight  years  of  dividend  increases 
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12/31/77 

12/31/76 

%  Change 

$395,105 

$254,277 

+  55 

21,262 

12,219 

+  74 

3.94 

2.61 

+  51 

.92 

.43 

+  114 

Saxon  Industries, 
Inc. 


Saxon,  a  diversified  company,  manufac- 
tures and  distributes  paper  and  paper 
products,  and  manufactures  and  markets 
its  brand  of  photocopy  machines  and  sup- 
plies. In  1977  sales  from  continuing  oper- 
ations amounted  to  $511,468,000  com- 
pared with  restated  net  sales  of 
$446,806,000  for  1976,  a  14%  increase. 
Net  income  for  1977,  including  the  net-of- 
taxes  effect  of  $2,543,000  related  to  dis- 
continued operations,  amounted  to  $4,542,000,  as  against  the  prior 
year's  $4,072,000,  an  11%  increase.  Fully  diluted  1977  per-share  earn- 
ings amounted  to  $0.58  compared  with  $0.52  in  1976. 
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Richardson-Merrell 
Inc. 

Richardson-Merrell  Inc.  is  a  diversified 
pharmaceutical  company  which  produces 
proprietary  medicines  and  toiletries,  ethi- 
cal pharmaceutical,  veterinary  products, 
laboratory  and  diagnostic  chemicals  and 
plastic  packaging.  Consumer  products  in- 
clude Vicks  colds  products,  Clearasil  and 
Oil  of  Olay.  Sales  have  increased  in  each 
of  the  last  29  years.  Net  sales  in  fiscal  1977 
were  $836  million;  earnings  were  $57 
million. 
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Scholl,  Inc. 


SCHOLL,  INC 


1977  ANNUAL  REPORT 


Manufacturer  and  distributor  of  foot  and 
leg  care  products,  footwear  and  adhesive 
tapes.  Consolidated  worldwide  sales  for 
1977  reached  $216,440,000,  compared 
with  previous  high  of  $196,927,000  in 
1976.  Consolidated  net  earnings  per  share 
were  $1.75  for  1977,  compared  to  $1.17  in 
1976.  Complete  1977  Annual  Report  is 
available  upon  request.  Corporate  head- 
quarters are  located  at  213  West  Schiller 
Street,  Chicago,  Illinois  60610. 
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UNSBURfHCK, 
HUNTER, 


Rollins  Burdick 
Hunter  Co. 

Rollins  Burdick  Hunter  Co.  is  a  multina- 
tional insurance  broker  that  provides  lead- 
ing corporations  here  and  abroad  with  es- 
sential insurance,  loss  control,  and  related 
services.  Company  set  new  records  in 
1977  .  .  .  marking  eighth  year  in  a  row  for 
such  an  achievement.  Net  income  was  up 
27%;  dividends  increased  32%;  and  com- 
missions, fees  and  other  income  rose  21%. 
NASDAQ  Symbol:  RBHC 
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Sealed  Power 
Corporation 


Sealed  Power  is  a  leading  supplier  of  pis- 
ton rings,  cylinder  sleeves,  valve  tappets, 
filter  products  and  related  engine  parts  to 
the  domestic  and  international  automotive 
replacement  and  original  equipment  mar- 
kets. Net  income  in  1977  was  a  record 
$10.3  million,  or  $2.43  per  share.  Sales 
were  a  record  $207  million,  of  which  $91.7 
million,  or  45  per  cent,  represented  sales 
to  automotive  replacement  markets.  Divi- 
dends have  been  increased  in  nine  of  the  last  10  years,  with  the  current 
quarterly  rate:  25  cents. 
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Shopwell,  Inc. 

Shopwell,  Inc.  is  a  company  operating  73 
supermarkets  in  Metropolitan  New  York 
and  Southern  Connecticut.  Increased 
profits  in  1977  reflect  the  results  of  a  re- 
cent restructuring,  highlighted  by  the  dis- 
position of  20  obsolete  and  unprofitable 
units.  Management  expects  further  im- 
provements in  1978  when  the  Company 
plans  to  open  three  new  supermarkets, 
and  remodel  and  enlarge  six  existing 
stores. 


Sales 

Net  Earnings 
Earnings  Per  Share 


12/31/77 

$276,880,866 
$  519,890 
$.32 


1/1/77  %Change 
$260,596,899   +  6.2 


258,628 
$.15 


+  101 
+  113.3 
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Stauffer  Chemical 
Company 

Stauffer  posted  its  sixth  consecutive  ) 
of  higher  sales  and  earnings  in  1977.  S 
were  up  12  percent  to  $1.2  billion 
earnings  were  up  3  percent  to  $116  : 
lion,  or  $5.32  per  share.  Cash  divide) 
per  share  were  increased  to  $1.71  from! 
$1,355  paid  in  1976.  Once  primarill 
producer  of  commodity  chemkj 
Stauffer  now  is  a  leading  manufacture 
specialized  chemical  products. 
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Southern  Airways,  Inc. 

The  year  1977  was  Southern's  most  profit- 
able. Net  income  rose  to  $8.2  million, 
and  per  share  earnings  totaled  $4.76. 
These  followed  records  in  passenger 
boardings  and  revenues.  A  three-year  fa- 
cilities program  was  completed;  additional 
aircraft  went  into  service;  improved 
schedules  were  implemented;  innovative 
fares  were  introduced  to  fill  empty  seats. 
In  March  1978,  profitable  new  routes 
were  awarded.  Southern  now  enters  a  ma- 
jor growth  era. 
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Steelmet,  Inc. 

Steelmet,  Inc.,  a  leading  recycler  of  : 
ondary  metals,  achieved  admirable  res 
during  a  year  of  depressed  steel  operati 
world-wide. 

— Sales  rose  to  $143  million,  the  higll 
in  the  company's  history. 

— Earnings  were  $.64  per  share. 

— Steelmet  increased  its  share  of 
export  market  for  ferrous  scrap  to  8.52 
cent  and  for  stainless  steel  scrap  to  23 
cent. 


it 


Southern  Pacific 
Company 


l«l  |«j  j 'iff  v  til  1 


Southern 

Pacific 


Southern  Pacific  is  a  holding  company.  Its 
main  subsidiary  is  one  of  the  nation's  larg- 
est railroad  systems  (in  both  route  miles 
and  revenue)  serving  12  states  in  the  West 
and  Southwest.  Other  transportation  sub- 
sidiaries include  extensive  trucking,  pipe- 
line and  intermodal  services.  Non-trans- 
portation activities  consist  of  land 
development,  leasing,  computer  and  con- 
sulting services,  and  a  nationwide  special- 
ized communications  network  providing  private-line  customer  service. 
Southern  Pacific's  operating  revenues  in  1977  were  a  record  $2. 1  billion, 
net  income  was  a  record  $118.2  million,  or  $4.39  per  share.  The  annual 
indicated  dividend  rate  is  $2.40  per  share.  135 


SYMBOL  OF 


EXCELLENCE 

STEWRRT^URRfllR 


Stewart-Warner 
Corporation 


Stewart- Warner  Corporation  s  net  incQ 
and  sales,  for  the  second  successive  yi 
established  new  all-time  high  records 
1977.  Net  income  was  $19,425,000,  eq^ 
alent  to  $4.68  per  share.  Net  sales! 
$292,290,000  were  derived  from  a  hig 
diversified  range  of  product  groups,  de< 
oped  primarily  for  commercial  appl 
ticns  and  sold  worldwide  to  customer} 
virtually  every  industry  and  to  gove 
ment  agencies.  Cash  dividends  paid  to  shareholders  in  1977  reache 
new  high,  for  the  twenty-second  year  of  the  past  twenty-three  ye( 
1978  is  the  fortieth  consecutive  year  of  dividend  payments.  The  curii 
annual  rate  per  share  is  $2. 10.  j  « 


Standard  Brands 
Incorporated 

The  business  of  Standard  Brands  is  based 
on  a  125-year-old  tradition  as  a  supplier  of 
high-quality  food  products  to  the  world. 
The  Annual  Report  cover's  mosaic  of  well- 
known  labels  represents  the  range  and 
diversity  of  the  Standard  Brands  family  of 
fine  products — :from  peanuts  to  puddings, 
candy  to  champagne. 
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Teleflex  Incorporated 

Teleflex  designs,  manufactures,  and  : 
worldwide  remote  control  systems,  flue 
plastic  products,  and  protective  coatil 
for  aerospace,  automotive,  marine,  ind 
trial,  medical  and  nuclear  applications. 


Financial 
Highlights 


1977 


1976 


Net  Sales 
Net  Income 
Earnings 
Per  Share 


$47,670,300  $41,777,1 
$  1,790,400  $  1,211,? 


2.52 


1.72 


100 
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Tenneco 

Annua!  Report  

1977 


Tenneco  Inc. 

1977  was  another  record  year  for  Tenneco, 
the  best  in  the  company's  34-year  history. 
Operating  revenues  reached  $7.4  billion, 
up  from  $6.6  billion  in  1976.  Net  income 
was  $427  million  up  10%.  Fully-diluted 
earnings  per  share  increased  to  $4. 11  from 
$3.78.  In  view  of  this  positive  trend,  Ten- 
neco raised  its  annual  common  stock  divi- 
dend rate  to  $2.00  per  share  in  1977,  the 
sixth  consecutive  annual  increase. 
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The  Toledo 
Edison  Company 

1977 — A  breakthrough  year  at  Toledo  Edi- 
son. Our  Davis-Besse  Nuclear  Power  Sta- 
tion, Ohio's  first  full-scale  nuclear  plant, 
went  on  line,  as  did  a  new  coal  plant  in 
which  we  have  a  17%  ownership  interest. 
The  energy  picture  is  bright  in  Northwest 
Ohio. 
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Texasgulf  Inc. 

Texasgulf,  a  diversified  natural  resources 
company,  is  a  substantial  producer  of  zinc, 
silver,  cadmium,  soda  ash  and  phosphate 
fertilizer  products,  as  well  as  one  of  the 
world  s  largest  producers  of  sulphur.  It 
also  produces  copper,  potash,  lead  con- 
centrates, tin  concentrates,  oil  and  gas, 
and  forest  and  farm  products. 
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Transco  Companies, 
Inc. 

Transco,  a  transporter  and  supplier  of  nat- 
ural gas,  recorded  its  best  year  in  1977. 
Operating  revenues  and  net  income 
reached  new  highs  and  the  dividend  rate 
was  increased  twice.  The  exploration  sub- 
sidiary increased  its  activities  and  new 
offshore  pipeline  projects  were  complet- 
ed, making  new  supplies  available  to  the 
company's  interstate  natural  gas  pipeline 
system. 
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Texas  International 
Airlines,  Inc. 


1977  was  a  record  year  for  Texas  Interna- 
tional Airlines.  Net  earnings  were 
$7,993,000  or  $1.48  per  share,  compared 
to  $3,214,000,  or  $.66  per  share,  in  1976. 
Revenues  increased  20%  to  $144.8  mil- 
lion. Passenger  revenues  expanded  20%  to 
$122  million  and  passengers  carried  grew 
an  industry-leading  25%,  surpassing  for 
the  first  time  the  three  million  level.  Inno- 
vative reduced  rate  "Peanuts  Fares",  in- 
duced in  all  major  markets  during  1977,  generated  substantial  new 
1  profitable  traffic.  Texas  International  Airlines  Common  Stock  is  now 
ed  on  the  American  Stock  Exchange.  Our  new  trading  symbol  is 

EX  143 


Tyler  Corporation 

A  17%  gain  in  fully  diluted  earnings  per 
share  to  $3.65  for  1977  capped  five-  and 
ten-year  compound  growth  rates  of  25% 
and  20%,  respectively.  Tyler  (NYSE)  also 
achieved  a  20.9%  return  on  equity,  the 
seventh  consecutive  year  in  which  an  18% 
return  was  exceeded.  Tyler  provides  in- 
dustrial customers  with  construction  ma- 
terials, heavy  hauling  services  and  com- 
mercial explosives.  Annual  dividend  rate: 
$.70  per  share. 
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uideposts  to  the  future 

)  a  large  extent,  any  company  seeking  to 
terest  prospective  investors  has  to  stand  on 
ist  performance.  Annual  reports  are  records 
this  performance.  If  you  are  looking  for  a 
urce  of  future  earnings,  look  into  these 
ports. 


U.S.  Industries,  Inc. 


rl  1 


During  1977,  earnings  per  share  increased 
to  $1.25  from  760  as  USI  continued  to 
streamline  operations  in  four  markets:  in- 
dustrial (40%  of  operating  profits),  build- 
ing and  furnishings  (44%),  apparel  (13%), 

H«  and  health  and  leisure  (3%).  Total  debt 

IPf  was  decreased  to  28%  of  net  tangible  as- 
sets and  the  annual  common  stock  divi- 
dend rate  increased  to  520  from  400.  Yield 
6.2%,  P/E  7  at  8%. 
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Unarco  Industries,  Inc. 


Unarco  Industries,  Inc.  reported  record 
sales  for  1977.  Sales  of  $183,152,689 
topped  the  previous  high  recorded  in  1974 
and  were  up  11.2%  from  $164,684,662  in 
1976.  Net  income  declined  from 
$6,688,297  in  1976  to  $5,626,586  in  1977. 
Net  income  per  share  was  $1.75  in  1977 
vs.  $2.08  in  1976.  Unarco  Industries  is  a 
diversified  fabricator  of  steel  products, 
principally  welded  steel  tubing.  Other  op- 
erating units  manufacture  railroad  prod- 
ucts, towers,  commercial  storage-  racks, 
supermarket  equipment,  residential  sinks  and  exterior  safety  lights  for 
recreation  vehicles.  "UNR"  on  N.Y.S.E. 
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Managing 
Technology 
For  Record 
Profits,  Sales 
&  Dividends. 


United  Technologies 
Corp. 

Operating  results  in  1977  were  the  besl 
the  history  of  this  diversified,  multi-m 
ket  designer  and  builder  of  high-technc 
gy  products.  In  the  past  five  years,  ea 
ings  have  climbed  237%  to  $196  millij 
while  sales  have  grown  142%  to  $5 
billion.  Year-end  backlog  reached  a  rea 
$6.6  billion.  The  R&D  investment  in 
was  more  than  $1  million  a  day,  with  Rfl 
spending  projected  at  over  $2  billion  01 
the  next  five  years. 
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United  Bank  New  York 

Service  from  a  strong  base  .  .  . 

For  the  year  1977: 

•  Return  on  average  assets — 1. 15% 

•  Average  capital  —  11.39%  of  average 
deposits 

•  Net  income— $18,689,740 

•  Average  assets— $1,618,923,000 

And  growing  for  better  service! 
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Universal  Instruments 
Corporation 

A  leading  company  in  the  design  and  m 
ufacture  of  machines  for  processing,  pal 
aging  and  the  automatic  insertion  of  el 
tronic  components  into  printed  ciro 
boards.  In  addition,  Universal  perfon 
contract  assembly  services  utilizing  s» 
equipment.  1977  sales  were  $39,756,0) 
up  51%  from  the  prior  year,  and  earni) 
were  $4,582,000,  or  $2.95  per  share 
94%  from  1976.  Traded  OTC,  Sym 
UNIN. 


(IN1TFD  EMEKCV 
RESOLKIF.S,  INC. 
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Operating  Revenues  (000) 
Net  Income  (000) 
Earnings  Per  Share 
Dividends  Declared  Per  Share 


United  Energy 
Resources,  Inc. 

United  Energy  Resources'  principal  busi- 
ness units  are  engaged  in  interstate  gas 
transmission  (United  Gas  Pipe  Line  Co.), 
intrastate  gas  transmission  (United  Texas 
Transmission  Co.),  and  oil  and  gas  explo- 
ration, development  and  production  (Cot- 
ton Petroleum  Corp.).  United  Energy's 
net  income  of  $74  million  in  1977  was 
triple  the  earnings  of  1974.  Stock  Listing: 
UnEnRes.  NYSE  and  PSE:  UER. 
1977  1976 
$1,676,003  $1,126,984 
74,017  52,815 

6.28  4.58  jgQ 


Varlen  Corporation 


1.72 


1.32 


Varlen — one  of  the  largest  OEM  manul 
turers  of  custom  tubular  products, 
most  comprehensive  domestic  producej 
loose  leaf  metals;  manufactures  equipm 
for  railroad  freight  cars,  rail  anchors,  aj 
culture  components,  highly  enginee 
pressure  vessels  for  hydrocarbon  and  p 
cess  industries,  rebuilds/reconditions 
comotives  and  major  parts  of  heavy  d| 
diesel  engines;  manufacturer  and  c 
structor  of  large  field  storage  tanks.  Sa 
for  1977  were  71.3  million,  earnings  w 
3.8  million  or  $1.31  per  share  up  31%  over  the  previous  year. 
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United  Inns,  Inc. 


One  of  the  world's  largest  licensees  of 
Holiday  Inns.  Owns,  operates  34  Holiday 
Inns,  17  Mr.  Pride  Car  Washes,  Gaines 
Furniture  Manufacturing  Co.  1977  rev- 
enue was  $92,359,341  up  10%  over  1976. 
Net  income  was  $5,459,012  or  $1.35  per 
share,  up  47.5%.  Rooms  in  operation  at 
end  of  fiscal  year,  8,278.  Three  year 
planned  expansion  will  add  10  Holiday 
Inns  and  7  Mr.  Pride  Car  Washes  to  oper- 
ations. First  quarter  1978  revenues  of 
$23,580,529  up  18.5%  over  1977.  Net  in- 
come was  $1,225,202  a  rise  of  88.9%  over  the  first  quarter  of  1977. 
Currently  paying  4.5  cents  quarterly  dividend.  NYSE  Stock  Symbol  UI. 
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Vermont  American 
Corporation 

Vermont  American  achieved  its  sixth  cj 
secutive  record  year  in  1977  with  earnil 
of  $2.78  per  share  on  sales  of  $138  millil 
Return  on  equity  was  25%.  During  the 
years  under  present  management,  s? 
and  net  income  both  grew  at  compoi 
average  annual  rates  of  20%.  Vermi 
American,  based  in  Louisville,  is  a  mai 
facturer  of  precision  cutting  tools  for  c 
sumer  and  industry. 
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Vishay 

Intertechnology,  Inc. 

Vishay  had  record  sales  and  pre-tax  earn- 
ings (from  continuing  operations)  in  1977, 
with  business  accelerating  in  the  first  half 
of  fiscal  1978.  Vishay,  with  markets  world- 
wide, is  a  manufacturer  of  stress  analysis 
products  and  systems  for  a  broad  range  of 
industries;  and  of  resistive  components  for 
precision  instruments  and  specialized 
computers. 

6  Mos.  Ended  Dec.  31,  


earnings 

ings  per  share 


1977 

$10,994,000 
981,000 
$.46 


1976 

5,351,000 
404,000 
$.19 


+  31% 
+  143% 
+  143% 
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wilson's 


H.  J.  Wilson  Co.,  Inc. 

For  nineteen  consecutive  years  record 
sales  and  earnings  have  been  achieved, 
growing  at  compound  annual  growth  rates 
of  36%  and  34%  respectively  since  the 
Company  went  public  in  1971.  The  Com- 
pany is  one  of  the  nation's  leading  catalog 
showroom  merchandisers  of  nationally  ad- 
vertised name  brand  hardgoods  and  jewel- 
ry, operating  34  stores  that  span  the 
South. 


Sales  (000) 
Net  Earnings  (000) 
Earnings  Per  Share 
Dividends  Per  Share 


12/31/77 
$154,290 
8,039 
2.60 
.15 


12/31/76 
$116,801 
6,118 
1.99 


%  Change 
+32 
+31 
+31 
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Voplex  Corporation 

Sales  and  earnings  for  the  Rochester- 
based  manufacturer  reached  record  highs 
in  1977.  Sales  jumped  to  $29,414,475  .  .  . 
up  40%  from  1976,  and  more  than  double 
1975:  Net  earnings  soared  to  $2,889,834 
or  $2.65  per  share.*  Voplex  manufactures 
highly  engineered  plastic  products  and 
coatings  serving  a  variety  of  industries. 
*Adjusted  for  2-for-l  stock  split  6/15/77 


Wisconsin  Power 
and  Light  Company 

Operating  revenues  increased  11.3%  over 
1976  to  $272  million.  Earnings  on  com- 
mon stock  rose  to  $2.30  per  share  com- 
pared to  $2.24  per  share  in  1976  and  $1.93 
in  1975.  Dividends  paid  on  common  dur- 
ing 1977  totaled  $1.62,  including  a  2  cent 
increase  to  42  cents  per  share,  beginning 
with  the  fourth  quarter. 
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Wallace  Murray 
Corporation 

In  1977,  Wallace  Murray  established  an- 
other earnings  record.  Its  sales  ap- 
proached a  half  billion  dollars,  and  it  com- 
pleted one  of  the  largest  acquisitions  in  its 
history.  Including  1975,  income  from  con- 
tinuing operations  has  increased  by  85% 
on  a  69%  increase  in  sales.  Common  stock 
dividends  rose  from  600  in  1974,  to  $1.20 
in  1977. 
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WYLE  LABORATORIES 

1978  ANNUAL  REPORT 


Wyle  Laboratories 

Wyle  continued  to  prosper  in  fiscal  1978 
with  record  operating  results  and  sound 
long-term  progress.  During  the  past  five 
years,  sales  increased  90%  and  income  per 
share  from  continuing  operations  rose 
148%.  Activities  include  electronic  com- 
ponents distribution,  industrial  manufac- 
turing, transportation,  and  scientific  ser- 
vices and  systems. 


Sales  (000) 
Net  Income  (000) 
Net  Income  Per  Share 
Dividends  Per  Share 


1/31/78 
$176,000 
4,059 
1.19 

.32 


1/31/77 
$146,000 
3,710 
1.11 

.28 


1/31/76 
$120,000 
2,003 
.62 
.24 
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Wehr  Corporation 

1977  Before  Tax  Earnings  increased  13.9% 
to  $4,735,000  including  the  absorption  of  a 
$748,000  depreciation  increase  resulting 
from  a  major  expansion  of  the  foundry 
division.  Sales  increased  15.3%  to  $53  mil- 
lion. Wehr  is  an  expansion-minded  corpo- 
ration serving  the  machinery  and  compo- 
nent markets  with  electric  motor  brakes, 
magnetic  equipment  and  presses,  and 
casteel  products;  and  the  environmental 
equipment  markets  with  air  distribution 
equipment,  filters,  humidifiers,  pollution 
control  instrumentation  and  energy  recov- 
ery equipment. 
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Barnes  Group  Inc. 

World's  largest  springmaker  and  leading 
national  distributor  of  consumable  repair 
and  replacement  parts  completed  its  sixth 
consecutive  year  of  record  sales  and  earn- 
ings in  1977.  Earnings  increased  13%  to 
nearly  $13  million  on  sales  of  $287  million, 
up  19%  over  the  previous  year.  Per  share 
income  rose  to  $2.88  from  $2.54  in  1976. 
Further  diversification  was  achieved  with 
acquisition  of  major  East  Coast  distributor 
of  auto  and  hardware  items  to  .mass 
merchandisers. 
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These  Advertisers  Are  Offering  You 
Their  Annual  Reports  Without  Cost 


Please  circle  on  one  of  the  insert  cards  on  the  adjoining  page  the  number  of 
each  company  listed  below  whose  annual  report  you  would  like  to  receive. 


1. 

AMP  Incorporated 

55. 

Gateway  Industries,  Inc. 

110.  NICOR  Inc. 

2. 

Aetna  Life  &  Casualty 

56. 

Gearhart-Owen  Industries,  Inc. 

111.  Northern  Natural  Gas  Company 

3. 

Alcan 

57. 

General  Cable  Corporation 

112.  Northwest  Energy  Company 

4. 

Allegheny  Airlines,  Inc. 

58. 

General  DataComm  Industries,  Inc. 

113.  Numac  Oil  &  Gas  Ltd. 

5. 

Allis-Chalmers  Corporation 

59. 

GTE 

114.  Olinkraft,  Inc. 

6. 

Amcord,  Inc. 

60. 

Georgia-Pacific 

115.  Overseas  Shipholding  Group,  Inc. 

7. 

Amdahl  Corporation 

61. 

W.  R.  Grace  &  Co. 

1 16.  Pacific  Power  &  Light  Company 

8. 

Amedco  Inc. 

62. 

Grow  Chemical  Corp. 

117.  Parker  Hannifin  Corporation 

9. 

American  Filtrona  Corporation 

63. 

Gulf  Energy  Corporation 

1 18.  Pennsylvania  Power  &  Light  Company 

10. 

American  General  Insurance  Company 

64. 

Frank  B.  Hall  &  Co.,  Inc. 

119.  Peoples  Gas  Company 

11. 

Applied  Digital  Data  Systems  Inc. 

65. 

Harsco  Corporation 

120.  Perry  Drug  Stores,  Inc. 

12. 

Argonaut  Energy  Corporation 

66. 

Hexcel 

121.  Philadelphia  Electric  Company 

13. 

Arkansas  Best  Corporation 

67. 

Hillenbrand  Industries,  Inc. 

122.  Pope  &  Talbot 

14. 

Ashland  Oil,  Inc. 

68. 

Geo.  A.  Hormel  &  Co. 

123.  Potomac  Electric  Power  Company 

15. 

AVEMCO  Corporation 

69. 

Houdaille  Industries,  Inc. 

124.  Public  Service  Electric  and  Gas  Company 

16. 

Baldor  Electric  Company 

70. 

IU  International 

125.  Puget  Sound  Power  &  Light  Company 

17. 

Beech  Aircraft  Corporation 

71. 

Insilco  Corporation 

126.  Raymond  International  Inc. 

18. 

Belco  Pollution  Control  Corporation 

72. 

Integon  Corporation 

127.  Richardson-Merrell  Inc. 

19. 

Bucyrus-Erie  Company 

73. 

Interlake,  Inc. 

128.  Rollins  Burdick  Hunter  Co. 

20. 

Carrier  Corporation 

74. 

International  Harvester 

129.  Salem  Corporation 

21. 

Carson  Pirie  Scott  &  Co. 

75. 

Iowa  Electric  Light  &  Power  Company 

130.  Saxon  Industries,  Inc. 

22. 

Castle  &  Cooke,  Inc. 

76. 

Iowa  Power  &  Light  Company 

131.  Scholl,  Inc. 

23. 

Chesebrough-Pond's  Inc. 

77. 

Fred.  S.  James  &  Co.,  Inc. 

132.  Sealed  Power  Corporation 

24. 

Chicago  Bridge  &  Iron  Company 

78. 

Jefferson-Pilot  Corporation 

133.  Shopwell,  Inc. 

25. 

Chieftain  Development  Co.  Ltd. 

79. 

Knight-Ridder  Newspapers,  Inc. 

134.  Southern  Airways,  Inc. 

26. 

Clark  Oil  &  Refining  Corp. 

80. 

Koppers  Company,  Inc. 

135.  Southern  Pacific  Company 

27. 

Clausing  Corporation 

81. 

Kustom  Electronics,  Inc. 

136.  Standard  Brands  Incorporated 

28. 

Colt  Industries 

82. 

The  Lamson  &  Sessions  Co. 

137.  Stauffer  Chemical  Company 

29. 

The  Columbia  Gas  System,  Inc. 

83. 

Lawson  Products,  Inc. 

138.  Steelmet,  Inc. 

30. 

Commercial  Alliance  Corporation 

84. 

Leggett  &  Piatt,  Incorporated 

139.  Stewart-Warner  Corporation 

31. 

Community  Psychiatric  Centers 

85. 

Lenox,  Incorporated 

140.  Teleflex  Incorporated 

32. 

Computer  Sciences  Corporation 

86. 

The  Limited  Stores,  Inc. 

141.  Tenneco  Inc. 

33. 

Consolidated  Freightways,  Inc. 

87. 

Lincoln  National  Corporation 

142.  Texasgulf  Inc. 

34. 

Consolidated  Natural  Gas  Company 

88. 

Long  Island  Lighting  Company 

143.  Texas  International  Airlines,  Inc. 

35. 

Consolidated  Papers,  Inc. 

89. 

Louisiana-Pacific 

144.  The  Toledo  Edison  Company 

36. 

The  Continental  Corporation 

90. 

McDonough  Co. 

145.  Transco  Companies,  Inc. 

37. 

Cronus  Industries,  Inc. 

91. 

Marion  Corporation 

146.  Tyler  Corporation 

38. 

Crum  and  Forster 

92. 

The  Marley  Company 

147.  U.  S.  Industries,  Inc.  j 

39. 

Delhi  International  Oil  Corporation 

93. 

Masco  Corporation 

148.  Unarco  Industries,  Inc. 

40. 

The  Diversey  Corporation 

94. 

Oscar  Mayer  &  Co.,  Inc. 

149.  United  Bank  New  York 

41. 

Dun  &  Bradstreet  Companies,  Inc. 

95. 

Medenco,  Inc. 

IP 

150.  United  Energy  Resources,  Inc. 

42. 

Duro-Test  Corporation 

96. 

Mesa  Petroleum  Co. 

151.  United  Inns,  Inc. 

43. 

Easco  Corporation 

97. 

Midland-Ross  Corporation 

152.  United  Technologies  Corp. 

44. 

Eaton  Corporation 

98. 

Millipore  Corporation 

153.  Universal  Instruments  Corporation 

45. 

The  Echlin  Manufacturing  Company 

99. 

Minnesota  Power  &  Light  Company 

154,  Varlen  Corporation 

46. 

EDO  Corporation 

100. 

Missouri  Pacific  Corporation 

155.  Vermont  American  Corporation 

47. 

A.  G.  Edwards  &  Sons,  Inc. 

101. 

Modular  Computer  Systems,  Inc. 

lit 

156.  Vishay  Intertechnology,  Inc. 

48. 

ENSERCH  Corporation 

102. 

Mohasco  Corporation 

157.  Voplex  Corporation 

49. 

Fisher  Foods,  Inc. 

103. 

Moog  Inc. 

158.  Wallace  Murray  Corporation 

50. 

Franklin  Electric 

104. 

Morrison-Knudsen  Co.,  Inc. 

159.  Wehr  Corporation 

51. 

Fruehauf  Corporation 

105. 

The  L.  E.  Myers  Co.  Group 

160.  H.  J.  Wilson  Co.,  Inc. 

52. 

H.  B.  Fuller  Company 

106. 

NL  Industries,  Inc. 

161.  Wisconsin  Power  and  Light  Company 

53. 

Galveston-Houston  Company 

107. 

National  Distillers  &  Chemical  Corporation 

162.  Wyle  Laboratories 

54. 

Gannett  Co.,  Inc. 

108. 

Niagara  Share  Corporation 

163.  Barnes  Group  Inc. 

109. 

Nicolet  Instrument  Corporation 
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For  years,  the  important 
hing  in  my  life  was  gloss. 
Now  Ifs  texture/ 

—Frank  Stiefel 
Representative, 
TV  Production  Company 


"Not  too  long  ago,  I  wanted  to  live  in  a 
Macular  place  and  have  hot  and  cold  run- 
%  women.  And  have  a  fancy  car.  All  the 
igs  to  let  people  know  how  terrific  Frank 
ifel  was. 

"I  could  have  fantasized  having  a  house 
the  fantasy  would  have  been  people  going 
laying,  'Oh,  wow,  that's  Frank's  house!' 
t's  what  the  importance  of 
house  would  have  been,  as 
mbol  of  success  or  achieve- 
lt  or  whatever. 

"Now  there  are  other 
ils  to  my  life,  feelings  like 
low  and  quiet.  It  has  noth- 
to  do  with  spending  or  not 
iding  money,  either, 
eve  me,  I  can  afford  most 
gs.  There's  never  been  a 
se  of  'I  can't  afford  it'  in  my 
It's  just  that  my  enjoy- 
its  are  different  and,  I 
w,  deeper. 

"We  bought  a  summer 
>e,  BJ  and  me,  the  lady  I 
•e  my  life  with.  The  thing  I 
ly  loved  was  one  day,  the 
weekend  we  were  there,  we  woke  up 
•re  dawn  and  watched  the  sun  break  and  it 
fabulous.  It  didn't  make  the  property 
e  expensive.  But  I  got  an  enormous  sense 
"ide,  of  belonging,  of  experiencing  that 
se. 

"My  reaction  to  things  now  is  how  do  I 
about  them,  not  how  does  the  world  feel 
it  my  having  them.  The  things  I  buy  these 
I 1  really  enjoy.  Proof  of  that  is  that  I 


really  take  better  care  of  the  things  I  buy  today. 

"What  I  want  for  myself  now  is  some- 
thing that's  not  a  satin  finish.  It's  got  nubs  and 
textures. 

"Am  I  still  a  PLAYBOY  reader?  Interest- 
ingly enough,  I  still  am,  through  all  my 
changes.  I  never  really  thought  about  it  till 
you  asked  me,  but  I  guess  they've  gone 
through  some  significant 
changes  too.  I  think  texture's 
lot  more  important  to 
them,  too,  these  days." 

Right  you  are,  Frank 
Stiefel.  Like  no  other  magazine 
we  at  PLAYBOY  understand  the 
changing  perceptions,  the  "tex- 
ture" in  the  lives  of  today's 
young  men.  Which  helps  us 
edit  a  magazine  more  men  read 
than  any  other  men's 
magazine. 

And  it's  this  texture,  this 
willingness  to  experience  life  in 
new  ways,  that  makes  our 
readers  the  most  vibrant  group 
of  prospects  American  business 
has  been  blessed  with  since 
the  post-World  War  II  boom. 

And  you  can  reach  many  more  of  them 
for  your  advertising  dollar  in  PLAYBOY  than  in 
any  other  men's  magazine,  news  weekly  or 
sportsweekly. 

68%  more  male  readers  for  your  dollar 
than  in  Newsweek. 

90%  more  for  your  dollar  than  in  Sports 
Illustrated. 

114%  more  for  your  dollar  than  in  Time. 


The  Playboy  reader. 
His  lust  is  lor  life. 


Source:  TGI,  Fall,  1977,  Playboy.       PLAYBOY  is  a  mark  of  Playboy,  Reg.  U.  S.  Pat.  Off.  ©  1978,  Playboy. 
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Memo  To  People  Who  Are  Shorting 
The  U.S.  Dollar:  Believe  It  Or  Not, 
The  Energy  Situation  Is  Improving 


20 


TOTAL  DOMESTIC  DEMAND 


15 


10 


would  be  foolish  to  deny  the  U.S.  has  a  serious  energy 
ablem,  but  it  is  equally  foolish  to  assume  the  nation  is 
ading  for  disaster  and  the  dollar  is  headed  for  the  interna- 
nal  subbasement.  The  truth  is  that  we  are  making  progress. 
Pump  station  number  8  on  the  Trans-Alaska  pipeline  went 
ck  on  stream  recently,  repaired  after  last  year  s  explosion, 
at  lopped  about  $1.6  billion  off  the  U.S.  trade  deficit  for 
78.  The  pipeline  now  carries  about  400,000  more  barrels  of 
per  day  than  the  730,000  it  had  been  moving  from  the  North 
>pe  fields  to  the  tanker  port 
Valdez. 

Primarily  because  Alaska 
jduction  of  crude  is  rising, 
S.  oil  imports  this  year 
juld  average  only  about 
1-million  barrels  a  day, 
wn  from  last  year's  8.7  mil- 
n.  A  drop  in  the  bucket, 
t  a  big  drop.  Why  hasn't 
ire  been  more  of  a  splash? 
r  the  same  reason  that  offi- 
ls  at  the  Department  of 
lergy  were  reluctant  to  con- 
n  that  January  and  Febru- 
1  imports  were  fully  15% 
low  those  for  the  same 
mths  in  1977.  The  govern- 
:nt  and  the  oil  industry 
n't  want  the  public  to  re- 
— good  news  is  relaxing. 
U.S.  energy  imports  will 
down  about  4.6%  this 
ir,  which  means  a  saving  of 
3Ut  $2  billion  in  foreign  ex- 
mge,  which  marks  a  deci- 
e  reversal  of  the  two-year 
ward  trend  in  imports 
iich  has  seen  the  level  rise 
>re  than  40%. 

Of  course,  the  long-term  outlook  is  still  bleak.  But  domestic 
production  is  no  longer  dropping,  as  it  had  been  for  seven 
irs.  And  the  economy  will  not  be  growing  as  fast  as  it  did  in 
76  and  1977,  so  the  increase  in  energy  use  will  slow, 
rhis  is  being  ignored  by  those  who  sell  the  dollar  short,  are 
>aning  and  groaning  about  America  squandering  our  birth- 
ht  for  a  mess  of  Arab  oil.  But  in  the  end,  people  will  no 
iger  be  able  to  ignore  the  hopeful  signs.  Smart  people  will 
:ognize  them  right  now. 

Hie  uncertainty  over  American  energy  policy  is  going  to  end 
>ner  than  most  people  think. 

rhe  final  Panama  Canal  treaty  vote  in  April  freed  Carter  to 
without  risk  of  alienating  a  critical  vote.  Treasury  Secretary 
Michael  Blumenthal  has  urged  the  President  to  impose  a 
on  imported  oil  if  Congress  continues  to  balk  at  the  crude 
equalization  tax.  So  have  other  officials,  including  new 

deral  Reserve  Chairman  William  Miller.  Energy  Secretary 


Has  Anyone  Noticed? 

Because  of  Alaska  production,  oil  imports  will  drop 
this  year.  With  slower  economic  growth  and  more 
conservation,  they  won't  soon  take  off  again. 


DOMESTIC  PRODUCTION 


'72 


'73 


'74 


75 


James  Schlesinger  keeps  holding  out  hope  Congress  will  act, 
and  so  far  has  persuaded  Carter  not  to  impose  the  fee. 

But  time  has  all  but  run  out  on  the  delays.  Congress  has  had 
a  full  year  to  chew  on  Carter's  energy  package.  For  his  part, 
Carter  dare  not  go  to  the  economic  summit  meeting  in  Bonn  in 
July  with  the  energy  issue  still  hanging  fire. 

Sometime  in  the  next  few  weeks,  then,  there  will  be  a  tax  on 
crude  oil  or  a  fee  on  imports.  One  way  or  another  the  average 
price  of  crude  oil  in  the  U.S.  will  begin  a  rise  toward  world 

levels.  That  price  today,  in- 
cluding imports,  is  about 
$12.20.  Imports  alone  sell  for 
about  $14.60.  A  $2.40  gap 
will  be  closed. 

The  crude  oil  tax,  as  origi- 
nally proposed,  would  close 
the  gap  in  three  years.  Pre- 
sumably, a  fee  on  imports 
would  be  phased  in  gradually, 
too,  to  spread  the  inflationary 
impact.  Deciding  how  high  to 
set  the  import  fee  is  giving 
Administration  planners  fits. 
If  all  domestic  crude  oil  prices 
were  controlled,  it  would  be 
simple,  but  they  are  not. 

Output  from  stripper 
wells — those  producing  ten 
barrels  or  less  a  day — is  free 
from  all  controls.  That 
amounts  to  about  1.1  million 
barrels  a  day.  Alaska  oil  can  be 
priced  up  to  nearly  $11  at  the 
wellhead  today.  But  since  it 
costs  about  $8  a  barrel  to  get  it 
to  the  Gulf  Coast,  where  it 
competes  with  $14  imported 
crude,  the  actual  wellhead 
price  is  between  $6  and  $7. 
An  import  fee  of,  say,  $4.50  a  barrel  would  not  help  producers 
of  "old"  or  "new"  oil,  whose  price  is  controlled.  But  it  would 
enable  owners  of  stripper  wells  and  of  North  Slope  oil  to  raise 
prices  by  $4.50  a  barrel — since  the  price  of  imported  oil,  in 
effect,  controls  the  selling  price  of  these  two  categories  of  oil. 
Raising  average  oil  costs  in  the  U.S.  would  encourage  conserva- 
tion. And  it  could  raise  $14  billion,  which  Carter  could  use  for  a 
cut  in  income  taxes.  This  is  not  decontrol — the  preferred  free 
enterprise  solution — but  it  is  action. 

Secretary  of  the  Treasury  Blumenthal  reportedly  would  like 
to  set  the  import  fee  high  enough  to  raise  average  U.S.  crude 
prices  above  world  levels  and  to  show  other  countries  the  U.S. 
really  means  business.  They  are  demanding  the  U.S.  act  on 
energy.  And  they're  about  to  get  what  they  want.  But  nobody 
seems  to  have  noticed.  If  you  are  holding  back  on  investments 
because  you  are  worried  about  oil  and  the  dollar,  this  is  a  very 
good  time  to  stop  worrying  and  start  to  invest.    — John  Berry 


IMPORTS  OF  CRUDE  OIL 
AND  PRODUCTS 


Data:  Dept.  of  Energy 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


The  Money  Is  There 

By  Ben  Weberman 

44 . .  .  Gradually  the  market  is  turning  from  a  dominantly 
bearish  attitude  to  a  cautiously  neutral  one  . . ." 


\ 

I  Msk  any  investment  banker  or  com- 
mercial banker.  They'll  tell  you  that 
those  who  lend  money  are  flush  with 
funds.  One  hitch:  The  lenders  are  reluc- 
tant to  put  the  money  to  work  in  long- 
term  commitments  because  of  scare  sto- 
ries about  inflation  and,  more  important, 
because  of  a  widely  held  belief  that  the 
Carter  Administration  is  only  superficial- 
ly committed  to  fighting  inflation. 

In  other  words,  the  money  is  there, 
but  the  existing  psychology  favors  buyers 
of  bonds,  not  sellers.  The  moment  the 
professionals  become  more  optimistic 
about  the  possibilities  of  holding  down 
inflation,  bond  prices  will  rise  substan- 
tially. The  consensus  among  money 
managers  is  that  the  inflation  rate  could 
get  as  high  as  8%  this  year,  bringing 
bond  yields  of  10%  or  more.  I  don't  think 
this  will  happen.  I  am  less  optimistic 
than  I  was  a  year  ago  about  bringing  the 
inflation  rate  down  below  6%,  but  I  don't 
expect  it  to  go  much  above  6.5%. 

The  present  gloom  arises  largely  from 
the  big  jumps  in  the  price  indices  during 
January  and  February,  which  many  ana- 
lysts, taking  the  easy  path,  simply  pro- 
jected for  the  full  year.  They  forget  that 
part  of  the  bulge  in  prices  was  caused  by 
the  icy  winter — precisely  as  in  1977 
when  ice  and  snow  and  frigid  tempera- 
tures pushed  the  price  indices  higher, 
only  to  have  them  slow  their  rate  of 
increase  with  the  spring  thaws.  I  look  for 
1977  s  experience  to  be  repeated  in 
1978:  A  bad  winter  bringing  bad  inflation 
figures  and  the  crocuses  and  daffodils 
bringing  relief.  We're  seeing  it  already. 
February's  inflation  rate,  annualized, 
was  12%,  but  March's  inflation  rate  was 
only  7%.  The  rate  should  drop  a  bit 
further  in  the  months  ahead  and  stay 
down  around  6.5%.  Once  this  happens, 
there  will  be  a  rush  to  invest  and  bond 
prices  will  rise. 


Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


Why  do  I  so  confidently  predict  lower 
bond  yields  (meaning  higher  bond  prices) 
when  inflation  is  so  clearly  not  under 
control?  Essentially,  because  this  is  not 
your  normal  inflation  with  too  much 
money  chasing  too  few  goods  and  ser- 
vices. There  is  no  shortage  of  goods  and 
services;  nobody  is  chasing  them.  Prices 
are  going  up  largely  because  of  what 
Congress  is  doing:  things  like  higher 
Social  Security  taxes;  higher  minimum 
wages;  giveaways  to  the  farmers;  protec- 
tion for  inefficient  domestic  producers  of 
goods.  All  these  things  drive  up  prices 
and  result  in  what  we  call  inflation.  Under 
these  circumstances,  the  ordinary  medi- 
cine of  tight  money  isn't  likely  to  work 
against  inflation — whatever  the  doctri- 
naire monetarists  may  think.  Therefore, 
it  probably  wouldn't  do  much  good  for  the 
Federal  Reserve  to  tighten  credit.  If  it 
did,  it  might  tip  the  economy  into  reces- 
sion. Consumer  buying  is  sputtering. 
Business  inventories  and  capital  spend- 
ing remain  quiet. 

Demand  for  bank  loans  remains  soft, 
so  there  is  a  real  question  as  to  whether 
increases  in  the  federal  funds  rate  that 
are  much  above  the  present  6%%  rate 
would  reduce  credit  demand  further. 
What  would  the  Fed  gain  by  leaning  on 
the  private  sector,  which  is  not  the  real 
villain  right  now? 

What  I'm  saying  is  that  the  Federal 
Reserve  Board's  new  chairman,  G.  Wil- 
liam Miller,  would  be  making  a  serious 
mistake  if  he  tightens  money  much  fur- 
ther. He  would  hurt  the  private  sector — 
already  a  bit  sluggish — and  wouldn't 
touch  the  inflationary  public  sector.  I 
think  Bill  Miller,  who  is  a  businessman 
himself,  realizes  this. 

There  is  a  good  chance  the  Fed  will 
tighten  credit  enough  to  raise  the  funds 
rate  to  llA%  by  midyear.  That  should  be 
the  end  of  it.  Thereafter,  look  for  some 
softening  of  interest  rates. 

Why  don't  the  big  institutional  inves- 
tors realize  this?  Why  are  they  holding 
back  and  keeping  long-term  interest 
rates  high?  Partly  because  they  play  a 
short-term  game  with  long-term  invest- 
ing. In  a  weak  bond  market,  they  find 


that  if  they  hold  back  from  buying  new 
offerings,  they  can  snatch  a  few  extra 
basis  points  as  underwriters  cut  prices  to 
move  inventory. 

This  attitude  was  evident  recently! 
when  one  of  the  major  investment  bank-) 
ing  houses  negotiated  to  sell  a  $100) 
million  long-term  bond  issue  privately  tc 
a  group  of  insurance  companies.  Greal 
difficulties  were  encountered  in  the  pro- 
cess because  the  insurance  companies 
resisted  the  8.75%  return  they  were  of 
fered.  Finally,  the  investment  bankei 
and  the  issuer  gave  in.  They  agreed  U 
pay  8.88%  interest.  At  the  new,  mor< 
generous  level,  demand  was  so  heavy 
that  the  offering  was  raised  to  $150  mil 
lion  and  orders  still  went  unfilled. 

Gradually  the  market  is  turning  from  ; 
dominantly  bearish  attitude  to  a  cau 
tiously  neutral  one  as  word  gets  arounq 
about  the  huge  sums  available  for  invest) 
ment.  Real  estate  borrowers  find  it  easy 
to  get  financing  at  steady — not  rising- 
interest  rates. 

In  this  atmosphere,  however,  the  difi 
ference  in  yield  between  highest-gradJ 
taxable  securities  and  that  on  medium 
grade  issues  is  unusually  narrow.  A  Trea 
sury  bond  yielding  8.35%  every  year  t< 
2005  will  never  go  into  default.  On  th| 
other  hand,  an  A-quality  electric  unit) 
bond  due  in  2008,  such  as  Long  Islan< 
Lighting  or  Interstate  Power,  shouli 
not,  but  no  one  can  say  will  not,  eve) 
default.  These  bonds  yield  9.4%  anj 
9.1%,  respectively. 

For  the  difference,  I  would  stick  wit] 
the  highest-quality  debt  securities. 

To  sum  up,  I  suspect  that  preset 
bond  prices  and  yields  already  discount 
further  tightening  of  the  federal  fund 
rate  by  the  Fed  and  so  the  returns  ol 
long-term  bonds  are  probably  close  tj 
their  highs  for  this  year.  I  would  not  wai 
too  long  to  buy  long  bonds:  Treasurie 
now  yielding  8.35%  or  Aaa-quality  coi 
porates  carrying  a  yield  of  8.8%.  Th 
maximum  reward  for  waiting  is  probabl 
only  another  10  or  15  basis  points. 

If  you  don't  think  that  waiting  ffl 
0. 15%  or  so  of  additional  return  is  all  ths 
important,  take  your  stand  now.  ■ 
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In  1977  we  returned  20.4%  on  share- 
holders equity  (average  at  beginning  and 
end  of  year).  And  our  five-year  average 
is  an  equally  impressive  17.1%. 

We  believe  it  all  goes  back  to  our  own 
unique  approach  to  the  business  of  bank- 
ing. Beginning  with  a  clearly  defined 
marketing  policy. 

We  specialize  in  serving  small  and 
medium-size  businesses  and  professions. 
Our  short-term  lending  program  attracts 
large  numbers  of  these  thriving  companies. 
And  when  they  bring  us  their  loan  needs, 
the  rest  of  their  banking  business  comes 
along.  Very  profitable.  We  also  have  an 
unusual  amount  of  fee  income. 

Our  operating  policies  are  just  as  well 


defined.  We  don't  waste  money  on  private 
offices.  Everyone  from  president  to  file 
clerk  is  out  on  the  floor.  Where  the  cus- 
tomers are.  Where  the  money  is  made. 

And  we  value  experience.  That's  why 
our  ratio  of  profit  to  employee  is  so  high. 
We  don't  retire  people  just  because  they 
turn  65.  In  fact,  we  recruit  talented  people 
other  banks  have  retired. 

These  are  some  of  the  things  that 
make  Manufacturers  not  just  another  bank. 
Call  it  a  calculated  approach  or  thoughtful 
planning.  Either  way,  it  adds  up  to  a 
remarkably  profitable  bank. 

EH  Manufacturers 

EhSJ  not  just  another  bank 


Calculated  profitability. 
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What  A  Little  Buying  Could  Do 

By  Lucien  O.  Hooper 

".  . .  Institutional  cash  has  been  getting  nervous  and 
before  long  will  cause  a  considerably  better  market .  . ." 


I  he  stock  market  is  not  always  logical. 
Its  function  is  to  anticipate  rather  than 
reflect.  Normally  it  does  not  move  in  the 
same  direction  for  long  periods.  It  is 
influenced  more  by  investor  moods  than 
by  news.  Recently  the  performance  of 
the  Dow  Jones  industrials  has  not  been  a 
good  measure  of  what  has  been  happen- 
ing in  the  equity  market.  The  breadth 
figures  (stocks  up  versus  stocks  down) 
and  the  daily  new  highs  and  new  lows 
(for  the  previous  53  weeks)  have  present- 
ed a  more  accurate  picture. 

As  this  column  has  been  stressing, 
pessimism  of  the  investment  intelligen- 
tsia has  been  overdone.  The  common- 
sense  factor,  which  the  financial  intelli- 
gentsia sometimes  assumes  is  just  naive, 
is  coming  back  into  vogue.  That  is  partly 
because  the  public  investors  have  been 
doing  so  much  better  in  the  stock  market 
than  the  so-called  "sophisticated"  ones, 
and  partly  because  of  the  trend  of  think- 
ing away  from  high-price/earnings-ratio 
growth  stocks  toward  areas  in  which  the 
values  are  more  obvious. 

There  has  been  a  trend  also  toward 
income  issues  and  toward  potential  lev- 
erage. Stock  investors,  perhaps  more 
than  we  know,  have  been  impressed  by 
the  fact  that  corporation  insiders  have 
been  willing  to  buy  stocks  of  their  own 
companies — and  the  shares  of  other 
companies — for  corporate  purposes,  just 
on  the  basis  of  downright  cheapness. 
This,  of  course,  is  the  motivation  back  of 
the  many  takeover  deals  that  occurred 
the  past  six  months  or  more. 

The  key  to  what  the  stock  market  does 
this  summer,  in  my  opinion,  depends 
more  on  what  the  institutions  do  with 
their  accumulated  cash  earmarked  for 
investment  in  common  stocks  than  on 
the  trend  of  interest  rates,  the  foreign 
price  of  the  dollar  or  anything  President 
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Carter  does.  I  believe  that  this  institu- 
tional cash  has  been  getting  a  little  ner- 
vous, and  that  enough  of  it  before  long 
will  go  to  work  in  stocks  to  cause  a 
considerably  better  market. 

I  believe  that  the  market  will  continue 
to  be  exceedingly  selective,  and  that 
generalizations  about  its  selectivity  are 
hazardous.  I  shall  not  try  to  back  up 
some  of  the  opinions  expressed  in  this 
column  with  an  array  of  facts.  At  the 
moment,  however,  I  have  some  convic- 
tions that  may  interest  my  readers.  In 
the  first  place,  I  think  we  will  see  much 
less  emphasis  on  yield  and  more  on  cap- 
ital gains  as  the  market  improves;  for  this 
reason  I  am  not  enthusiastic  about  the 
high-yielding  utilities.  I  expect  more  in- 
terest in  the  "smokestack"  stocks,  espe- 
cially the  steels.  My  favorites  would  be 
National  Steel  (31),  Bethlehem  Steel  (20) 
and  U.S.  Steel  (26). 

Some  of  the  low-priced  stocks  interest 
me.  Trans  World  Airlines  (16),  for  in- 
stance, earned  $3.83  a  share  in  1977  and 
probably  can  earn  a  little  more  in  1978. 
This  stock  represents  high  leverage,  and 
the  company  shares  in  the  prosperity  of 
Hilton  and  Canteen.  I  also  like  National 
Airlines  (15)  and  Continental  Air  Lines 
(12),  but  percentagewise  I  think  TWA 
might  outrun  them. 

With  the  moderately  disappointing 
first-quarter  earnings  out  of  the  way, 
Gino's  (10)  should  do  better.  This  com- 
pany seems  to  have  solved  most  of  its 
difficulties  and  is  back  on  the  road.  An- 
other low-priced  issue  that  is  intriguing 
is  Di  Giorgio  Corp.  (8)  where  the  man- 
agement seems  to  be  reaping  the  results 
of  the  efforts  of  the  past  three  years  to 
improve  profitability.  This  is  a  fairly 
large  food  company  and  the  stock  pos- 
sesses leverage. 

If  you  are  interested  in  income,  repre- 
sentative utility  stocks  still  are  available 
at  yields  that  range  all  the  way  from  7.5% 
to  9.5%.  High  yields  among  nonutility 
stocks  are  not  so  numerous  as  formerly 
and  in  most  cases  they  do  not  include 
issues  that  have  a  high  appreciation  po- 
tential. Some  of  them  are  Texaco,  about 
7.7%;  Gulf  Oil,  about  7.3%;  American 


Brands,  7.9%;  Ford,  7.1%  and  American 
Can,  7.5%. 

I  suppose  it  is  redundant  for  me  ti 
mention  again  that  in  spite  of  their  uri 
popularity  and  the  unfavorable  com 
ments  of  many  analysts  I  still  think  tha 
General  Motors  (62)  and  Ford  Motor  (43 
are  much  more  likely  to  go  up  in  priq 
than  to  decline  further. 

On  the  basis  of  long-term  values,  ont 
is  justified  in  believing  that  the  tradition) 
al  profitability  of  the  retail  business  q 
Sears,  Roebuck  (22)  will  be  restored,  an<| 
justified  in  assuming  that  earnings  las) 
year  were  abnormally  low,  especially  ii 
the  important  fourth  quarter.  Sears  real 
ized  excellent  earnings  last  year  from  it 
large  insurance  subsidiary  and  very  dis 
appointing  profits  from  its  retail  oper 
ations.  One  reason  for  this  was  a  changed 
management  s  attempt  to  attract  bad 
customers  with  merchandise  aggressive 
ly  and  competitively  priced.  While  the 
stock  appears  cheap,  it  is  unlikely  t( 
recover  quickly  or  rapidly,  partly  be 
cause  it  is  overowned  by  the  institution; 
and  partly  because  Sears'  employee: 
(large  owners)  are  disenchanted. 

If  natural  resources  are  a  hedge 
against  inflation,  two  outstanding  stock 
are  Union  Pacific  (43)  and  Kerr-McGet 
(46).  Union  Pacific  is  a  treasure  trove  in 
oil,  gas,  coal  and  timber,  while  owning 
what  is  regarded  as  the  best-located  and 
the  best-maintained  railroad  in  the  U.S| 
Kerr-McGee  "has  everything."  It  pror> 
ably  has  more  uranium  than  anyone  elsej 
is  important  in  oil  and  gas  production,  in 
drilling,  in  fertilizer  and  in  coal.  Tha 
stock  is  down  to  a  price  less  than  half  ol 
its  1975  high. 

This  is  a  time  to  look  for  values  in 
individual  stocks,  rather  than  to  thinlq 
exclusively  about  the  market.  You  are 
unlikely  to  buy  at  the  bottom;  but  if  you 
buy  within  10%  or  20%  of  the  bottom.j 
you  will  feel  as  good  about  it  some  day  as) 
you  feel  now  if  you  sold  within  10%  oij 
20%  of  the  top.  Today  we  know  all  thej 
bad  things  and  stress  them.  There  are 
many  good  values,  but  most  investors 
are  just  not  interested.  Those  people  will 
buy  at  higher  prices.  ■ 
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"Have  you  ever  met 
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JOHN  H.  SWEET,  PRESIDENT  &  PUBLISHER,  U.S.  NEWS  &  WORLD  REPORT 


U'  &WLDRePORT 


 rrrr 


arters  Peu  PHI 
or  Business 


Only  8  million 
very,  very  selective 
people  do  read  it. 
Because  this 
magazine  contains 
no  cute  pictures. 
No  cute  writing. 
No  gossip. 
No  entertainment. 
No  stylishly 
warmed-up  old  news. 
None.  Ever.  This  magazine  isn't  sugar-coated. 
Does  that  mean  it's  designed  to  repel 
non-serious  readers?  Definitely 
For  amusement,  you  simply  have  to  go 
elsewhere. 
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We  spare  our  readers  unimportant  news. 

We  spare  our  advertisers  unimportant  readers. 
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Shifting  Risk/Reward  Ratios 

By  Heinz  H.  Biel 

". .  .  The  market  is  not  yet  out  of  the  woods 
and  we  had  better  remain  defensive  .  .  ." 


■  his  is  the  season  when  an  investor 
finds  his  mailhox  crammed  with  annual 
reports.  Over  the  years  these  reports 
have  become  increasingly  voluminous 
and  informative.  They  look  expensive 
and  probably  are,  but  since  many  man- 
agements are  now  considering  this  annu- 
al message  the  best  medium  for  commu- 
nication with  shareholders,  the  actual 
cost  is  relatively  immaterial. 

It  is  apparent  that  some  companies 
devote  an  enormous  amount  of  work  to 
the  preparation  of  their  reports.  In  a 
great  many  instances  they  are  excellent, 
yet  too  many  are  mediocre  efforts. 
Glossy  paper  and  pictures  of  pretty  girls 
won't  do  it  if  the  text  is  little  more  than 
glorification  of  management  and,  if  need 
be,  a  whitewash.  More  often  than  not 
one  may  as  well  skip  the  Letter  to  Share- 
holders, which  sometimes  reads  as  if  it 
were  written  by  the  public  relations  peo- 
ple and  edited  by  the  attorneys.  These 
letters  usually  end  with  thanks  to  the 
employees  ("without  whose  loyalty  these 
splendid  results  could  not  have  been 
achieved ")  and  an  expression  of  confi- 
dence in  a  glowing  future. 

After  these  unkind  remarks,  let  me  say 
that  present-day  annual  reports  and  the 
accompanying  proxy  statements  contain 
a  wealth  of  information,  so  much  in  fact, 
that  it  threatens  to  swamp  the  reader. 
Unfortunately,  much  of  it  has  to  be  writ- 
ten in  the  accountants'  language,  which 
is  as  hard  to  read  as  legalese. 

These  comments  are  prompted  by  the 
different  ways  managements  handle  the 
less  favorable  developments  in  the  year 
under  review.  Some  are  candid  and 
forthright,  which  should  entitle  them  to 
the  shareholder's  forgiveness  and  further 
confidence.  Others  will  try,  as  much  as 
possible,  to  sweep  the  bad  news  under 
the  carpet  and  put  the  blame  on  every- 
one but  themselves.  It  will  be  interest- 
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ing  to  see  how  Sears,  Roebuck  (whose 
report  is  not  yet  available  at  this  writing) 
will  handle  last  year's  very  steep  earn- 
ings decline  in  its  retail  business,  despite 
a  16%  increase  in  sales  volume.  Fortu- 
nately, profits  of  the  Allstate  division 
soared,  and  Sears  wound  up  the  year 
with  earnings  of  $2.62  a  share,  a  new 
high,  but  well  below  the  $3  that  had 
been  expected  by  most  analysts.  Sears 
stock  is  down  44%  from  its  1976  high  and 
presently  sells  at  a  multiple  of  less  than 
nine,  which  is  the  lowest  I  can  recall. 
However,  once  there  are  indications  that 
management  is  regaining  control  over  its 
profit  margin,  the  stock  could  be  consid- 
ered attractive.  It  is  hard  to  believe  that 
Sears  sold  above  60  (adjusted)  only  about 
five  years  ago. 

Price  declines  of  such  magnitude  are 
no  rarity,  even  among  the  most  highly 
rated  (A  +  )  stocks,  as  for  instance  Scher- 
ing-Plough, which  declined  nearly  70% 
from  its  1973  high.  While  a  depressed 
price  alone  is  not  in  itself  sufficient  rea- 
son to  give  a  stock  a  BUY  rating,  one 
can't  help  wondering  whether  we  are  not 
near  the  point  where  the  risk/reward 
ratio  turns  favorable,  i.e,  where  the  up- 
side potential  is  greater  than  the  down- 
side risk. 

This  is  not  meant  to  imply  that  you  can 
jump,  with  impunity,  into  the  market 
with  both  feet.  Far  from  it.  It  is  not  that 
the  downside  risk  is  so  great,  but  the 
time,  element  may  be  against  you.  The 
risk/reward  ratio  could  well  be  a  favor- 
able 3-to-l,  that  is,  about  50%  on  the 
upside  vs.  something  like  15%  on  the 
downside.  But  if  the  decline  comes  first, 
this  can  make  you  feel  darn  uncomfort- 
able, despite  the  favorable  longer- term 
odds.  This  is  what  the  game  is  all  about 
and  why  it  can  be  so  exasperating. 

Stock  prices  that  I  consider  inherently 
low,  perhaps  even  too  low,  intrigue  me 
as  much  as  my  more  optimistic  col- 
leagues, yet  until  I  have  better  reason  to 
believe  that  this  bear  market  has  ended, 
I  think  it  is  premature  to  commit  the 
reserve  buying  power.  While  we  may 
get  a  halfway  decent  rally  this  spring, 
which  will  tempt  many  of  us,  it  is  my  gut 
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feeling  that  the  market  is  not  yet  out  J 
the  woods  and  that  we  had  better  remaj 
on  the  defensive. 

The  fact  that  I  enjoy  the  privilege  j 
expressing  my  opinions  in  this  spaq 
does  not  imbue  them  with  a  guarantee  J 
accuracy.  If  you  disagree  and  belief 
that  this  is  a  good  time  for  investing 
what  stocks  would  I  suggest  to  you? 

I  can't  help  giving  the  nod  to  stocks  j 
the  consumer  group  that  have  a  stron 
growth  trend  and  appear  to  be  well  mai 
aged.  They  are  Revlon  (39),  Philip  Mo\ 
ris  (61),  McDonald's  (45)  and,  in  a  con 
pletely  different  area,  R.R.  DonnelU 
(24),  the  printer.  All  four  stocks  have  tr 
same  characteristic,  which  is  consider^ 
a  negative  these  days:  Even  at  presei 
prices  they  sell  at  an  above-average  ean 
ings  multiple  and  provide  a  below-ava 
age  dividend  return. 

In  the  energy  field  my  choices  woul 
be  Phillips  Pep-oleum  (28),  Mobil  (6) 
and  Continental  Oil  (26).  Of  coursj 
Continental  will  have  a  perfectly  honj 
ble  first  quarter,  when  its  Consolidate! 
Coal  division  must  have  lost  its  shirt  asl 
result  of  the  strike;  that's  why  this  sto« 
is  scraping  bottom.  Among  the  manufa 
turing  companies  I  retain  my  affectifl 
for  Emhart  (30),  Emerson  Electric  (33 
and  General  Signal  (26),  all  of  which  ai 
doing  fine  and  are  unlikely  to  let  tl) 
investor  down — at  least  not  too  harshhj 

If  you  look  at  the  market's  near-terl 
future  through  rose-colored  glasses,  Ii 
ternational  Business  Machines  (24| 
must  not  be  ignored.  A  multiple  of  lei 
than  12  times  1978  estimated  earninj 
and  a  dividend  yield  approaching  51 
would  have  been  unthinkable  not  Ion 
ago.  If  you  can  afford  to  be  aggressil 
and  accept  its  lack  of  dividends,  consid 
Intel  Corp.  (43),  the  dynamic  semicoi 
diictor  company.  And  apropos  no  cas 
dividend,  don't  forget  Teledyne  (8C 
now  indirectly  involved  in  the  struggi 
over  Kenneeott  via  its  sizable  interest 
Curtiss- Wright 

Meanwhile,  as  the  market  is  trying 
make  up  its  mind,  I  shall  take  what 
consider  a  well-earned  vacation  and  sk 
the  next  column.  ■ 
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The  pet  food  business  i>  slowing  down.  The 
explosive  growth  that  powered  Ralaton's  earn 
mgs  (or  the  pas'  decade  is  over  Pel  fund 
sale*  will  pmhably  expand  no  fester  than 
(hose  of  other  grocery  staples  in  the  years 
ahead  Meanwhile  the  competition  is  getting 
Ktiffer.  as  Quaker  Oats  and  Carnation 
(among  others)  are  chipping  away  al 
Kalsion  s  supreme  market  position. 
There's  more  to  Ralston  than  pet  roods. 
The  other  part  ol  company  sales  come*  from 
cereals,  tuna  fish,  animal  feeds,  soybean 
processing,  and  restaurant  The  leading  con- 
tender to  take  over  from  pet  foods  as  the  com- 


nd  bought  a  small  French  bakery 
More  recenilv  it  acquired  a  haking  business 
in  Louisville.  The  tola!  outlay  for  these 
purchases  was  under  $50  million,  we  es- 
timate With  another  S224  million  in  the  cor- 
porate till,  we  wouldn't   be  surprised  if 


Hal 

within  the  next  12  r 
Fhe  stock  looks  i 


■nlhs. 
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iteresting  for  the  long 


inuin«  1 
al  yean 


two  more  areas  to  watch:  protein 
iiives  and  mushrooms  Ralston* 
ical  expertise  has  won  it  a  leading 
are  in  these  developing  businesses 
trends  continue,  protein  extenders 
j  r  1  ■   1       1  1 11  '  j.    .  )■!.■■■  i'Ii 
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Commercial  Paper 
Reaches  The  Pits 

By  Stanley  W.  Angrist 

". . .  The  expectation  of  continued  inflation, 
along  with  a  fairly  restrictive  monetary  policy, 
makes  me  bullish  on  interest  rates  . . ." 


n  the  late  1960s  interest  rates  in  the 
U.S.  started  to  fluctuate  as  in  no  other 
period  in  their  history.  Historically,  both 
long-  and  short-term  interest  rates  had 
been  less  than  6%.  That  period  has  end- 
ed, and  now  both  lenders  and  borrowers 
face  higher  rates  and  fluctuations  of  a 
size  heretofore  unheard  of. 

Several  of  the  established  commodity 
markets  recognized  this  profound 
change  in  our  financial  way  of  life  and 
started  to  develop  contracts  for  the  cred- 
it markets.  In  1975  the  Chicago  Board  of 
Trade  introduced  trading  of  a  Govern- 
ment National  Mortgage  Association  in- 
terest rate  futures  contract.  Shortly  after 
that,  trading  in  U.S.  Treasury  bills  began 
at  the  Chicago  Mercantile  Exchange 
(Forbes,  Oct.  1,  1977).  In  1977  futures 
contracts  in  long-term  U.S.  Treasury 
bonds  and  90-day  commercial  paper  be- 
gan at  the  Board  of  Trade.  The  success  of 
these  contracts  has  shown  that  those  who 
deal  in  interest  rates  are  just  as  willing  to 
allow  speculators  to  bear  the  risk  of 
changing  interest  rates  as  grain  elevator 
operators  are  to  allow  speculators  to  bear 
the  risk  of  changing  grain  prices.  The  90- 
day  commercial  paper  contract  is  the 
most  recent  interest  rate  contract  to 
commence  trading.  It  has  several  unique 
characteristics  that  will  be  explored  in 
this  column. 

Commercial  paper  is  a  short-term  un- 
secured promissory  note  issued  by  a  cor- 
poration for  periods  ranging  from  5  to 
270  days.  It  is  normally  issued  in  bearer 
form,  which  means  that  the  corporation 
that  issued  the  note  agrees  to  pay  the 
bearer  the  face  amount  of  the  note  at 
maturity.  The  buyer  of  such  a  note  is,  of 
course,  free  to  sell  it  to  anyone  at  a 
mutually  agreed-upon  price.  Today 
there  is  over  $54  billion  of  commercial 
paper  outstanding. 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University  and  is  the  author  of  Sensi- 
ble Speculating  in  Commodities. 


Corporations  issue  commercial  paper 
because  it  is  generally  less  costly  than 
borrowing  from  commercial  banks  for 
short-term  financing  requirements.  As 
an  unsecured  loan,  commercial  paper 
can  usually  be  sold  in  the  public  market 
only  by  companies  with  the  highest  cred- 
it ratings. 

Commercial  paper  is  always  sold  on  a 
discount  basis;  thus  when  the  paper  is 
issued,  the  investor  pays  the  face  amount 
less  the  appropriate  interest  rate  for  the 
time  period  of  the  loan.  The  difference 
between  what  the  investor  pays  for  the 
paper  and  what  he  receives  at  maturity  is 
his  interest. 

The  commercial  paper  contract  of- 
fered by  the  Chicago  Board  of  Trade  calls 
for  delivery  of  commercial  paper  with  a 
face  value  of  $1  million.  The  paper  must 
mature  in  no  more  than  90  days  from  the 
date  of  delivery,  and  it  must  carry  a 
prime  rating  of  A-l  by  Standard  &  Poor's 
Corp.  or  a  P-l  rating  by  Moody's  Inves- 
tors Service.  In  either  case  it  must  be 
approved  as  deliverable  by  the  Chicago 
Board  of  Trade. 

Prices  are  quoted  on  an  annual  dis- 
count basis  with  a  minimum  price  fluctu- 
ation of  one  one-hundredth  of  1%  (one 
basis  point).  One  basis  point  is  equal  to 
$25  because  one  one-hundredth  of  1%  of 
$1  million  is  $100,  divided  by  four,  since 
prices  are  quoted  on  a  90-day  basis.  For 
example,  a  commercial  paper  contract 
trading  at  8%  would  have  a  value  of 
$980,000  (1,000,000  -  800  basis  points  x 
$25/basis  point).  The  normal  daily  limits 
on  price  fluctuation  above  or  below  the 
previous  day's  settlement  price  is  25  ba- 
sis points  ($625  per  contract). 

With  all  other  traded  future  contracts, 
the  "long"  is  the  taker  of  delivery  and  the 
"short"  is  the  deliverer  of  the  commod- 
ity. This  convention  is  reversed  with  the 
commercial  paper  contract.  A  long  is 
redefined  as  the  commitment  to  deliver 
paper,  while  the  short  is  committed  to 
coming  up  with  the  cash  to  pay  for  the 


paper.  This  reversal  makes  sense  fron 
trading  point  of  view  since  it  allows, 
long  to  make  money  when  prices  (inte 
est  rates)  go  up,  and  a  short  to  mai 
money  when  prices  (interest  rates) 
down.  This  is  exactly  the  situation  th 
holds  for  all  commodity  contracts  exce. 
other  financial  contracts. 

In  recent  weeks,  nearby  commere 
paper  contracts  have  sold  off  about 
basis  points  ($1,000  per  contract).  T| 
expectation  of  continued  inflation,  alo 
with  a  fairly  restrictive  monetary  polic 
as  Mr.  Miller  at  the  Fed  tries  to  do  I 
bit  to  help  with  inflation,  makes  me  bu 
ish  on  interest  rates.  I  believe  that  a  lo 
position  in  the  September  contract  b 
low  7.98%  is  a  reasonable  position.  Ho 
ever,  I  would  not  risk  more  than 
points  ($1,000  per  contract)  on  this  po 
tion.  Less  venturesome  traders  might  I 
playing  yield  discrepancies.  For  exai 
pie,  in  recent  days  the  March  1979  cc 
tract  traded  only  25  points  below  t 
June  1979  contract.  This  appears  to  il 
to  be  too  small  a  difference.  Thus  o 
could  buy  June  and  sell  March  in  exp« 
tation  of  the  spread  widening  to 
points  or  so. 

Margin  on  an  outright  long  or  sb 
position  is  about  $1,000,  while  a  spre 
position  calls  for  only  $400  in  marj 
money.  A  round-trip  commission  shot 
be  about  $70  ($105  for  a  spre 
position). 

More  information  on  the  commere 
paper  contract  can  be  obtained  free 
writing  the  Chicago  Board  of  Trade,  E 
partment  FI-7,  LaSalle  at  Jackson,  C! 
cago,  111.  60604. 

One  last  note  for  those  of  you  w 
were  convinced  by  my  Mar.  20,  19 
column  that  hogs  and  cattle  march 
different  drummers;  you  now  know  tl 
they  don't.  I  hope  that  you  all  exit 
with  sufficient  cash  to  purchase  at  le; 
one  Big  Mac.  (After  this  fiasco  I  ha 
personally  sworn  off  all  hog  products 
at  least  90  days.)  ■ 
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"My  warmest  congratulations  on  the 
successful  Arabic  version  of  Forbes." 
Hisham  M.  Nazer,  Minister  of  Planning, 
Kingdom  of  Saudi  Arabia 


"Fascinating  issue  ...  an  important  thing  to  do." 
Edmund  T.  Pratt,  Jr.,  Chairman,  Pfizer,  Inc. 

"You  do  an  outstanding  job  on  the  Arabic  issues 
and  we  are  pleased  that  we  are  part  of  them." 
Gerald  H.  Trautman,  Chairman,  The  Greyhound 
Corporation 

"Forbes  is  as  good  in  Arabic  as  it  is  in  English 

which,  of  course,  surprises  no  one." 

AH  Bengelloun,  The  Ambassador  of  Morocco 

"An  outstanding  effort." 

Albert  V.  Casey,  Chairman  &  President, 

American  Airlines,  Inc. 


"The  efforts  of  your  editorial  staff  are 

doing  much  to  promote  understanding 

and  trade  with  the  Arab  World.  We 

applaud  your  efforts." 

P.  H.  Henson,  Chairman, 

United  Telecommunications.  Inc. 
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..and  facts 


|  4th  Annual  FORBES  Arabic  Issue  will 
published  September,  1978. 

ill  be  distributed  to  a  carefully-researched  list 
»ver  20,000  businessmen,  financiers,  journalists, 
ernment  and  educational  leaders  throughout 
Middle  East. 


ICE  AVAILABILITIES  AND  RATES: 

Four-color  page  $3,190 

Two-color  page  $2,585 

Black  &  White  page  $2,200 

Two-thirds  page  or  less  $1,650 

)SING  DATES: 

All  full  page  advertisements  May  15,  1978 

All  fractional  units  May  1,  1978 


the  focus  of  international  power  and  wealth 
t  more  and  more  to  the  energy-affluent  nations 
he  Middle  East,  the  importance  of  communi- 
ing  with  this  critical  market  escapes  no  business 
cutive  with  bottom-line  responsibilities  for  his 
poration. 

n  now  to  advertise  in  the  4th  Annual  Arabic 
je  of  FORBES.  This  is  probably  the  most  impor- 
t  single  opportunity  of  the  year  to  present  your 
npany's  message  to  the  center  of  influence  in 
ay's  Arab-speaking  world.  Don't  fail  to  be 
resented. 


□ 

1 

as 

Forbes 

I 

FORI 

ES 

4th  Annual 
Arabic  Issue 

to  be  published 
September,  1978 


For  more  information,  contact  your  FORBES 
representative,  or  write  to  Stephen  G.  Nicoll, 
Director  of  Advertising,  Forbes  Magazine, 
60  Fifth  Avenue,  New  York,  NY  10011. 
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The  Pause 
That  Recesses 


1        By  Ann  C.  Brown 


sive.  Not  only  have  you  lost  on  \ 
original  investment,  but  you  stanq 
lose  by  not  taking  advantage  of  be 
investment  opportunities.  To  err  is 
man.  To  do  something  about  it, 
business. 

Paul  Harvey,  the  national  broadca^ 
recently  quoted  part  of  my  Mar.  6,  ] 
Forbes  column  entitled  "The  Case 
The  Deadly  Dow."  Unquestionably, 
performance  of  the  30  Dow  Jones  ini 
trials  has  been  generally  poisonl 
However,  it  has  been  hard  to  keep  i 
of  other  good  stocks  down.  The  aetiq 
Keystone  Foods  (19),  Storage  Techno* 
(30),  Huffy  (20)  and  Ogilvy  6  Md 
(46),  all  recent  recommends,  has  r 
nothing  to  sneeze  at. 

All  of  which  leads  me  to  mention  i 
berly-Clark  (41),  which  is  the  make 
Kleenex,  Kimbies  and  other  consul) 
oriented  blotters.  Since  1971,  wj 
Kimberly-Clark  earned  $1.35,  the  d 
pany  has  shown  steady  earnings  gair 
the  $5.60  reported  for  year-end  1 
During  the  same  time  the  dividend  rj 
than  doubled  and  the  book  value; 
lowed  suit.  This  year  earnings  are 
mated  to  be  in  the  area  of  $6  to  $6 
This  8%-to-10%  anticipated  profit 
provement,  together  with  a  current  v 
of  around  6%,  should  get  the  stock  g 
inching  upwards.  In  any  event,  at  si 
times  probable  earnings,  the  dowri 
risk  seems  limited. 

Last  year  Time  Inc.  (39)  snappeO 
the  Book-of-the-Month  Club,  and 
year,  all  parties  willing,  the  comj 
intends  to  merge  with  American  Te 
sion  ir  Communications  Corp.  (43| 
addition.  Time  Inc.  has  an  agreemei 
principle  to  acquire  The  Washin, 
Star,  which,  if  nothing  else,  should  1 
up  our  nation's  capital.  Time  Inc.  s  e 
ings  from  existing  operations  contini. 
improve,  particularly  in  the  video  a 
Home  Box  Office,  a  pay-cable  televi 
network,  had  over  a  million  subscri 
at  the  end  of  1977  and  is  predicte 
grow  between  20%  to  30%  for  the 
couple  of  years.  Under  the  aggre; 
management  of  President  James  S 
ley,  Time  Inc.  seems  to  be  ma 
strides  to  overcome  its  image  as  a  s 
cyclical  company.  While  earnings 


f  you  happened  to  be  out  of  the  coun- 
try during  the  first  three  months  of  1978, 
there's  a  good  chance  you  may  have 
missed  the  long-predicted  recession  of 
1979.  Mother  Nature,  the  brotherhood 
of  coal  miners  and  various  unfriendly 
foreign  relations  ganged  up  to  depress 
the  U.S.  business  psyche,  if  not  the  busi- 
ness cycle.  Actually,  the  first-quarter 
slowdown  in  the  economy  may  have 
been  a  blessing  in  disguise.  Things  were 
getting  a  little  overheated  toward  the 
end  of  1977  and  the  wintery  blasts,  man- 
made  and  otherwise,  cooled  off  a  lot  of 
excess  enthusiasm.  Very  possibly  we 
might  not  see  the  classic  textbook  reces- 
sion— namely,  two  consecutive  quarters 
of  decline  in  the  gross  national  product — 
for  some  time  to  come.  Even  if  we  do  get 
a  couple  of  downers,  it  should  come  as 
no  surprise  to  the  stock  market,  which 
has  been  anticipating  Armageddon  for 
the  better  part  of  18  months. 

As  the  first-quarter  earnings  reports 
roll  off  the  presses,  you  just  might  profit 
from  reading  between  the  bottom  lines. 
Since  no  one  is  expecting  much  in  the 
way  of  dazzling  corporate  performance 
because  of  blizzards,  floods,  power- 
predicated  curtailments  and  currency 
adjustments,  many  companies,  particu- 
larly those  with  above-average  operating 
earnings,  will  likely  seize  upon  this  heav- 
en-sent opportunity  to  write  off  a  num- 
ber of  management  mistakes.  Look  for  a 
flock  of  "Nonrecurring  Expenses"  or 
"Losses  from  Discontinued  Oper- 
ations"— corporate  colloquialisms  for 
megabuek  boo-boos.  Actually,  I  tend  to 
like  companies  that  face  up  to  their  er- 
rors. The  sooner  they  do  so,  the  better. 
The  same  goes  for  individuals  who  have 
the  courage  to  realize  their  losses.  A  loss 
is  a  loss.  In  fact,  keeping  your  money 
tied  up  in  a  turkey  can  be  doubly  expen- 

Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado, 
Flynn  i?  Associates,  Inc. 
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>  are  a  bit  hard  to  nail  down  with 
cquisitions  pending,  fully  diluted 
igs  should  be  around  $4.50  for  1978 
5.05  in  1979. 

ou  got  a  kick  out  of  Jaws  and  The 

chances  are  you  11  be  interested  in 
,  Inc.  (41),  the  company  responsi- 
>r  these  screen  successes.  In  addi- 
o  its  movie  business,  MCA  is  the 
r  in  television  film  production  and 
j  a  heavy  hitter  in  records,  music 
ihing  and  recreation  services. 
,  like  Time  Inc.,  seems  to  be  ac- 

seeking  a  more  stable  earnings 
through  its  ownership  of  a  savings 
oan  association,  a  chain  of  retail 

(Spencer  Gifts,  Inc.),  a  mail-order 
sss  and  a  book-publishing  eom- 

The  latest  word  is  that  MCA  in- 


Actually  the  first- 
ter  slowdown  in  the 
lomy  may  have  been  a 
>ing  in  disguise  .  .  ." 

to  establish  a  magazine  division  as 
By  the  year's  end,  the  company 
1  be  selling  "Diseovision"  soft-wear 
as,  which  could  become  the  hot- 
iult  play-toy  since  the  invention  of 
itizen's  band  radio.  Assuming  no 
tating  film  flops,  MCA  could  show 
igs  this  year  of  around  $5.70  to 
up  from  $5.13  in  1977.  What  will 
n  next  year  is  anyone's  guess,  but 
sst  guessers  are  looking  for  $6  to 
r  share. 

tins  Inc.  (17)  is  the  name  and  ter- 
their  game — or  at  least  a  goodly 
f  the  game  of  this  diversified  ser- 
riented  company.  Besides  being 
orld's  largest  pest  controller,  Rol- 
nc.  is  into  oil  and  gas  services, 
;tion  systems,  radio  and  television 
casting,  outdoor  advertising  and 
ng  and  maintenance  service  oper- 
Although  earnings  have  risen 
ly,  tripling  since  1968,  the  stock 
:oday  is  the  same  as  it  was  ten  years 
Vith  more  and  more  people  moving 
Southeast,  it  seems  reasonable  to 
e  that  the  demand  for  critter-oblit- 
s  will  grow  accordingly  and  Rollins 
lould  get  a  share  of  the  action.  For 
>cal  year  ending  June  30,  1978  it 
like  earnings  of  around  $2. 10,  up 
>1.86  the  year  earlier.  Incidentally, 
jllins  family  controls  about  40%  of 
:ock  outstanding,  which  suggests 
ire  should  be  exercised  when  accu- 
ing  positions.  ■ 


Win  a  round 

with 
The  Tax  Bite. 


You'll  never  knock  out  taxes  completely,  but  the 
Rowe  Price  Tax-Free  Income  Fund,  which  invests  in 
municipal  bonds,  can  help  you  hold  your  own. 

•  Tax-Free — no  income  tax  for 
the  IRS* 

•  No-Load — no  sales  charge  or 
redemption  fee. 

•  Immediate  liquidity — by  call- 
ing toll  free  or  writing  a  check. 

•  Low  minimum — as  little  as 
$1,000  can  start  you  receiving 

tax-free  income. 
•  Easy  — just  send  in  the 
coupon  or  call  toll  free 
1-800-638-1527.  If  busy, 
or  in  Maryland,  call 
301-547-2136  collect. 


ROWE  PRICE  mX 
INCOME  FUND,  INC. 

Kit)  E.  Pratt  St.  Baltimore,  Maryland  21202 
N  a  me  


\6 


Address . 


.State. 


.Zip. 


(taxus  maximus) 


©1978  T.  Rowe  Price  Associates.  Inc. 


For  more  complete  information,  including 
management  fee  and  other  charges  and  expenses, 
I   obtain  a  prospectus.  Read  it  carefully  before  you 
|   invest  or  send  money.  'Income  may  be  subject  to 
■   state  and  local  taxes. 


the  man  you  want 
to  succeed 
reads 
Forbes 


1BES,  MAY  1,  1978 


117 


Money  And  Investments 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

order,  fill  in  and  return  the  form 

be  sow. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me- 
check  for  


-Forbes  Slip  Coses.  My 
 is  enclosed. 


Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  handling. 

Name  


(please  print) 


Address. 

City  


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


118 


Everything 
Is  Bad  For  The 
Stock  Market 

By  James  H.  Farrell  Jr. 


M 


lurphys  Law  states  that  "if  any- 
thing can  go  wrong,  it  usually  will."  As 
we  approach  the  end  of  hear  markets,  a 
special  variation  of  Murphy  s  Law  recurs 
with  great  regularity.  This  special  ver- 
sion might  be  stated:  "No  matter  what 
happens,  it  can  be  interpreted  negative- 
ly for  the  stock  market." 

Judging  by  the  tone  of  the  many  stock 
market  commentaries  that  have  passed 
across  my  desk  and  the  discussions  that  I 
have  had  with  investment  professionals 
in  recent  weeks,  there  are  signs  that 
Murphy's  Law  is  back  again  in  full  force 
these  days. 

Starting  with  overall  economic 
growth,  it  appears  that  no  matter  what 
course  is  followed,  the  conclusion  is  the 
same:  Strong  economic  growth  is  per- 
ceived as  bad  for  the  stock  market  be- 
cause it  would  produce  increased  infla- 
tionary pressures  together  with 
crowding  out  of  borrowers  and  higher 
interest  rates.  Conversely,  weak  eco- 
nomic growth  is  also  bad  in  that  corpo- 
rate profits  and  dividends  would  suffer 
and  that  situation,  too,  would  be  nega- 
tive for  stocks.  The  stock  market  just 
can't  seem  to  win. 

The  course  of  monetary  policy  pre- 
sents a  similar  dilemma  under  Murphy's 
Law.  A  tight  monetary  policy  would  in- 
evitably drive  up  interest  rates  with  a 
negative  reaction  by  the  stock  and  bond 
markets.  At  the  same  time,  however, 
any  loosening  in  monetary  policy  would 
encourage  further  demand  stimulus  with 
adverse  inflationary  consequences,  and 
obviously  that's  bad  for  the  market. 

The  business  and  financial  community 
continually  frets  over  the  lack  of  a  strong 
anti-inflationary  program  and  this  is  fre- 
quently advanced  as  a  reason  for  market 
weakness.  Yet,  any  suggestion  of  a  strong 
anti-inflationary   policy    quickly  brings 


James  H.  Farrell  Jr.  is  senior  vice  president, 
director  of  investment  research  at  Provident 
National  Bank.  Philadelphia.  Pa 


fears  of  price  and  wage  controls  or 
variation  thereof,  and  thereby  prov 
further  investor  uncertainty.  Given 
own  earlier  experiences  together  i 
the  example  of  England,  the  reintrd 
tion  of  wage  and  price  control 
anathema  to  not  only  organized  I 
but  also  to  the  business  and  invest! 
community. 

Nearly  every  market  continental 
late  has  identified  the  lack  of  a  s« 
energy  policy  as  either  a  direct  or 
rect  cause  of  the  weakness  in  I 
prices.  Here  again,  however,  a  st 
energy  policy  oriented  to  reducing  t 
gy  imports  would  undoubtedly  raise 
ergy  costs  and  the  inflation  rate  e 
through  higher  prices  for  domestic 
duction,  higher  tariffs  on  imports  oi 
increased  cost  of  conversion  to  alte 
tive  fuels.  A  weak  energy  polic)  \i 
result  in  greater  reliance  on  impoij 
deteriorating  balance  of  trade  and 
ther  weakness  in  the  dollar.  Thus, 
stock  market  could  be  hurt  by  eitl 
weak  energy  policy  or  a  strong  en 
policy — as  long  as  Murphy  s 
prevails. 

Strength  or  weakness  of  the  dollai 
also  have  the  same  negative  implied 
for  the  market.  A  weakening  dollaj 
ininishes  the  attractiveness  of  U.S.  A 
ties  to  the  foreign  investor,  becaui 
the  potential  exchange-rate  loss, 
thereby  eliminates  a  source  of  signifl 
buying  power  from  the  stock  marke 
addition,  a  significant  decline  from 
rent  levels  poses  a  threat  to  intern. tt 
financial  stability.  While  a  strengthe 
dollar  may  attract  the  foreign  equip 
vestor  back  into  the  U.S.  market,  it 
also  make  our  exports  less  competitij 
.world  markets  and  thus  hamper  the  j 
its  and  equity  values  of  those  compj 
serving  the  export  market.  A  prime 
ample  of  this  development  is  seen  it 
action  of  the  British  market:  It  more 
doubled  from  late  1976  until  late  191 
the  British  pound  strengthened,  bui 
cently  retreated  some  20%  becaus 
fears  over  a  loss  of  international  com 
tive  position. 
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Imilarly,  an  increase  or  decrease  in 
E*in  debt,  the  buildup  or  rundown  of 
idity,  the  expansion  or  lack  thereof  in 
tal  spending  and  the  expansion  or 
raction  of  government  deficits  can  all 
ationalized  as  negative  for  the  equity 
<ets. 

ven  the  technician  s  evaluation  of 
ring  chart  patterns  today  seems  to 
luce  uniformly  negative  conclusions, 
stock  has  exhibited  superior  relative 
lgth  and  has  run  counter  to  the  mar- 
rend,  there  is  a  reluctance  to  recom- 
d  purchase  because  the  stock  is  due 
correction.  Conversely,  if  the  stock 
been  declining  for  some  time,  it 
Id  not  be  bought  because  the  trend 
gative  and  a  period  of  base  building 
quired. 

ter  reading  many  of  these  opinions, 
easy  to  conclude  that  everything  is 


.  It  appears  that  no  matter 
at  course  is  followed,  the 
elusion  is  the  same  .  .  ." 


sd  bad  for  the  stock  market.  Before 
dating  all  of  my  equity  positions  and 
ng  the  proceeds  into  Treasury  bills 
gold,  however,  I  would  recall  that 
heard  all  this  before.  When?  In  the 
ner  and  fall  of  1974  and  before  that 
e  spring  and  summer  of  1970 — near 
)ottom  in  both  cases.  I'm  sure  that 
I  the  individual  problems  might 
differed  in  1966,  1962,  1960,  1957, 
the  negative  unanimity  was  un- 
itedly the  same  at  those  major 
ims. 

times  such  as  these  it's  useful  to 
w  some  of  the  classic  books  in  the 
;tment  literature  such  as  Gustave  Le 
>  The  Crowd,  Edwin  Lefevre  s  Rem- 
ittees of  a  Stock  Operator  and  Hum- 
y  B.  Neill's  The  Art  of  Contrary 
king.  In  my  opinion  these  books 
tin  more  wisdom  than  most  of  to- 
sophisticated  texts  on  modern  port- 
theory.  Each  of  these  classics  in  its 
way  cautions  the  investor  to  beware 
lanimous  opinion,  particularly  be- 
:  the  stock  market  seldom  if  ever 
nmodates  the  majority.  Thus,  when 
najority  begins  to  agree  that  every 
lopment  is  bad  (or  good)  for  the 

market,  the  opportunities  for  profit 
lsually  the  greatest  for  those  who 

the  crowd  and  take  the  contrary 
;e.  The  time  for  taking  such  a  course 
tion  is  rapidly  approaching,  if  it  is 
Iready  here.  ■ 


Wevmnt 
you  to  talk 
in  our 
library. 

Ours  is  a  living  library  of  spoken 
words.  A  library  of  roughly  40,000 
textbooks  on  tape,  available  free 
of  charge  to  blind  students. 
Eligible  students  also  include  the 
visually  impaired,  the  learning 
disabled,  and  the  physically 
handicapped  who  cannot  handle 
printed  material. 

These  students  continually 
require  new  texts.  And  to  fill  this 
need,  volunteer  readers  make 
tapes  in  our  29  recording  studios 
across  the  country. 

We  urgently  need  readers  with 
technical  or  professional  back- 
grounds, and  native  speakers  of 
foreign  languages.  If  you  can  spare 
two  hours  a  week,  please  volunteer. 
We  are  a  non-profit  organization 
supported  by  contributions  from 
the  public. 

Recording  for  the  Blind  .  .  an  educational  lifeline 
215  East  58th  St.,  New  York,  NY  10022. 
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TIME 


TIME.  The  practically  whole-earth  medium. 


No  magazine  in  America  offers  as  many 
special  advertising  editions  within  the  U.S. 
as  TIME.  That's  only  part  of  the  story.  For 
the  past  thirty  years.  TIME  has  been  doing 
the  same  thing  on  an  international  scale. 

There  are  in  fact  almost  150  different 
international  editions  of  TIME  with  a  total 
circulation  of  1,260,000  in  145  countries. 

Some  of  these  subscribers  are,  of 
course,  resident  Americans.  But  most  of 
them— 92%— are  citizens  of  countries  other 
than  the  U.  S. ,  usually  citizens  of  the  coun- 
tries in  which  they  live.  And  the  advertising 
is  as  cosmopolitan  as  the  audience. 

A  list  of  some  of  the  TIME  Interna- 
tional Editions  appears  above,  it's  worth 


examining  this  list,  because  it  gives  you  an 
idea  of  the  incredible  flexibility  of  TIME  as 
an  international  medium. 

For  instance,  by  picking  the  right  edi- 
tion of  TIME,  you  can  advertise  around  the 
world,  or  only  in  Asia,  or  only  in  East  Asia, 
or  only  in  Southeast  Asia,  or  only  in  Japan, 
or  only  in  the  Tokyo  metropolitan  area. 
Most  magazines  don't  offer  you  that  kind  of 
selectivity  even  within  the  U.S. 

Among  the  other  International  Edi- 
tions in  the  list,  you  may  see  one  called 
TIME  EuroExecutive.  This  is  the  European 
market's  first  demographic  edition  of  a 
general  magazine.  TIME  EuroExecutive  is 
a  continental  cousin  of  TIME  B  here  in 


the  United  States. 

Such  flexibility  has  its  rewards:  this 
year,  advertising  revenues  for  TIME  Internal 
tional  Editions  will  top  $40  million.  That's 
more  than  twice  as  much  as  the  next  inter- 
national news  magazine. 

TIME.  The  only  news  magazine  that  ! 
provides  advertising  editions  for  all  areas  of I 
the  free  world.  It  is  truly  the  best  single 
medium  of  global  persuasion. 

For  information  on  how  you  can  best 
use  TIME  practically  anywhere  on  the  whoW 
earth,  get  in  touch  with  your  local  TIME 
representative,  or  call  Dave  Gibson,  U.S. 
Area  Director  for  the  International  Editions. 
You  can  reach  him  at  (212)  5564452. 


TIME  for  multinational  marketing 
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Managing  Your  Money 


Gold,  Or  How  To  Boil  A  Frog 

By  John  Train 

. .  On  balance,  gold  makes  sense  for  Americans  . . ." 


Pold  is  a  speculative  football.  If  you 
y  it  when  everybody's  eager  to  sell  it 
you,  when  it's  going  down,  and  then 

them  have  some  when  they're  excited 
aut  it,  you'll  make  money.  The  golden 
le,  one  might  say.  This  is  another  way 

saying  that  when  you  feel  an  over- 
lelming  urge  to  buy  gold,  perhaps  you 
ght  to  lie  down  for  a  while — and  then 
1  a  little  instead. 

But  the  basic  thing  to  realize  is  that — 
yond  its  speculative  aspects — gold  is 

investment,  the  most  conservative 
e  of  all.  For  thousands  of  years  it  has 
en  the  preferred  "store  of  value. "  In- 
ispicuous  (unlike  land  or  securities), 
perishable  and  easy  to  work  and  han- 
!  (unlike  almost  all  other  metals  or  art), 
idily  negotiated  in  exact  small 
ounts  (unlike  art,  jewels  or  land)  and 
;eptable  in  panics  (unlike  any  of  the 
ters),  it  is  uniquely  convenient.  Its 
jeminent  status  among  stores  of  value 
me  of  the  unchanging  facts  about  eco- 
mic  life  through  the  millennia. 
[  have  a  simple  theory  about  gold, 
ich  is  that  over  very  long  periods  it 
)uld  rise  against  any  given  currency  by 
lghly  the  income  you  forego  by  not 
resting  in  a  safe  and  liquid  debt  securi- 
— by  the  opportunity  cost,  that  is. 
\n  infinite  supply  of  opinion  is  avail- 
le  on  what  gold  should  sell  for  based 

the  supply-demand  position — the 
juilibrium  price."  In  the  end  I  think 
:  price  is  unknowable  over  the  short 
i  medium  term,  but  sure  to  rise  over 
!  long  term,  just  because  over  very 
ig  periods  it  reflects  inflation,  which  is 
ilt  into  our  system  for  all  sorts  of  rea- 
ls: The  world's  population  will  have 
pled  in  the  lifetimes  of  many  of  us, 
ich  means  more  infrastructure  than 
1  be  paid  for  on  a  current  basis;  in  the 
S.    we    are    spending   beyond  our 


in  Train  is  president  of  Train,  Smith,  In- 
tment  Counsel,  New  York,  and  the  author 
Dance  of  the  Money  Bees. 


means;  our  governmental  obligations  (in- 
cluding New  York's)  can  never  be  paid 
off  in  real  terms,  giving  an  overwhelming 
incentive  to  depreciate  the  currency;  es- 
calating union  contracts  build  inflation 
into  labor  costs;  our  rivalry  with  the  Rus- 
sians— like  England's  with  Napoleon — is 
financially  exhausting;  and,  finally,  our 
lack  of  realism  and  falling  productivity 
mean  that  we  all  want  more  out  of  the 
situation  than  there  is  in  it,  which  puts 
up  prices.  (The  inflation  rate  is  thus  a 
fever  chart  of  a  nation's  good  sense  and 
moral  health.) 

What  can  the  holders  of  eroding  dol- 
lars do  to  protect  themselves?  One  solu- 
tion is  to  buy  Swiss  francs,  deutsche 
marks  and  yen.  But  these  currencies  are 
now  terribly  expensive.  One  wonders 
how  much  higher  they  can  be  allowed  to 
go.  The  other  neat  solution  is  to  buy 
things,  gold  being  by  far  the  easiest. 

Abroad,  there  s  more  than  inflation  to 
consider.  The  Arabs,  for  instance,  are  a 
huge  potential  market  because  gold  can't 
be  blocked  the  way  paper  claims  can. 
Then,  Europeans  today  face  a  vivid  possi- 
bility of  either  invasion  or  social  upheav- 
al. They  see  with  dismay  the  immense 
Russian  military  buildup  in  Central  Eu- 
rope, and  Marxist-influenced  govern- 
ments are  possible  in  several  countries. 
Most  countries  in  the  world  have  now 
essentially  trapped  the  property  owner 
with  punitive  taxation  not  only  of  income 
(80%  on  the  first  guilder  of  investment 
income  in  Holland,  and  at  quite  an  early 
point,  90%  of  income  in  England)  but  also 
wealth  taxes,  gift  taxes,  estate  taxes  and 
the  like.  So  a  substantial  foreigner  needs 
no  encouragement  to  own  some  gold,  and 
usually  does.  Gold  produces  no  income  to 
be  taxed  and  tends  to  glide  quietly  from 
one  generation  to  another.  There  are 
some  European  families  today,  struggling 
to  stay  afloat  in  a  sea  of  bank  loans,  whose 
own  cook  would  come  out  better  in  a  fire 
sale,  thanks  to  her  family  s  peasant  wis- 
dom in  buying  gold  coins  with  what  they 
can  put  by.  Who  can  guarantee  that  it  will 
never  be  like  that  here? 

Incidentally,  currency  inflation  is  not 
necessarily  inconsistent  with  economic 
deflation.  That  is,  a  depression  may  not 
stop  the  currency  from  eroding.  Gold 


withstands  both  situations,  unlike  either 
stocks  or  bonds. 

Here  are  some  other  factors  influenc- 
ing the  gold  price.  Positive:  South  Africa, 
the  source  of  half  the  world  s  production, 
is  unlikely  to  collapse,  but  since  there  is 
a  labor  supply  problem  in  the  mines,  it 
will  probably  have  to  give  its  miners  a 
better  deal,  which  will  increase  the  gold 
price.  It's  not  likely  that  major  new  gold 
sources  will  be  found,  and  production 
from  existing  mines  is  from  deeper  and 
deeper  levels,  increasing  costs.  Social 
unrest  in  Europe  and  elsewhere  pro- 
motes gold  hoarding;  so  does  Russian 
military  adventurism.  (Soviet  planes  reg- 
ularly over-fly  Scandinavia  these  days.) 

Negative:  Russian  agriculture  is  un- 
likely to  get  straightened  out,  so  Russia 
will  need  to  go  on  selling  gold  to  pay  for 
our  grain;  as  Russia  changes  from  an  oil 
producer  to  an  oil  importer,  the  same 
principle  will  apply. 

On  balance  I  would  say— and  most 
European  bankers  agree — that  gold 
makes  more  sense  for  Americans  than 
they  realize. 

And  when  should  one  buy?  The  an- 
swer is  easy:  Buy  some  now,  and  more 
the  next  time  it's  out  of  vogue.  (At  the 
moment  it's  quite  fashionable.) 

Why  buy  any,  then?  Why  not  wait  for 
a  dip?  The  answer  is  that  one  should  get 
set.  One  should  work  out  the  proce- 
dures. The  time  to  get  the  man  over  to 
fix  your  roof  is  in  good  weather,  not 
during  a  tempest. 

It's  said  that  you  can  boil  a  frog  in  an 
open  pan  of  water  if  you  heat  the  pan 
very  slowly;  he  never  quite  makes  up  his 
mind  to  jump  out.  If  you  drop  him  in  the 
pan  when  the  water's  already  bubbling 
he  jumps  out  at  once. 

Similarly,  all  the  forces  of  society  are 
slowly  operating  to  boil  the  capitalist 
gradually,  as  happened  in  England  over 
a  40-  or  50-year  period,  and  which  has 
about  half  happened  in  the  U.S. 

While  it's  still  legal,  it  makes  sense  to 
me  to  throw  one  leg  over  the  side  of  the 
pan,  so  to  speak,  by  having  a  comfortable 
supply  of  negotiable  nonpaper  assets. 

I  have  strong  views  how  one  should 
own  gold,  which  I  will  take  up  in  another 
column.  ■ 
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ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP  Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$9500  cash  investment  required. 
If  you  qualify — 

CALL  TOLL  FREE  TODAY 
1-800-821-2270,Ext.323 

ZIP'Z 

A  DIV.  OF  I.O.I. ,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


ONE  Of 

THE  MOST  UNIQUE 
IDEAS  OF  THE  70  S 

DISTRIBUTORSHIP 
Automotive  related  equipment 
Leads  from  23  monthly  National 
Magazines    $10,000  minimum 
equipment  purchase  Protected 
territory  available 
*"/  grossed  over  $60,000  the 
first  ninety  days. "  — Bill  Smith.San 
Jose,  CA. 

Call    Mr    Landers  Toll  Free 

1-800-527-7438 

©TIRE  COSMOTOLOGY 
10920  Indian  Trail.  Suite  201 
Dallas.  TX  75229(De,t  FB57e> 
'Documentation   furnished  upon 
request 


NEW  MULTIPLE-UNIT 
PLAN  FOR  INVESTORS 

•  Excellent  markets  nationwide 

•  Absentee/operating  investor 

•  Capital  &  timing  specified 

•  Minimal  people  requirement 

•  $200,000  minimum  equity 

•  Complete  turn-key  service  by 
leadership  in  growth  industry 

Our  program  offers  solid  returns 
and  strong  tax  shelter  factors. 
Quickprinting  is  America's 
number  one  growth  franchise. 
(U.S.  Dept.  of  Commerce)  For 
more  information,  call  or  write 
Mr.  Deacon. 

TOLL  FREE  1-800-537-1966 

Ohio  Residents  Call  Collect 
(419)  473-1551 

Big  Red  Q  Quickprint 

3131  Douglas  Rd. 
Toledo,  Ohio  43606 


The 
Pt  Now 


Winters 


FREE  INSIDER'S  REPORT  on 

How  to  Win  Valuable 
GOV'T  OIL  LEASES 


Learn  how  to  tilt  the  odds  for  win- 
ning valuable  Oil  and  Gas  Leases  in 
your  favor  in  U.S.  Gov't  Public  Lands 
Oil  Lottery.  Thousands  of  acres  award- 
ed each  month  in  oil-rich  Wyoming.  $10 
tax  deductible  entry  fee  could  bring 
fortune  in  upfront  cash  plus  bonanza 
in  future  income  from  royalties.  Unique 
system  combines  geology  and  statis- 
tics for  best  odds  and  parcels.  Multi- 
plies your  chances  to  win  up  to  100 
times  or  better.  FREE  REPORT  (with- 
out obligation)  to  U.S.  citizens,  21  and 
over.  Write  to:  Wyoming  Energy  Corp., 
Dept.  F0578,  663  Fifth  Ave.,  New  York, 
N.Y.  10022. 


EXECUTIVE  OPPORTUNITY 

AREA  DISTRIBUTORSHIPS  AVAILABLE 

The  Stripping  Workshop,  a  national  furniture  stripping  company, 
has  developed  a  revolutionary  new  system  for  removing  paint  or 
varrdsh  from  wood  or  metal  in  seconds  without  using  lye  or  harsh 
acids.  We  have  established  and  are  currently  establishing  a  chain 
of  volume  production  furniture  stripping  centers.  These  centers 
are  owned  and  operated  by  private  individuals.  We  are  searching 
for  a  limited  number  of  individuals  to  function  as  one  of  our  Area 
Distributors  within  a  defined  geographic  area.  Our  Area  Distribu- 
tors have  a  high  degree  of  management  ability  with  a  minimum  of 
$15,000  to  invest  in  his  Distributorship  (size  of  area  determines  in- 
vestment). If  a  high  income  potential  and  a  rapid  return  of  your 
invested  dollar  interests  you,  phone  Mr.  Hugh  COLLECT  (415) 
785-5400  or  write  The  Stripping  Workshop,  Dept.  F,  22693  Hesperian 
Blvd.,  Suite  #150,  Hayward,  CA  94541. 


FREE  MAIL  ORDER  COURSE 

Famous  Mail  Order  "pro"  helps  men 
—women  gain  fast  start  in  Mail 
Order— World  Trade  home  business. 
Follow  same  plan  that  made  him 
millions.  Big  earnings  in  profitable 
hobby  or  retirement  project.  Write 
for  free  course.  No  obligations. 
B.  L.  MELLINGER,  Dept.  M1595 
Woodland  Hills,  CA  91367 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty 
items  all  dropshipped  for  you.  No 
packing  or  shipping.  Unique  Bonus 
Plan  stimulates  orders.  Free  cata- 
log &  details  from  GIFTIME,  Inc., 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144, 
(215)842-1400 


REACH  THE  AFFLUENT  IN  FCRBES  CLASSIFIED 


is,  SUCCESS 

ASK  THE  MAN 

r^|J»  WHO  OWNS  ONE 

One  of  the  largest  and 
most  successful  CB  Radio 
-Car  Stereo,  Home  Enter- 
tainment  franchise  retail 
sale  operation  is  selecting 
qualified  persons  for  author- 
ized   individual,    area,  and 
State  licensed  operations. 

$15,000  $100,000 
Investment  Range 

Qualified  person  tlown  to  San  Antonio.  Tx 

Complete  turn  key  sales,  marketing, 

operations  program  provided. 
CALL  TOLL  FREE  800  531  7230 
Texas    512  349  6425 


Communications, £lc. 


HOW  TO  MAKE  A 
KILLING  IN  YOUR  OWN 
SMALL  BUSINESS 

SPECIAL  18-PAGE  REPORT  OUT- 
LINES THE  HOTTEST  118  BUSI- 
NESS OPPORTUNITIES  FOR 
1978!  SEND  FOR  FREE  COPY  TO 
INTERNATIONAL  ENTREPREN- 
EURS ASSOCIATION,  Research 
Services  Division  Desk  611,  631 
Wilshire  Blvd.,  Santa  Monica, 
CA  90401. 


FRANCHISE 

Franchisor  of  prominent  service 
business  having  32  franchised  loca- 
tions for  sale.  Price  $375,000.  Only 
inquiries  with  enclosed  financial 
statements  or  bank  references  will 
be  answered.  No  brokers  please. 
Reply:  Box  A128  Forbes,  60  Fifth 
Ave.,  New  York,  N.Y.  10011. 

1978  FRANCHISE  ANNUAL 

Lists  1,200  Franchise  headquarters 
with  descriptions  of  businesses  and 
initial  investment  and  total  invest- 
ment. COMPLETELY  UPDATED.  Also 
complete  "HOW  TO"  handbook 
about  what  you  should  know  when 
entering  franchise  agreement.  $9.95 
add  75C  postage.  ($2.00  1st  class). 
Moneyback  Guarantee. 

INFO  PRESS 
736F  Center  Street 
Lewiston,  NY  14092 

TRAVEL 


Sail  a  tall  ship 

■8a,  to  small  Caribbean  islands. 

6  or  14  days  from  $290. 

*  \       Wnte  for  free  Adventure  Booklet. 
'Ofc"  Box  120.  Dept.  017 

I  Miami  Beach.  Fla.  33139. 


Uorafoof  Cubes 1 


TAXES 


SAVE  ON  TAXES 

Save  at  least  $500  on  this  year's 
tax  bill  or  your  money  back.  But, 
you  must  act  now!  Newsletter,  only 
$3.00  a  month.  The  rich  pay 
$l,000's  for  similar  tax  angles.  Send 
just  $3.00  to: 

AFTER-TAX  PROFITS 
827-108th.  N.E.  (P.O.  Box  1725) 
Bellevue,  WA  98009 


BE  A  TAX  CONSULT 


Income  unlimited  in  ever  growing  protest 
Our  students  are  earning  lucrative  fees  in 
nified  full  or  part  time  home  office  busfi 
preparing  income  tax  returns  during  busy 
season  Many  operate  profitable  Business 
Service  with  steady  monthly  fees  of 
No  bookkeeping  experience  necessary  We  f 
you  at  home  and  help  you  start  Licensed  by 
Education  Dept  No  agent  will  call  Write 
free  literature  Accredited  Member  NHSC 
proved  for  Vet  Training  A  home  study  sen 

NATIONAL  TAX  TRAINING  SCH0 
Monsey,  88EJ  N.Y.  10952 


[3m^m 

HERS  DO  EVERY  MONT 
S.  GOVERNMENT  OIL  LEll 

$U.Vi  DRAWINGS.  IF  YOU  AR  I 
AND  A  CITIZEN  YOU  ' 
PARTICIPATE  EQUA 
WITH  MAJOR  OIL  C 
PANIES  IN  THIS  LEI 
LOTTERY.  A  $25  TAX  DEDUCTI 
FILING  FEE  CAN  RETURN  UP 
$75,000  AND  MORE  IMMEDIATl 
PLUS  A  POSSIBLE  FORTUNE  IN 
TURE  INCOME.  WRITE  DEPT.  FF  I 
FREE  INFORMATION. 

F.  MILLIGAN,  INC 
600  MANHATTAN.  BOULDER.  CO  « 


BUSINESS  PRODUCTS 
&  SERVICES 


SELL  YOUR  PRODUCT 

In  A  Family  Oriented 
Mail-Order  Insert  Program 


50,000  Test  With  A  Roll-Ou 
Of  2.5  Million-First  Class  M 

PERCENTAGE  ARRANGEM 
OGI  MARKETING  INC, 

114  East  32  St.  New  York  100 
(212)  685-4923-Our  30th  Yd 


HOW  TO  ADVERTISE) 
FORBES  CLASSIFIE 

REGULAR    CLASSIFIED  LIST 

All  listings  are  accepted  at  th 
cretion  of  the  Publisher.  Line 
is  $17.35.  Minimum  size  ad  is 
inch  (14  agate  lines)  CO 
$242.90.  FORBES  will  typeset 
out  charge. 

DISPLAY  CLASSIFIED  ADVEI 
ING:  Line  rate  is  $17.  Minii 
size  for  display  is  two  inches 
agate  lines)  costing  $476.  Mm 
submitted  as  film  negative 
camera-ready  mechanical  to  ' 
For  specific  requirements  sem 
order  form. 

Box  numbers  provided  on  req 
There  is  no  charge  for  mailing 
ice  on  blind  ads. 

FORBES  CLASSIFIED  is  publil 
in  the  first  issue  of  each  ml 
Advertising  closing  date  is 
month  preceding  date  of  issue 
Frequency  discounts  available, 
ment  must  accompany  order  ui 
from  accredited  agency. 

Contact:    Sarah  Madison 

FORBES  CLASSIFIE: 
60  Fifth  Ave..  NYC  i  f 
(212)  675-7725 
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REAL  ESTATE 


r,  house  n 

*y  HUNTING  I 

*^0mM  or  selling  a  ■ 


REAL  ESTATE  WANTED 


ng  i 

how  fast  and  easy  it  really 
Write  for  our  FREE  booklet 
i    THE    HASSLE    OUT  OF 
HUNTING  ...  and  how  to  sell 
ne  for  the  right  price  fast 
No  obligation 


0 


I  RELOCATING? 

I 

d  800-325-3777 

In  M.ssoufi  call  3141389-1111 

VI  V/k"        PO  Box  5780F 
V9A  Si  Louis.  MO  631 21  • 


rhat  Are  You 

[ISSING? 


vestment  BUYS? 

-and  for  appreciation  is 
THE  Inflation  Beater') 

just  good  LIVING? 

Homes  of  tranquility 
with  Lakes  and  streams.) 

s  are  in  the  STROUT  Catalog 
ji  be  one  property  that  does 
you.  So  get  the  Catalog  It's  BIG 
id  FREE 

?OUT  REALTY,  Inc. 

cross  America-Since  1900" 
E  42nH  St  (Dept  40831 
New  York.  NY  10017 


HAPEL  HILL,  N.C. 

election  of  individual 
jorary  homes  on  large 
'rice  range  $45-65,000. 
built  for  energy  effi- 
vith  low  property  taxes, 
chure  and  floor  plans, 
vrite, 

:h  creations,  inc. 

Box  111 
apel  Hill,  N.C.  27514 
.  FREE  (800)  334-5475 


FREE  CATALOG 

1978  Catalog  describes 
res  more  than  2,500  farms, 

acreages,  recreational 
i,  businesses,  town  and 
tomes  in  39  states  coast 
Please  specify  type  and 
referred. 

TED  FARM  AGENCY 

612-Y  W.  47th 
nsas  City,  MO  64112 

YA  DIVERSIFIED  FARM 

:res-4,000  is  dry  farmed, 
cows  on  balance  plus  crop 
Sellers  will  lease  back 
riple  net.  Purchase  price 
0  cash.  Our  office  can  ob- 
long-term financing. 

.  AND  HALL  INC. 

252-2155  or  Box  1924 
Billings,  MT  59103 


FOR 
SALE 


.HIT. 


ie  &  rare  property  on  a 
'ahiti  lagoon.  The  former 
•ey  game  fishing  camp, 
ely  developed,  includes 
oad  from  sea  to  400  ft. 

superb  view  of  lagoon, 
sa,  2  red  cedar  furnished 

the  perfect  South  Seas 
iy. 

Telephone 


ve 

(  582 
,  Tahiti 


28910 
24929 


LAND  WANTED 

Ranch/Recreation  type 

Minimum  10,000  deeded  acres 
Size  unlimited. 
Cash  purchase  or  terms  to 
accomodate  seller. 
Box  A130  Forbes, 
60  Fifth  Ave.,  N.Y.,  N.Y.  10011 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


EXECUTIVE  GIFTS 


BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  invited 
Write:  Box  A131  Forbes, 
60  Fifth  Avenue 
New  York,  NY  10011 


AUTOMOBILES 


78  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  U  S  A. 
Buy  your  new  1978  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory. 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  Q  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 

Phone  (313)875-0300 

Call  Mike  Opyr  or  Gene  Schuftz 


SAVE  $$$$  ON  NEW  1978  CARS 

Buy  at  Detroit  prices  -  save  on 
freight,  too!  Full  factory  warranty. 
Call  toll  free  (800)  521-7257  for 
computer  print-out  price,  or  mail 
make  &  model  to:  BONDED  BRO- 
KERS, 2547-S  Monroe  Blvd.,  Dear- 
born, Michigan  48124.  (313)  565- 
5577.  Specializing  in  Lincoln/Mer- 
cury, Ford  &  other  "Big  3"  makes. 

EXECUTIVE  EDUCATION 

EXTERNAL  DEGREES  IN  BUSINESS 
BACHELOR'S  •  MASTER'S  • 
DOCTOR'S 

An  alternate,  practical  approach  to 
higher  education  for  in-service  ex- 
ecutives who  cannot  meet  on-cam- 
pus  classes.  Write:  External  Regis- 
trar, Western  Colorado  University, 
1129  Colorado  Avenue,  Grand  Junc- 
tion, Colorado  81501.  •  "A  Recog- 
nized Candidate  for  Accreditation, 
Accrediting  Commission  on  Higher 
Education,  National  Association  of 
Private,  Non-traditional  Schools  and 
Colleges." 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple who  cannot  meet  on-campus 
classroom  requirements.  Credit  for 
college  related  life  experience 
learning.  Write  or  call  for  Catalog 
and  details.  Off-Campus  Registrar, 
KENSINGTON  UNIVERSITY 

512  E.  Wilson  Ave. 
Glendale,  Cal.  91209 

Tel.  213,  245-7224 


SWISS  FRANC  SECURANCE 

for  purchasing  power  protection 
against  continuing  inflation  and 
soaring  consumer  prices.  FREE 
FACTS  on  guaranteed  life  in- 
come or  interim  fund  placement 
payable  in  world's  strongest  cur- 
rency deposited  to  your  bank 
monthly  or  quarterly  by  major 
Swiss  fiduciaries.  NORTHSTAR 
FINANCO,  524  CHARLES,  E. 
LANSING,  Ml  48823. 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details. 

AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 


LARGE  SILVER  MINE 

Recently  spent  $375,000.  Have 
Mill  nearly  complete.  Like  to 
associate  with  company 
venturing  or  investing 
working  Capital. 
F.W.  LEWIS 
120  Greenridge  Dr. 

Reno,  NV  89509 
Phone  702/826-2404 


INVEST  IN  THE  CAROLINAS 

Two  new  commercial  buildings  with 
long  term  lease  to  AAA  tenants  for 
sale  in  Charlotte  &  Selby  N.C,  each 
in  the  $140,000  range.  9%  net  re- 
turn. Buy  one  or  both. 

GODLEY  ENTERPRISES 

PO  Box  5064,  Charlotte,  NC  28225 
or  704/  596-3304 

ART  &  ANTIQUES 

COLLECTORS  SERIES™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  I L  60680 

RARE  BOOKS 


WE  BUY  AND  SELL 
RARE  BOOKS  AND 
MANUSCRIPTS 

Also  specialize  in 
any  form  of  Judaica. 
Call:  Mr.  Goldman 
(215)  925-2762  or  write: 

520  Pine  Street 
Philadelphia,  Pa.  19106 


BOOKS 


EMPLOYERS'  HANDBOOK 

Owners,  Managers:  new  EMPLOY- 
ERS' HANDBOOK  OF  FEDERAL  EM- 
PLOYEE REGULATIONS  completely 
outlines  your  responsibilities  under 
1978  Minimum  Wage,  Anti-discrim- 
ination, Social  Security  Tax  and  Re- 
tirement Plan  regulations.  75-page 
manual  written  by  DC  law  firm  in- 
cludes Federally-required  posters. 
Avoid  fines  or  penalties,  act  today. 
$5.95.  FORREST  PUBLISHING  CO. 
Dept  F,  PO  Box  218 
Upper  Marlboro,  MD  20870 


Corporate 
Signature  Ties 

Let  our  designers  transform 
your  company  logo  or  trade 
mark  into  a  custom  woven 
tie.  Subtly.  Tastefully.  Ex- 
clusively yours. 

Impeccable  Hampton  Hall 
quality  in  all  fabrics:  pure 
silk,  DuPont's  Qiana,  or 
polyester.  Minimum  only  150 
ties.  Scarves  and  Blazer  j 
Badges  also  available. 
Phone  or  write. 

Mampten  9tatt,£td. 

51  East  42nd  Street.  New  York  10017 
k  (212)  687-6810  A 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


SUCCESSFUL  MANUFACTURERS' 
REPS  worldwide  read  our  weekly 
bulletins  listing  firms  looking  for 
representatives,  their  product  lines, 
and  territories  available.  Weekly 
Newsletter  keeps  both  reps  and 
principals  informed.  Many  other 
services.  Details:  United  Associa- 
tion Manufacturers'  Representa- 
tives, Dept.  9,  808  Broadway,  Kan- 
sas City,  MO  64105. 

FOR  INVENTORS 


FREE  DIRECTORY  OF  1001  COR- 
PORATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based 
invention  service  company.  For  im- 
portant information  on  Protecting, 
Developing,  Marketing  your  inven- 
tions/ideas for  Cash/ Royalty  sales, 
write  for  Free  Inventors  Kit  No. 
A  199.  Raymond  Lee  Organization, 
230  Park  Avenue  North 
New  York,  NY  10017 

MGM'T  &  SALES  MEETINGS 


One  out  of  every  13  FORBES  subscribers  is  a  millionaire 


Its  like  reading 
your  boss's  mind 


r 


The  man  whose  job  you're  after  read 
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,  on  the 

UghtS  .  .  .Business  of  Life 


Doing  is  the  great  thing.  For  if, 
resolutely,  people  do  what  is  right, 
in  time  they  come  to  like  doing  it. 
John  Ruskin 


Iron  rusts  from  disuse;  water  loses 
its  purity  from  stagnation  and  in'  cold 
weather  becomes  frozen;  even  so  does 
inaction  sap  the  vigors  of  the  mind. 
Leonardo  da  Vinci 


Every  human  mind  is  a  great  slumberin 
power  until  awakened  by  keen  desire 
and  by  definite  resolution  to  do. 
Edgar  F.  Roberts 


The  thing  that  counts  is  not  what 
we  could  do  but  what  we  actually  do. 
Leo  L.  Spears 


No  man's  abilities  are  so  remarkably 
shining  as  not  to  stand  in  need  of 
a  proper  opportunity. 
Pliny 


No  one  knows  what  it  is  that 
he  can  do  until  he  tries. 
Publilius  Syrus 


I  am  only  one,  but  still  I  am  one. 
I  cannot  do  everything,  but  still  I 
can  do  something  and  because  I  cannot 
do  every  thing,  I  will  not  refuse  to  do 
the  something  that  I  can  do. 
Edward  Everett  Hale 


Everyone  knows  the  usefulness 
of  the  useful,  but  no  one  knows 
the  usefulness  of  the  useless. 
Chuang-tzu 


As  people  used  to  be  wrong  about  the 
motion  of  the  sun,  so  they  are  still 
wrong  about  the  motion  of  the  future. 
The  future  stands  still;  it  is  we 
who  move  in  infinite  space. 
Rainer  Maria  Rilke 


Beware  of  the  lure  of  the  swivel  chair! 
So  easy  is  it  to  sink  into  routine 
habits.  One  feels  so  much  more 
at  ease  in  the  accustomed  office 
chair  than  in  hurrying  hither  and 
thither,  striving  to  overcome  barriers. 
Unless  we  are  on  guard,  we  are 
inclined  to  let  others  come,  if 
they  ivish,  to  see  us.  But  the  way 
to  find  business  is,  of  course, 
to  go  out  after  it. 
B.  C.  Forbes 


The  more  I  work,  the  more  I  want  to  worl 
Joan  Miro 


There  is  no  stupid  work, 
there  are  only  stupid  people. 
French  Proverb 


Economic  depression  cannot  be  cured 
by  legislative  action  or  executive 
pronouncement.  Economic  wounds  mu| 
be  healed  by  the  action  of  the  cells 
of  the  economic  body,  the  producers 
and  consumers  themselves. 
Herbert  Hoover 


There  is  no  medicine 
for  a  life  that  fled. 
Ibycus 


Progress  is  not  created 
by  contented  people. 
Frank  Tyger 


Sunday  is  the  day  people  go 
quietly  mad,  one  way  or  another. 
William  Saroyan 


Until  one  is  committed,  there  is 
hesitancy,  the  chance  to  draw  back, 
always  ineffectiveness.  Concerning 
all  acts  of  initiative  (and  creation), 
there  is  one  elementary  truth,  the 
ignorance  of  which  kills  countless  ideas 
and  splendid  plans.  That  the  moment 
one  definitely  commits  oneself, 
then  providence  moves,  too.  All  sorts 
of  things  occur  to  help  one  that  would 
never  otherwise  have  occurred. 
William  H.  Murray 


Keep  the  faculty  of  effort  alive 
in  you  by  a  little  gratuitous 
exercise  every  day. 
William  James 


Machines  are  beneficial  to  the  degree 
that  they  eliminate  the  need  for  labor, 
harmful  to  the  degree  that  they 
eliminate  the  need  for  skill. 
W.  H.  Auden 


Whether  we  like  it  or  not,  we  must 
work,  and  we  must  accept  employment 
at  the  best  terms  we  can  get. 
William  Feather 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Deanna  O'Bryan,  McLean,  Va. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Let  us  go  up  at  once,  and  possess  it; 
for  we  are  well  able  to  overcome  it. 
Numbers  13:30 
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Give  Dad  a  distinguished  name. 
After  all,  he  gave  you  one. 
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Seagram's  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 


CANADIAN  WHISKY 


SKY.  A  HI  (Nil  OF  CANADA'S  FINES!  WHISKIES.  6  Yf  AHS  OLD.  86.8  PROOF.  SEAGRAM  DISIItURS  CO..  N  Y  C. 
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Why  I 
choose 

smoke! 


"Why  kid  anyone?  I  smoke 
because  I  enjoy  it.  I'm  the  kind  of  guy 
who  gets  pleasure  out  of  a  cigarette. 
But  I'm  not  deaf  to  what's  being  said 
about  tar.  . 

"So  I  searched  out  a  cigarette 
that  would  give  me  taste  with  low  tar. 
And  two  years  ago  I  found  it  in 
Vantage.  Vantage  has  all  the  taste  I 
enjoy  yet,  surprisingly,  much  less  tar 
than  my  old  brand. 

"Why  did  I  choose  Vantage? 
Because  I  like  it." 


Michael  Epperson 
Miami,  Florida 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine,  MENTHOL:  11  mg. "tar", 
0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 
FILTER  100's :  11  mg.  "tar".  0.9  mg.  nicotine  av  per  cigarette  by  FTC  method. 


Delta  is  an  air  line  run  by  professionals.  Like 
Arlan  Ellmaker,  Weather  Analyst.  He's  earned  a 
degree  in  meteorology.  Spent  four  years  with  the 
Air  Force  weather  service.  And  he's  been  plotting 
Delta  flights  for  the  past  seven  years. 

Arlan*s  job  is  turning  yards  and  yards  of  complex 
weather  data  into  a  cloud-nine  flight.  He  can  look  at 
ISO  possible  flight  paths  between  a  pair  of  cities  and  pinpoint 
the  one  route  that  gives  passengers  the  smoothest  ride. 

When  it  comes  to  people,  Arlan  Ellmaker  couldirt  care  more. 
And  that  goes  for  all  31,000 Delta  professionals. 

Delta  is  ready  when  you  are. 


This  is  Deltas  Wide- Ride  L-1011  TriStar, 

a  $25  million  superjet.  The  "living  room" cabins  are 

8  feet  high,  almost  19  feet  wide. 
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The  recent  Big  Board  rally  would  have  to  go 
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will  be  a  match  in  savvy  much  sooner. 
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gets  the  credit,  says  American  Electric  Pow- 
er's Pete  White. 
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treaty  has  the  states  up  in  arms.  They  want  to 
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off  the  employers  they  need  most. 
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Europe:  Shrinking  Market  For  U.S.  Food? 

They  have  less  land  and  higher  costs  than 
U.S.  farmers.  But  what  Europe's  handful  of 
farmers  do  know  how  to  do  is  lobby. 


Companies:  Dictaphone  Reborn 

With  some  smart,  hard  work  plus  a  little  bit 
of  luck,  Larry  Tabat  has  put  the  old  com- 
pany right  back  on  top  of  its  field. 
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At  last  reading  there  was  no  oil-wildcatting- 
plus-horse-racing  fund,  but  you  can  buy 
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117    Germany:  The  Post-Miracle  Blues 
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No  investors,  that  is.  But  that  hasn't  kept 
Tinkham  Veale  from  making  it  into  one  of 
the  most  successful  conglomerates. 


1 29    How  To  Make  $1 00,000  A  Year 

The  first  rule  is  work  for  yourself.  Doctors 
do  best,  but  our  sample  of  13  includes  an 
art  dealer  and  a  log  hauler. 


158    Railroads:  The  High-Bailing  Rio  Grande 

Gus  Aydelott's  recipe  is  simple:  Take  one 
well-run  railroad,  and  add  a  huge  new  ton- 
nage of  coal  business. 


165    Lowlights  Of  1977:  Who  Goofed  Worst? 

The  large  number  of  candidates  clearly  sug- 
gest that  the  award  should  be  split.  Here  are 
over  a  dozen  front-runners. 
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174    Companies:  Dull  Can  Be  Beautiful 

Automatic  Switch  prexy  Frank  Hurlburt 
may  not  bewitch  you  with  words,  but  his 
company  figures  talk  a  smooth  line. 


177    The  Scourge  Of  The  Closed-End  Funds 

Gollust  and  Jacobson  didn't  take  over  Na- 
tional Aviation  &  Technology  fund,  but  they 
made  it  change.  They  also  made  $700,000. 


181    Management:  Acres  Of  Diamonds 

After  stumbling  in  theme  parks  and  cruise 
ships,  young  Bill  Marriott  is  finding  hotels 
and  restaurants  pretty  promising  after  all. 


192    Companies:  How  To  Be  Acquired 

Vornado  is  demonstrating  one  way:  Build 
up  a  $100-million  cash  hoard  when  the 
market  prices  your  stock  at  just  $60  million. 


197    Companies:  Is  Chris-Craft  On  The  Move? 

With  the  bitter  Piper  fight  behind  him,  Herb 
Siegel  talks  about  "investing"  in  other  com- 
panies. Investing,  he  says? 
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295    The  Economy:  Dollar  Turnaround 

Could  you  believe  the  Europeans  and  japa- 
nese  may  soon  be  asking  us  to  lower  the 
value  of  the  dollar?  Don't  laugh. 


Columnists 
Ben  Weberman 
Lucien  O.  Hooper 
John  Train 
Thomas  P.  Murphy 
Stanley  W.  Angrist 
Richard  B.  Hoey 
Walter  Oechsle 


Departments 


Page  197 


10 
16 

26 
36 
43 
46 
312 


Side  Lines 
Trends 

Follow-through 
Readers  Say 
Fact  and  Comment 
Other  Comments 
Thoughts 


The  FORBES  500s 

201  Introduction  To  The  FORBES  500s 

202  The  Sales  500 

A  ranking  of  the  largest  U.S.  companies  by  total  sales. 

209    The  Profits  500 

A  ranking  of  the  largest  U.S.  companies  by  net  profits. 

221    The  Assets  500 

A  ranking  of  the  largest  U.S.  companies  by  total  assets. 

232    The  Market  500 

A  ranking  of  the  largest  U.S.  companies  by  total  market  value. 

242    Company  Roster 

An  alphabetical  directory  of  the  797  companies  ranked  on  one  or  more  of  the  FORBES  500  lists  above, 
including  key  operating  statistics  and  the  name  of  the  chief  executive. 

286    Employees  Roster 

An  alphabetical  list  of  the  500  publicly  owned  U.S.  companies  that  are  the  largest  employers  of  labor. 
Also  included  are  data  on  assets  and  profits  per  employee. 

PHOTOS:  p. 10,  top  left,  Herb  Goro;  p. 10  top  right,  Timothy  J.  Newcomb;  p. 10  bottom,  Art  Shay;  p. 26,  Doug  Wilson/Black  Star;  pp.51,  111.  124,  174,  177,  Bill 
Kelly;  p. 52,  Les  Wilson;  pp.53,  98,  103  top,  Wide  World;  pp.55,  57,  UPI;  p. 58,  Leslie  Bland;  p. 58  middle  &  bottom,  Jim  Flanigan;  p. 60,  Diane  Koos  Gentry/Black 
Star;  p.95,  John  Grossman;  p. 96  top,  Mike  Evans;  p. 96  bottom,  Susan  Lombardo;  p. 97  top,  David  Falconer/Black  Star;  p.  103  bottom,  Carl  Iwasaki;  p.  104, 
Liaison;  p. 106,  Sygma;  pp.117,  120,  122,  John  Berry;  p. 158,  Brian  Payne/Black  Star;  p. 172  lower  left,  Dan  Wynn;  pp.186,  187,  188,  Jim  Pickerell;  pp.192, 
193  Mark  Ivins;  p. 286  top  left,  Dennis  Brack/Black  Star;  p. 286  top  right,  Bill  Grimmes/Black  Star;  p. 286  bottom  left,  John  Launois/Black  Star.  DRAWINGS: 

pp.165,  166,  167,  168,  172,  Susan  Faiola.  CHARTS:  pp.50,  120,  295,  Andrew  Christie.   

COVER  CONSULTANT:  Peter  Palazzo   CONSTRUCTION:  Blake  Hampton    PHOTOGRAPHY:  Irv  Bahrt 


Forbes  is  published  biweekly  by  Forbes  Inc.,  60  Fifth  Ave.,  New  York,  N.Y.  10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional  mailing 
offices.  Subscription  $21  one  year  U.S.A.  Copyright  ©  1978  Forbes  Inc. 


4 


FORBES,  MAY  15,  1978 


One  295-B  shovel  can  load  enough 
coal  to  generate  electricity  for 
the  entire  city  of  Milwaukee. 


Building  cost-saving  shovels 
is  only  part  of 
the  Bucyrus-Erie  leadership  story 

The  40  yd.  dipper  shown  is  the  largest  ever  built  for  a  coal  loading  shovel. 
Big  capacity,  faster  loading  cycles,  and  power-saving  electric  drive  all 
contribute  to  lower  cost  coal  loading. 

Coal  loaders  like  this  can  help  meet  mushrooming  demands  for  energy 
around  the  world.  Coal,  our  most  important  and  largest  energy  resource, 
can  increasingly  replace  costly  natural  gas  or  oil  in  generating  electricity. 
And  46.3':.  of  the  electricity  in  the  United  States  already  comes  from 
coal-fired  generators. 

As  the  world's  largest  manufacturer  of  surface  mining  equipment,  we're 
continually  working  to  increase  productivity.  To  help  meet  world  needs, 
we've  increased  production  capacity  for  mining  shovels,  blast  hole  drills, 
walking  draglines  and  construction  machinery.  Our  commitment  to  pro- 
ductivity says  a  lot  about  Bucyrus-Erie's  leadership.  For  information  write, 
on  your  letterhead,  to  Bucyrus-Erie  Company,  Dept.  GF,  South  Milwaukee, 
Wisconsin  53172. 

BUCYRUS-ERIE  M 


"First  thing 
Monday  morning 

this  office  is 
going  on  a  diet." 


Paper. 

Kodak  knows  it's  the  cholesterol  that 
flows  through  the  modern  office.  And  too  much 
paper — no  matter  how  many  sleek  filing  cabinets 
you  buy  to  cope  with  it— can  make  your  office 
overweight.  That's  why  you  should  look  into 
the  Kodak  Reducing  Plan. 

The  Kodak  Reducing  Plan  doesn't  com- 
pete with  your  paper  files.  It  doesn't  try  to  elimi- 
nate them.  But  it  does  put  paper  in  its  place.  And  it 
does  cut  down  your  minimum  daily  requirement 
of  paper.  So  your  office  sheds  needless  girth.  And 


is  faster  to  act  and  react  when  speed  is  essential. 

The  Kodak  Reducing  Plan  can  cut  down 
your  paper  intake  and  reduce  your  paper-handling 
costs  substantially.  How?  Through  microfilming, 
a  key  element  in  the  Kodak  Reducing  Plan. 

Get  your  office  back  into  fighting  trim; 
join  the  Kodak  Reducing  Plan. 

The  first  step  is  as  easy  as  mailing  the 
coupon.  But  do  it  now.  Remember,  a  reducing 
plan  that's  put  off  till  Monday 
morning  is  no  reducing 
plan  at  all. 

The  Reducing  Plan 

Kodak  microfilm 


Eastman  Kodak  Company 
Department  DP8539 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan. 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 


Name 


Company 


Title 


Address 


City 


State  &  Zip 


Phone 


Results, 
not  excuses. 

At  Austin, we  don't  hide 
behind  fine  print. 


The  Austin  Company  has 
based  one  hundred  years  of  design 
and  construction  business  on  a 
simple  belief:  behind  every  contract 
lies  something  even  more  important 
—the  customer.  And  the  customer 
wants  results.  Pure  and  simple. 

That's  why  so  many  companies 
that  come  to  Austin . . .  come  to  us 
again.  In  aircraft,  automotive, 
chemical,  food  processing  and 
dozens  of  other  industries,  75%  of 
Austin's  business  has  been  repeat 


work  for  existing  customers. 

It's  the  reason  why  90  percent 
of  Austin's  jobs  have  been  com- 
pleted on  time  and  within  budget. 

And  it's  the  reason  you  should 
consider  Austin's  single-source 
responsibility  for  your  next  design  or 
building  project— industrial,  com- 
mercial or  institutional. 

Results,  not  excuses.  It's  very 
basic  business.  But  in  these  days  of 
fine  print  contracts  and  tarnished 
values,  the  basics  are  very  refreshing. 


OHjy  THE  AUSTIN 
COMPANY 


DESIGNERS  •  ENGINEERS  •  BUILDERS 

1878  A  CENTURY  OF  RESULTS  1978 


"you've  got  My  guarantee^ 
that  west  virginia  is  ' 
everything  we  say  it  is." 

The  package  we  put  together  for  the  serious  investor  has 
?  Rockefeller's  personal  approval  or  it  never  gets  out  the  door. 


i  body  who  makes  a  promise  like  this  is  serious 
:  ut  doing  business.  And  confident  that  West 
jinia  can  deliver  what  you're  looking  for:  the 
it  situation  for  a  capital  investment.  Take  energy. 
'  re  sitting  on  400  more  years  worth  of  coal. 

er  investors.  Last  year  alone  industry  and  busi- 
:  s  put  $1 .5  billion  more  into  our  state.  Quality  of 
liThe  lowest  crime  rate  in  the  U.S.  says  it  better 

i  anything.  Find  out  all  the  facts  by  sending  in 

coupon.  We  promise  you  that  someone  who 

ws  the  ropes  will  act  on  it. 


□  Yes,  I'd  like  to  see  a  summary  of  the  facts. 

□  I  would  like  a  detailed  proposal  for  bottom  line  profits 

□  Have  one  of  your  professionals  give  me  a  call  at  


I  0858 


Name^ 


Title 


Address^ 


Company. 


City_ 


Staie_ 


Don  Moyer,  Governor's  Office,  Charleston,  WV  25305 

Stat o  r>f  West  Virginia 
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Penetrating  The  Hard  Core 


WASHiNGTON-based  Jean  Briggs  (be- 
low) has  done  a  number  of  stories 
about  federal  job  programs  and  about 
unemployment.  "But  it  was  air  rather 
theoretical,"  says  Briggs,  a  versatile 
reporter  whose  recent  articles  have 
covered-  such  diverse  subjects  as 
proxy  fights,  the  backlash  against  en- 
vironmentalism  and  the  fortunes  of 
the  American  Can  Co.  "I  was  writing 


to  persuade  the  editors  to  let  her  look 
into  it. 

More  than  six  weeks  of  reporting 
by  Briggs  and  other  Forbf.s  staffers 
produced  the  picture  essay  that  be- 
gins on  page  65.  She  and  her  associ- 
ates found  no  miracles,  but  they  met 
dozens  of  dedicated  executives  whose 
zeal  for  helping  the  left-out  members 
of  our  society  was  chipping  away  at 


On  The  Job  (left  to  right):  )ean  Briggs,  Roger  Zapke  and  Herb  Goro. 


about  things  like  'hard  core'  and 
structural'  unemployment,"  she  says, 
"about  the  dimensions  of  the  problem 
but  not  about  the  actual  people."  A 
few  months  back,  she  scanned  a  little- 
noticed  report,  by  the  Committee  for 
Economic  Development,  on  efforts 
by  private  business — sometimes 
with,  sometimes  without  federal 
help — to  train  unskilled  people  for 
skilled  jobs.  "I  thought  that  kind  of 
private  program  had  gone  out  with 
the  Sixties,"  Briggs  said,  and  went  on 

Forbes  In  Chicago 

Compulsive  readers  of  magazine 
mastheads,  a  curious  pastime  shared 
by  a  surprisingly  large  number  of  per- 
sons, even  nonjournalists,  will  have 
noted  a  new  addition  to  Forbes'  ros- 
ter. He's  Bob  Tamarkin,  38,  recently 
named  chief  of  our  new  Chicago  bu- 
reau. Tamarkin  comes  to 
Forbes  from  the  late,  la- 
mented Chicago  Daily 
News.  There,  in  a  career 
that  began  in  1966,  he 
acquired  solid  creden- 
tials covering  business, 
finance,  economics  and 
the  stock  market.  He 
also  did  distinguished  lo- 
cal investigative  report- 
ing and  equally  distin- 
guished reporting  from 


Bob  Tamarkin 


one  of  America's  most  intractable 
problems — and  bringing  plausible 
hope  into  thousands  of  previously  al- 
most hopeless  lives.  . 

The  photographs  accompanying  the 
article  were  taken  by  Herb  Goro,  the 
distinguished  New  York-based  film- 
maker and  photographer,  whose  do- 
cumentaries have  won  major  recogni- 
tion, including  a  National  Magazine 
Award.  The  article  was  laid  out  by 
Assistant  Art  Director  Roger  Zapke, 
who  is  shown  (above)  with  Goro. 

Asia  and  Africa.  He  has  been  nomi- 
nated for  two  Pulitzers — the  first  for 
investigative  reporting  on  Blue 
Cross/Blue  Shield  and  Medicare,  the 
second  for  his  coverage  of  the  collapse 
of  the  South  Vietnam  government 
and  the  American  pullout  in  April 
1975.  (Bob  was  the  last  American  cor- 
respondent to  leave  Saigon.) 

Tamarkin  will  be  a 
busy  man;  35  of  the  797 
companies  included  in 
this  year's  Annual  Direc- 
tor)' Issue  are  headquar- 
tered in  Chicago.  As  a 
base  for  big  business, 
Chicago  is  second  only  to 
New  York,  where  115 
companies  are  headquar- 
tered, and  well  ahead  of 
Los  Angeles,  which  has 
only  23.  ■ 


10 


FORBES,  MAY  15,  1978 


Some  automakers  are  now 
introducing  their  first  diesel. 
It's  the  50th  Anniversary  of  ours. 

For  a  lot  of  reasons  a  lot  of  automakers  now  regard  the  diesel  as  "the  engine  of  the  future."  So 
they're  rushing  to  get  a  diesel  car  into  the  market. 

Well  rushing  won't  help,  because  you  can't  rush  experience.  And  in  the  half  century  since  we 
started,  we've  learned  a  few  things  about  diesels  that  will  be  anything  but  obvious  to  a  newcomer. 

For  example,  we  will  never  build  a  hybrid  diesel,  which  is  simply  a  gas  engine  converted  to  diesel. 
The  reason  is  that,  while  the  two  types  of  engine  may  look  similar,  they're  actually  quite  different.  We 
feel  a  diesel  needs  more  strength.  And  a  converted  gas  engine  just  can't  match  a  diesel  that  was 
designed  from  the  ground  up  to  be  a  diesel.  In  fact,  our  504  Diesel  even  comes  with  a  one  year  unlimited 
mileage  warranty* 

Another  thing  we've  learned  is  that  there's  no  point  in  putting  an  engine  that  can  take  it  in  a  car  that 
can't.  So  we  use  all  of  our  world-wide  experience  and  engineering  expertise  to  try  to  build  a  car  that's  as 
tough  as  its  engine. 

The  504  Diesel  also  comes  with  sportscar-like  handling  and  the  room  of  a  full-sized  sedan.  Plus  a 
long  list  of  standard  luxuries  like  power-assisted  rack  and  pinion  steering  and  four-wheel 
disc  brakes;  four-wheel  independent  suspension;  electric  front  windows;  tinted  glass; 
fully  reclining  seats  and  a  sliding  steel  sunroof.  if 

Oh  yes,  there  are  a  couple  of  options.  You  can  order  automatic  transmission,  and  m 
the  504  Diesel  also  comes  as  a  station  wagon.  m 

So  if  you're  interested  in  what  a  diesel  car  can  and  should  be,  stop  into  your 
nearest  Peugeot  showroom  for  a  test  drive. 

The  Peugeot  Diesel.  It's  our  fiftieth  anniversary,  but  it  can  be  a  real  celebration  for  you. 

:|!Full  terms  of  the  Peugeot  limited  warranty  are  available  at  your  dealer. 


No  one  builds  cars  the  way  we  build  cars. 

For  information  on  buying,  leasing  or  overseas  delivery,  see  your  Peugeot  Dealer.  Or  call  800-243-6000 
toll-free  (Conn.  1-800-882-6500).  Peugeot  Motors  of  America,  Inc.,  Lyndhurst,  N.J.  07071. 


AIG. 

Our  business 


is  developing  new  ways 
to  keep  your  business 
out  of  trouble. 


I PRODUCT  . 


Cr  Just  a  few  of  the  more  than  80  kinds  of  insurance 

provided  by  the  more  than  70  members  of  the 
American  International  Group. 


"director's  &  Officer's  Insurance. 
~J  Kidnap  &  Ransom  Insurance.  Pension 
rust.  SEC  Liability  Insurance.  Special 
ivents  Coverage.  Product  Liability  Insur- 
hce.  Multinational  Insurance.  AIG  Risk 
lanagement.  That's  just  the  beginning, 
.nd  the  end  isn't  yet  in  sight.  Our  job  is  not 
aly  to  come  up  with  insurance  methods  to 
;>lve  your  traditional  business  problems,  but 
|  anticipate  the  problems  you're  going  to 
ave  ana  to  create  ways  to  handle  those 
ist  as  effectively. 

What  is  AIG? 

American  International  Group  (AIG) 
made  up  of  over  70  separate  insurance 
rganizations.  All  of  whom  deal  directly 
ith  insurance  agents  or  brokers.  They  may 
\  as  specialized  as  AIG  Oil  Rig  Inc.  or  as 
1-  encompassing  as  American  Home 
.ssurance  Company.  Many  operate  in  the 
J.S.  like  National  Union  or  Commerce  and 
ndustry.  Others,  like  AIU  insure  risks  every- 
1'here  but  the  U.S.  Together  they 
iffer  just  about  every  kind  of 
jisurance,  for  every  kind  of  bus- 
iness, everywhere  in  the  world. 

Where  is  AIG  going?  , 

AIG  is  one  of  the  world's 
lajor  insurance  groups, 
mploying  13,000  people 
l  more  than  130  coun- 
ties and  jurisdictions 
round  the  world.  And 
lenerally  offering 
ighest  capacities 
nd  providing 
nsurance  in 
ategories  many 
isurance 
ompanies  are 
nable  to 


enture  into. 


Domestic  General 
Insurance  Gross 
Premiums. 

(Millions  of  Dollars) 


In  the  United  States  alone,  AIG  com- 
panies wrote  more  than  $1,500,000,000  in 
gross  premiums  in  1977.  In  addition,  AIG  is 
the  largest  U.S.  insurance  group  doing 
business  overseas.  Selling  insurance  not 
only  at  the  local  level, 
but  creating  new 
and  innovative 
policies  for 
multinational 
companies.  We 
started  to  bring 
U.S.  insurance 
methods  to  the 
rest  of  the  world 
over  59  years  ago. 
So  today,  when  more 
and  more  companies 
are  doing  more  and 
more  business  in 
more  and  more  countries,  we  can  offer 
through  member  companies  like  AIU,  the 
expertise,  as  well  as  the  financial  capabilities, 
to  provide  adequate  and  effective  insurance. 

Where  to  find  out  more  about  us 

If  you're  interested  in  a  specific  type  of 
insurance,  or  AIG  in  general,  fill  in  the 
coupon  and  we'll  be  pleased  to  send  you  fur- 
ther information.  We  believe  that  the  more 
you  know  about  AIG,  the  better  it  is  for  you 
and  your  business. 

We  welcome  inquiries  from  any 
licensed  agent  or  broker.  You  don't  have  to 
be  a  regular  producer  to  place  business  with 
most  AIG  companies. 

rFRBS  5-124 

xmJLvX  American  International  Group 

Dept.  A,  102  Maiden  Lane,  New  York,  N.Y.  10005 

Please  send  me  more  information  about  the  following  policy: 

Name 


Title 


Phone 


Company 


Addr 


City 


State 


Zip 


IG  Risk  Management,  Inc.  •  American  Home  Assurance  Company  •  American  International  Life  Assurance  Company    M  Member  Companies  of 
New  York  •  American  International  Underwriters  •  Commerce  and  Industry  Insurance  Company  •  National  Union  American  International  Group 

re  Insurance  Company  of  Pittsburgh,  Pa.  •  New  Hampshire  Insurance  Group  •  North  American  Managers,  Inc. 


What's 
Gannett  doing 

in  another  tropical 

paradise? 


We're  doing  the  same  thing  in  the  U.S. 
Virgin  Islands  that  we're  doing  in  Hawaii  and 
on  the  island  of  Guam. 

Publishing  good  newspapers. 

The  Daily  News  of  the  U.  S.  Virgin  Islands  at 
St.  Thomas,  a  recent  addition  to  the  Gannett 
group,  links  the  easternmost  U.  S.  paradise 
with  its  counterparts  in  the  Pacific,  the 
Honolulu  Star-Bulletin  and  the  Pacific  Daily 
News  on  Guam,  the  westernmost  U.  S.  terri- 
tory. 

All  three  newspapers  cover  communities 
basking  in  island  sunshine  and  ocean 
breezes,  but  each  covers  very  different  news 
for  a  very  different  audience,  characteristic  of 
Gannett's  World  of  Different  Newspapers. 

In  Hawaii,  the  afternoon  Star-Bulletin  cov- 
ers the  politics  on  Oahu,  tourists  at  .j^jFi 
Waikiki  and  editorializes  on  a  de-  jd\ 
velopment  plan  for  the  islands. 

On  Guam,  the  morning 
Daily  News  covers  the  com- 
monwealth talks  for  Micro- 
nesia, village  fiestas  at 
Mongmong  and  Talofofo 
and  editorializes  on  a  dam 
on  the  Ugum  River. 

And  on  St.  Thomas,  the 
afternoon  Daily  News 
covers  the  proposed 
revisions  in  the  Vir- 
gin Islands' 
Constitution, 
the  arrival  of 
President  * 
Carter's  press 
secretary  and 
the  facelift  of  an 
old  residential 
area. 

On  the  main- 
land 74  other  Gan- 
nett newspapers  in 
states  all  across 


country  are  just  as  different— from  New  Jersey 
to  New  Mexico,  Ohio  to  Oregon,  Illinois  to 
Idaho,  Nebraska  to  Nevada,  Colorado  to  Cali- 
fornia, to  our  newest  members  in  Wilmington, 
Delaware  and  Coffeyville,  Kansas. 

This  geographical  diversity  means  editorial 
diversity.  Gannett  newspapers  reflect  their 
communities,  respond  to  their  readers  and 
react  individually,  never  as  a  group.  Gannett 
editors  have  the  primary  duty  of  meeting  the 
needs  of  the  readers  they  serve,  whether  on 
an  island  paradise  or  an  inland  metropolis. 

Geographical  diversity  also  means 
financial  success  for  Gannett.  Since 
going  public  in  1967,  Gannett  has 
achieved  record  revenues  and 
earnings  for  42  consecutive 
quarters;  increased  dividends 
10  times  in  10  years;  grown 
from  28  to  77  different 
newspapers  serving 
more  than  three  mil- 
ion  reader  families. 

To  learn  more 
about  the  exciting 
rewards  and  re- 
sponsibilities of 
America's  newspa- 
pers, write  for  a 
free  copy  of  "News- 
papers: Your  Free- 
dom Wrapper," 
care  of  Director  of 
nforrnation,  Depart- 
ment FP,  Gannett 
Co.,  Inc.,  Rochester, 
N.Y.  14604. 


Gannett 

A  World  ol  Different  Newspapers 


Satisfaction 
guaranteed. 


That's  our  offer.  It 
overs  every  Burns  guard, 
n  every  post.  Coast  to  coast. 

It  buys  you  peace  of 
lind— and  that's  what  you  should 
e  looking  for  from  a  contract  uniformed 
scurity  service. 

Our  guarantee  is  based  on  your  satisfac- 
on.  And  it's  in  writing  in  our  Burns  Security 
ervices  Agreement:  "Burns  will  remove  from 
irvice,  as  soon  as  a  qualified  replacement  is 
vailable,  any  Security  Personnel  who,  in 
lient's  opinion,  are  not  qualified  to  perform  the 
\'ork  assigned." 


We're  comfortable 
with  this  because 
good  guards  come 
from  good  guard 
training  programs.  And  ours  is  second 
to  none.  Our  single  set  of  General  Orders  gov- 
erns the  training,  decorum  and  effectiveness 
of  ail  Burns  guards. 

If  you're  not  satisfied  with  your  present 
contract  guards  (or  your  employee  guards),  try 
ours.  They're  guaranteed.  For  more  information, 
contact  your  local  Burns  International  llliniiin 
Security  Services  office.  See  the  Yellow  Dill  I  Nil 
Pages  under"Guard  &  Patrol  Services." 


Burns  Security:  12  general  orders 
make  the  difference. 


Call 


...If /our  companj/ 
needs  expert  counsel 
in  Heat  Transfer 

America's  leading  manufac- 
turers of  mobile  equipment, 
engines,  gas  turbines  and  ma- 
chine tools  depend  on  Young 
Heat  Transfer  Products.  If  qual- 
ity, service  and  integrity  are 
important  to  you,  why  not  con- 
tact Young? 


\A)     2825  Four  Mile  Road 
T\    Racine,  Wisconsin  53404 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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Edited  by  JOHN  A.  CONWA^ 


The  Battle  Of  Seattle 

Boeing,  the  unchallenged  high-flyer 
in'  commercial  plane-making — sales  of  $4 
billion,  70  airline  clients,  1,500  of  its  727 
jets  alone  on  the  world's  airlines — could 
be  getting  nervous.  The  big  Seattle, 
Wash,  company  has  just  missed  out  on 
two  of  the  biggest  aircraft  deals  in  recent 
history:  Pan  American's  $500-million 
purchase  of  Lockheed's  wide-bodied 
1011s  and  Eastern's  $778-million  deal  for 
European-built  Airbus  300s.  Contrary  to 
Boeing's  normal  go-it-alone  style  (it  built 
the  first  successful  commercial  jet,  the 
707,  entirely  on  its  own),  E.H.  (Tex) 
Boullioun,  president  of  the  Boeing  Com- 
mercial Airplane  division,  admits  he  is 
looking  for  partners,  in  both  the  U.S. 
and  Europe,  to  fly  formation  for  the  next 
big  wave  of  airline  buying.  A  European 
partner  certainly  wouldn't  hurt.  Because 
Bolls-Royce  engines  will  power  Pan 
Am's  1011s,  the  British  government  is 
guaranteeing  the  whole  package,  air- 
frames as  well  as  engines,  over  15  years. 
Eastern  got  similar  help  from  the  Euro- 
pean governments  that  built  the  Airbus. 
Boullioun  and  his  company  are  talking 
tough  and  have  given  British  Aerospace, 
for  one,  a  May  15  deadline  to  become 
Boeings  partner  for  the  757,  Seattle's 
leading  entry  for  the  next  generation  of 
jets.  But  the  top  U.K.  plane  company 
(which,  of  course,  is  government-owned) 
has  offers  from  Boeing's  rivals,  both 
American  and  European,  and  is  hanging 
just  as  tough. 

Miller's  Half -A-Loaf  Theory 

G.  William  Miller,  the  new  Federal 
Reserve  Board  chairman,  has  come  up 
with  one  way  to  generate  anti-inflation 
action  among  voters  and  lawmakers.  To 
his  way  of  thinking,  the  automatic  full 
cost-of-living  increases  for  Social  Securi- 
ty recipients,   mandated  by  Congress 

Miller:  How  to  keep  the  heat  on  Congress. 


16 


since  January  1975,  are  a  mistake.  H< 
thinks  that  allowing  only,  say,  half  th< 
cost-of-living  sweetener  in  benefit 
would  galvanize  the  millions  of  retiree 
Americans — all  of  them  voters — inti 
putting  heat  on  Congress  to  act  againsl 
inflation.  "If  you  have  a  penalty  for  infla 
tion,"  the  former  Textron  chairman  says 
"you  put  pressure  on  Congress  to  dc 
something  about  it." 

The  Bureaucrats'  Bill 

Federal  red  tape  costs  every  man; 
woman  and  child  in  the  U.S.  about  $470 
a  year,  the  Senate  has  been  told.  That 
figure  came  from  a  study  by  Washington! 
University  in  St.  Louis,  which  its  direoj 
tor,  Dr.  Murray  Weidenbaum,  gave  tos 
Senate  subcommittee  headed  by  Lloyd 
Bentsen  (D-Tex  ).   According  to  Wei 
denbaum,  the  care  and  feeding  of  4 
federal  regulatory  agencies  has  gone  U] 
1 15%  in  the  past  five  years  and  now  cost 
$4.8  billion  annually.  Safety  and  antipol-> 
lution  features  mandated  by  the  govern 
ment,  the  survey  found,  added  $666  to) 
the  price  of  an  average  car  last  year. 

The  Melancholy  Danes 

Sweden's  vaunted  technology  ha 
been  brought  into  question  by  one  of  it 
own  Scandinavian  neighbors.  According 
to  NATO  reports,  the  Danes,  who  hay 
been  flying  49  Swedish-built  Drakei 
single-seat  jet  fighters,  have  been  force< 
to  ground  them  because  of  corrosion 
the  turbine  fan  blades.  To  make  matter 
worse,  the  Swedes  have  been  unable  to 
solve  the  problem  and  the  Danes  hav< 
been  forced  to  shop  around  among  theil 
NATO  allies  in  the  hope  of  finding  some] 
one  who  can  correct  the  damage. 

My  Daughter,  The  Doctor 

U.S.  women  may  be  earning  signif-j 
icantly  more  doctoral  degrees  but  the| 
Ph.D.  population  still  has  a  decidedly! 
masculine  look.  The  distaff  share  of  docl 
torates  climbed  from  14%  in  1971  to  23^ 
in  1976,  but  most  of  them  were  concent 
trated  in  the  traditional  "feminine  fields" 
of  home  economics,  foreign  languages 
and  library  science.  Only  2%  of  engi- 
neering doctorates  and  5%  of  business 
and  management  Ph.D.s  went  to  women! 
in  1976. 

Tariffs,  Again 

The  nut-and-bolt  makers  haven't  giv- 
en up  their  so  far  losing  battle  to  get! 
higher  tariffs  on  competitive  imports, 
chiefly  from  Japan.  In  February.  Presi- 
dent Carter  ruled  against  hiking  levies 
on  imported  nuts,  bolts  and  screws.  The 
U.S.  producers  had  argued  that  imports 


FORBES,  MAY  15,  1978 


At  MAI 

e're  growing  very  nicely,  thank  you. 


As  proud  as  we  are  over  our  steady  rate  of 
growth,  we're  even  prouder  of  the  fact  that  it's  a 
healthy  rate  of  growth. 

You  see,  in  the  computer  industry  the  urge  to 
expand  fast  is  exceedingly  strong. 

The  temptation  to  beat  competition  by  pump- 
ing new  products  into  the  marketplace  almost 
before  they're  off  the  drawingboard  is  sometimes 
irresistible. 

And  almost  always  disastrous. 

But  at  MAI,  we  try  not  to  bring  products  to 


market  until  we've  fully  developed  the  capa- 
bility for  controlling  those  products  from  design 
to  sale. 

And  —  just  as  important  —  for  providing  the 
services  to  support  and  maintain  them. 

The  above  figures  are  part  of  the  evidence  that 
our  philosophy  of  controlled  growth  is  working 
well  for  us. 

For  further  information  we  invite  you  to  send 
for  our  literature,  including  our  annual  report. 


Management  Assistance  lnc/300  East  44  Street/New  York  NY  10017 

The  MAI  Companies:  Basic/Four  Corporation  •  Genesis  One  Computer  Corporation  •  Wordstream  Corporation 
Sorbus  Inc.  •  Vertex  Systems  Inc.  •  MAI  International  Corporation 


Now,  one  great  American  seagoing 
tradition  becomes  part  of  another.  Ours. 


We  re  pleased  to  announce  that  American  Export 
Lines  has  become  a  part  of  Farrell  Lines.  Two  proud  old 
Amencan-flag  lines  are  now  one  new  "superline."  of- 
fering bigger  and  better  service. 

Today.  Farrell  Lines  serves  ports  on  five  conti- 
nents: North  America,  Europe.  Africa.  Asia  and  Austra- 
lia. We  offer  more  than  200  scheduled  sailings  a  year, 
from  all  four  coasts  of  the  United  States.  We  saii  to 
North,  South,  East  and  West  Africa.  Australia  and  New 
Zealand,  plus  the  islands  of  the  South  Pacific.  And  our 


American  Export  Lines  Services  reaches  Europe,  the 
Mediterranean,  the  Middle  East  and  the  Far  East. 

All  of  our  ships  are  American-built  and  manned. 
The  greatly  expanded  Farreli  Lines  fleer  incorporates 
the  most  sophisticated  and'efficient  methods  of  han- 
dling and  carrying  cargo,  and  it  includes  container. 
RoRo  and  LASH  ships  And  we  re  stili  growing,  to  meet 
the  ever-increasing  demands. 

Because  at  Farrell  Lines  we  don't  rest  on  tradition. 
We  keep  widening  our  horizons. 


-S-^~  INCORPORATED 

One  Whitehall  Street  New  York.  Neu  York  10004.  Telephone  1212}  425  6300 
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Bad  cost  them  44%  of  the  fastener  mar- 
leer,  and  an  average  of  1,000  jobs  a  year 
lince  1969.  Pretax  profits  had  fallen  to 
Ivhat  they  called  a  "disastrous"  7.6%. 
fhe  nut-and-bolt  men  are  now  pinning 
Iheir  hopes  on  Congress  and  talking  con- 
wdently  about  the  Senate  and  House 
Overturning  Carter's  February  decision, 
put  they  face  a  new  hurdle.  Robert  S. 
[Jtrauss,  the  President's  chief  trade  nego- 
tiator and  his  new  inflation  honcho,  op- 
noses  higher  tariffs,  saying  they  drive  up 
prices  and  save  few  jobs — and  Strauss' 
ong  suit  is  his  clout  on  Capitol  Hill. 

\  Switch  In  Power  Protests 

Utilities  that  have  grown  used  to  at- 
acks  on  their  smoke  emissions  and  pick- 
et lines  around  their  nuclear  building 
ites  can  expect  assaults  on  still  another 
front:  their  efforts  to  sell  securities.  In 
Connecticut,  New  Haven's  United  Illu- 
minating Co.  has  been  forced  to  shelve 
indefinitely  a  plan  to  offer  750,000  addi- 
tional shares  of  its  common  stock — even 
though  the  issue  had  been  approved  by 
Ihe  state's  Public  Utilities  Control  Au- 
thority, normally  the  final  hurdle  for 
power  companies.  The  Connecticut  Of- 
fice of  Consumer  Counsel,  however, 
protested  the  stock  offering  ( "They 
lidn't  think  we  needed  the  money,"  says 
[JI  President  John  D.  Fassett  wryly)  and 
Intends  to  take  the  Authority  to  court 

0  block  it.  Until  that  suit  is  settled, 
UI's  offer  is  off.  Similar  tactics  have 
been  tried — unsuccessfully — in  Wiscon- 
sin and  Michigan  by  consumer  groups, 
)ut  this  is  the  first  instance,  so  far  as 
fassett  knows,  where  a  state  official  has 
jnoved  into  the  protest  act. 

Signals  From  Havana 

1  Sugar  traders  should  keep  a  sharp  eye 
bn  signals  from  Cuba  about  shortages. 
Heavy  rains  this  past  winter  have  put 
ridel  Castro's  cane-cutters  behind 
ichedule,  and  Cuba  will  need  exception- 
klly  good  weather  for  the  next  several 
jveeks  to  catch  up.  U.S.  intelligence  ana- 
ysts  figure  that  Cuba  will  indeed  fail  to 
meet  its  crop  goal  of  7.3  million  tons — 
out  they  warn  that  Castro  may  well  try  to 
exaggerate  his  problem  in  an  effort  to 
jlrive  up  current  low  sugar  prices. 

Flying  Firemen 

A  $300,000  flying  fire  engine  designed 
5y  McDonnell  Douglas  to  combat  high- 
ise  blazes  will  get  its  first  flight  tests  this 
summer.  None  has  been  sold  but  the 
•ompany  says  a  number  of  city  fire  de- 
partments are  interested  in  it.  Basically, 
the  device  is  an  8  x  10-foot  platform  that 
s  lifted  on  a  cable  by  helicopter.  Air 
pucts,  powered  by  an  aircraft  engine, 


MOVE  UP  FOR  $144. 

Concorde 
Class. 

Just  $144  makes  the  difference  between  First  Class  and  Concorde 
Class.  For  $144  more  than  First  Class  airfare,  you  can  reach  London 
in  half  the  time — 3V2  hours.  And  no  one  knows  better  than  you  that 
time  is  money, 


Never  before  could  you  make  same  day 
connections  from  over  80  U.S.  cities  to 
New  York  or  Washington  and  then 
\     °n  to  London.  The  British  Air- 
ways Concorde  leaves  from 
n     ^   our  own   terminal  at 
JFK    every    day  at 
x    12:15  p.m.  From  Wash- 
ington's Dulles  Airport  3  times  a 
week  (fare  slightly  higher). 

Move  up  to  Concorde  Class — ten 
miles  up.  Call  your  Travel  Agent  or 
Transportation  Department.  And 
get  there  in  half  the  time — at 
twice  the  speed  of  sound. 

Fare  subject  to  government  approval. 


British 
airways 


IS 

We'll  take  good  care  of  you. 


Morse  Chain  Div.  Borg-Warner 
wanted  the  best 
industrial  concrete  floor... 


They  had  their  fill  of  troublesome  concrete  floors 
in  old  plants ...  so  when  they  decided  to  build  a 
bright,  new,  energy  monitored,  ultra  modern, 
air  conditioned  200,000  sq  ft.  plant  in  ITHACA, 
New  York,  they  specified  dense,  hard  surfaced 
Absorption  Process"  industrial  concrete  floors 
to  be  installed  by  Kalman.  If  you  are  planning  to 
build  a  new  factory  or  distribution  center,  specify 
Kalman  floors.  They  are  smooth,  resist  oil 
spillage  and  heavy  traffic;  don't  dust  or  erode 
with  wear.  Write  for  literature: 


Title  

Company 
Address  _ 


City. 


.State. 


-Zip- 


ilma 


Ka 
b  FLOOR  COMPANY,  INC. 

190  E.  Post  Road,  White  Plains,  N  Y.  10601 
I  Tel:  (914)  948-0700  / 

V      Outside  N.Y.  State:  (800)  431-1068  ^ 
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Nobody  cai 


as  wet 


No  matter  whose  plain  paper  copier  y 
choose,  you'll  be  getting  someone's  version  c 
an  idea  Xerox  came  out  with  nineteen  years  a^ 
The  question  is,  whose  version  do 
£1 .   n  HH   you  choose -Xerox's  or 
ql  *   .  someone  else's? 

~      sa  '        If  you  choos 

Xerox's,  you'll  tm 
more  to  choose  fro 


is 


_  We  offer  eighteen 
different  models-or  about  tht 
times  as  many  as  our  closest  imitator.  We  evei 
provide  specialists  to  help  you  choose  the  on 
that's  right  for  you.  £>  O 

You'll  also  have  someone  to 
watch  over  you :  A  Xerox  Technical  * 
Representative.We  have  over  9,000 
all  over  the  country.  So  if  you  ever 
need  service,  there's  always  someone  JBIl' 
nearby  to  quickly  take  care  of  it .       Jf  I 


irritate  Xerox 
is  we  can. 

You'll  also  be  able  to  get  your  supplies 
om  the  same  place  you  got  your  copier.  Xerox 
aper  and  Xerox  toner  are  made  M  specially 
')r  our  copiers.We  get  better  ^-^g^sf 
3ntrol  over  the  quality  that      m)  &||1§J 
Fay  and  so  do  you. 

I      You'll  also  get  flexible  pricing  plans  if 
<ou  lease,  and  flexible  financing  arrangements 
I  you  buy. 

Which  means  you  not  only  get  to  choose 
(copier  that's  just  right  for  you,  but  you  get  to 
fay  for  it  in  a  way  that's  just  right  for  you. 
I      So,  whose  copier  do  you  choose?  There 
re  obviously  plenty  of  imitations  around.  But 
ou'll  never  go  wrong  if  you  follow  this  basic 
rinciple  of  xerography: 
I      You  always  get  better  results  when  you 
;art  with  the  original. 

XEROX 


PX©  is  a  trademark  of  XEROX  CORPORATION. 


The  Southeast's 
Number  ONE 
Business  Machine 

FLORIDA,  the  Southeast's  Number  One  Business  Machine, 
has  generated  more  manufacturing  establishments  than  any 
other  Southeastern  State.  As  executives  become  increasingly 
familiar  with  Florida's  positive  business  attitudes,  more  and 
more  companies  are  expanding  and  locating  in  Florida. 

And  for  very  good  reasons:  Highly  skilled  labor  pool, 
sophisticated  multi-faceted  transportation  and  communications 
systems,  excellent  educational  facilities,  ready  air  access  to 
Europe  and  Latin  America,  the 
Sunshine  State's  climate 
and  living  conditions  and 
the  availability  of  suitable 
executive  housing. 

Our  professional  staff  is 
at  your  service. 

Write  or  call: 
Joe  Hennessy,  Director 
Division  of  Economic  Development 
Florida  Department  of  Commerce 
107  W  Gaines  Street,  Room  767  H 
Tallahassee,  Florida  32304 
(904)  488-5507 


I  MH>SI»«I 


THE  PLACE  TO  BE 
FOR  BUSINESS 


llt^i|iilioii 


IRVING  KRISTOL 


James  C. 
Milter  III 


David 
Seidman 


Antonin  Scalia 


. .  .a  new 
magazine 
faT 
decision 
makers 


In  response  to  the  extraordinary  growth  in  the  scope  and  detail  of 
government  regulation,  the  American  Enterprise  Institute  is  publishing 
a  new  bimonthly  journal  entitled  Regulation. 

While  there  are  specialized  periodicals  on  a  thousand  other  subjects, 
there  has  been  no  magazine  devoted  to  examining  the  policy  implica- 
tions of  the  regulations  that  affect  our  public  and  private  endeavors  and 
to  discussing  this  subject  in  a  readable  style.  Regulation  is  designed  to 
fill  that  gap. 

Write  today  for  a  subscription:  American  Enterprise  Institute 


□  One  year -$12 

□  Two  years  -  $22 


Department  290 

1150  Seventeenth  Street,  N.W. 

Washington,  D.C.  20036 


■  rends 


give  it  lateral  mobility  up  to  250  feet  ir 
any  direction.  Besides  Towering  Infer- 
no-style (ires,  the  platform  is  designed  tc 
fight  blazes  on  oil  rigs  and  other  locations 
too  dangerous  for  close  approach  by 
helicopter 

i 

m 


Fire  On  High:  Next,  a  flying  fire  truck? 


Help  Wanted:  Male 

Even  court  orders  and  the  best  ofl 
intentions,  it  seems,  can't  solve  some 
equal-employment  problems.  Three 
years  ago  Seattle's  Rainier  National  Bank 
signed  a  consent  decree  to  settle  a  class- 
action  suit  brought  by  its  female  employ- 
ees. It  set  goals  for  women  in  six  officer 
and  other  categories.  The  $2.9  billion- 
deposit  bank  has  had  no  trouble  meeting 
and,  in  fact,  exceeding  those  goals.  The 
lowest  officer  slot,  for  example,  was  to 
have  40%  females  by  1982;  it  had  50%  by 
the  end  of  1977.  In  the  next  higher  cate- 
gory, with  a  1982  goal  of  35%,  the  figure 
now  stands  at  30%.  At  the  two  highest 
officer  levels,  which  also  called  for  40% 
women  by  1982,  the  bank  has  70%  in  one 
and  65%  in  the  other.  The  consent  de- 
cree, however,  also  set  a  requirement 
that  Rainier's  clerical  payroll  had  to  he 
23%  male  by  1982.  At  the  time,  less  thanJ 
6%  of  its  clerks  were  men.  In  the  ensu- 
ing three  years,  the  bank  has  been  able 
to  raise  that  level  up  to  just  under  8%. 
The  "problem  is  twofold:  finding  male 
clerks  and  then  keeping  them.  The  male 
clerical  help  Rainier  does  recruit,  the 
bank  says,  move  rapidly  out  of  that  job 
category.  And  finding  them,  despite  ex- 
haustive canvasses  of  manpow  er  sources, 
has  been  largely  futile.  A  sweep  through 
every  business  school  in  Seattle,  for  ex- 
ample, failed  to  turn  up  a  single  male 
student  in  the  clerical  category.  ■ 


22 


FORBES,  MAY  15,  1978 


.Capital 

Investment. 

With  Saunders  Leasing,  you  don't  have  to  stick  your 
neck  out  by  tying  up  money  in  truck  ownership. 


Saunders  presents  the  beauty  of  the  full-service 
Ktruck  lease.  The  beauty  of  it  is,  you  no  longer  need  to 
1 1  tie  up  your  money  in  truck  ownership  to  move  your 
Igoods  from  one  point  to  another.  Or  burden  yourself 
I 'with  beastly  details  like  all  the  time-consuming,  tedious 
liDaper  work  that  must  be  kept  up  with,  to  keep  your 
Ijtrucks  on  track,  on  time. 

When  you  ride  with  Saunders,  you  get  the  total, 
I  full-service  truck  leasing  system.  Including  our  care- 
I  fully  matching  your  trucks  to  your  needs.  An  operating 
[tease  according  to  all  FASB-13  criteria.  Preventive 
I  maintenance.  Computing,  reporting  and  paying  state 
i  'jfuel  and  mileage  taxes.  Fuel  purchasing.  Obtaining 
|  (state  fuel  tax  permits  and  securing  license  registration 
I  {renewals.  Prompt  road  service,  day  or  night.  And 
I  (countless  other  details  that  could  eventually  break  your 
I  (corporate  back. 


When  it  comes  to  trucking,  you  now  have  a  choice: 
You  can  put  up  with  all  the  beasts.  Or  behold  the  beauty 
of  the  lease.  With  Saunders. 

Capital  investment  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 


Name . 


.Title. 


Company . 
Street  


City_ 


Phone. 


State . 


Zip. 


Mail  to: 


M.L.  Malcolm 
/  Saunders  Leasing  System,  Inc. 

/  201  Office  Park  Drive 

4  Birmingham,  Alabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Bell's  222  Twii 

Now  there's  a 
that  belong 


or  Gulf  strear 
Citation,  Falc 
Sabreliner... 

Until  now,  there  has  been  a  fn 
ing  gap  in  corporate  transpor 
...a critical,  in  between  void  ha 
ing  your  effectiveness  as  a  key 
sion  maker.  That  gap  has  bee 
ability  to  move  short-to-mediui 
tances  point  to  point,  quicker  tl 
car  can  deliver  you,  more  effec 
than  your  jet. 

But  you  need  never  again  fe 
strained  by  an  inability  to  q| 
reach  a  destination  too  nearfoi 
jet,  too  far  by  car.  You  needn't 
twice  about  dashing  off  for  an  u 
on-spot  inspection ...  or  attenc 
branch  plant  meeting  at  noon, 
you  must  return  to  your  office  b) 


executive  helicopter 
reside  your  Learjet.. 


w  there's  the  new  technology 
I  222  for  the  door-to-door  air- 
ne  convenience  only  a  helicopter 
deliver ...  the  extended  range  of 
r  400  miles  ...  up  to  170  mph 
ise  speed  ...  the  smooth,  quiet, 
i  of  Bell's  exclusive  Noda-Matic 
pension. 


There's  ample  room  to  meet  with 
your  staff  for  last  minute  discussions 
...  or  to  stretch  out  and  enjoy  the 
panorama  of  the  countryside,  a  view 
that's  unique  to  a  helicopter.  Pow- 
ered by  two  advanced  design 
675shp  Lycoming  turbines,  en- 
gineered for  optimum  cruise  fuel  ef- 
ficiency, the  7-to-1 0  place  Bell  222 
will  be  certified  for  IFR  operation, 
and  priced  in  the  range  of  compara- 
ble turbine  powered  aircraft.  And 
soundwise  the  222  is  a  good 
neighbor . . .  slipping  in  quietly  on  ar- 


rival, moving  off  quietly  on  departure 
due  to  slower  turning  main  and  tail 
rotors. 

Have  your  secretary  or  manager  of 
flight  operations  call  or  write  for:  □ 
Our  step-by-step  travel  evaluation 
guide,  called  the  Rangefinder.  □  A 
222  brochure.  □  Or  an  appointment 
with  a  222  transportation  specialist. 
Contact  Dwayne  Jose,  Vice  Presi- 
dent, Commercial  Marketing,  Bell 
Helicopter,  Box  482,  Fort  Worth, 
Texas  76101.  (817)  280-2222. 


Team  it  up  with  your  corporate  jet. 


Follow-through 


The  Sun  Worshippers 

Until  tiie  Arabs  turned  off  the  world's 
oil  in  1973,  solar  energy  was  mainly  a 
subject  for  sci-fi  buffs.  The  oil  embargo 
and  OPEC's  quadrupling  of  prices  put 
the  idea  of  tapping  the  sun's  inexhaust- 
ible energy  in  the  forefront  of  the  search 
for  alternate  sources,  along  with  coal, 
shale  oil,  liquefied  gas,  tides,  windmills, 
garbage  and  other  schemes. 

Everybody  knew  the  sun's  power  was 
there.  No  one  was  quite  sure  how  or 
when  man  would  be  able  to  use  it  effec- 
tively. Forbes,  for  instance,  was  looking 
through  rose-colored  glasses  when  it 
opined  (Oct.  15,  1974)  that  "as  other 
alternatives  to  oil  mn  into  trouble,  solar 
energy  begins  to  look  better  and  better." 
Three  years  later,  the  Oct.  15,  1977 
Forbes  had  spotted  a  "shadow  on  the 
sun"  and  cautioned  investors  that  while 
"solar  energy  looks  like  a  sure  thing 
.  .  .  don't  expect  a  Xerox  or  a  Polaroid.  " 

President  Carter's  Council  on  Envi- 
ronmental Quality  has  taken  the  latest 
long  look  at  solar  power  and  predicts  that 
the  U.S.  could  be  getting  up  to  25%  of  its 
energy  from  the  sun  by  the  year  2000 
and  more  than  half  its  needs  by  2020. 
The  CEQ's  42-page  report,  however, 
stretches  the  definition  of  solar  power  to 
include  such  things  as  wind,  water  pow- 
er and  "biomass"  energy,  which  helps 
make  its  prophecy  more  self-fulfilling. 
Hydropower  already  supplies  about  4% 
of  U.S.  energy  and  watts-from-waste  is 
becoming  commonplace. 

The  Council  also  bases  its  hopes  on 
much  more  action  than  the  President  or 
the  Congress  so  far  seems  willing  or  able 
to  produce.  But  the  CEQ  figures  do 
make  it  plain  that  solar  power  is  here  and 
more  is  on  the  way.  Moreover,  signs  are 
appearing  that  solar  energy  could  heat 
up  into  a  new  political  issue. 

President  Carter's  year-old  energy 
plan  called  originally  for  2.5  million  new 
solar-powered  homes  in  the  U.S.  by 
1985  (later  scaled  down  to  1.6  million). 
But  the  Congress  has  only  spun  its 
wheels  about  the  tax  credits  and  other 
items  that  would  encourage  builders  and 
buyers  to  run  to  the  sun  for  heat  and  hot 
water.  In  California,  however.  Governor 
Edmund  (Jerry)  Brown,  who  ranks  as 
Jimmy  Carter's  major  potential  rival  for 
the  1980  Democratic  presidential  nomi- 
nation, is  going  full-bore  on  solar  power. 
California  has  set  its  own  goal  of  1.5 
million  solar  homes  by  1985 — almost  ex- 
actly the  size  of  the  proposed  national 
goal — and,  more  importantly,  has  voted 
55%  tax  credits  to  boost  sun-powered 
systems  for  heating  houses,  hot  water 
and,  of  course,  swimming  pools.  Grum- 


man Corp. ,  which  '  last  year  produced 
250,000  square  feet  of  solar  collectors 
(the  standard  production  measure  is 
square  footage),  says  it  is  well  on  its  way 
toward  tripling  that  figure  in  1978 — and 
California  is  its  hottest  market.  A  new 
Grumman  plant  has  just  opened  in  Fres- 
no with  Jerry  Brown  on  hand  to  cut  the 
ribbon  (with  a  solar-burning  glass). 

Grumman  stands  alone  among  the  gi- 
ant U.S.  companies  actually  selling  solar 


Power  From  The  Sky:  When?  How  much? 

systems  to  the  public,  but  the  others  are 
tooling  up.  The  oil  embargo  started  Gen- 
eral Motors  studying  solar  power  in 
1973.  GM  now  has  five  systems  operat- 
ing in  its  Mesa.  Ariz,  proving  grounds 
and  a  new  emissions  test  lab  there  will 
have  a  rooftop  system  to  help  with  heat- 
ing and  air-conditioning.  The  General 
Motors  Institute  at  Flint,  Mich,  will  get 
a  solar  unit  to  p'ovide  70%  of  the  heat 
and  30%  of  the  cooling  for  a  new  installa- 
tion that  will  double  as  lecture  hall  and 
solar  lab.  Because  it  designs  and  builds 
its  own  plants,  GM's  solar  experts  have  a 
ready-made  market,  but  the  company 
will  not  move  into  the  mass  home  market 
until  it  has  a  complete  system  to  sell  as  a 
package. 

General  Electric  is  taking  the  same 
route.  It  is  using  its  experimental  solar 
systems  to  heat  and  cool  buildings  at  its 
Valley  Forge,  Pa.  labs  and  is  installing 
solar  power  for  such  customers  as  an 
orange-juice  plant  in  Florida  and  a  knit- 
wear mill  in  Georgia.  GE  is  also  working 
on  a  1.5-megawatt  windmill  in  North 
Carolina,   theoretically  big  enough  to 


If  you're  like  most  people 
kind  and  amount  of  life  ir 
suranceyou  need  and  cans 
will  change  several  times 
ing  your  lifetime.  By  buyir 
or  cancelling  policies  to  r 
these  changing  needs,  ya 
could  wind  up  with  severe 
individually  good  policies 
still  not  have  the  best  ove 
plan  for  your  particular  situi 

But  now,  The  Bankers 
of  Des  Moines  makes  it  pos 
for  you  to  be  sure  that  the  p 
you  buy  today  will  fit  your 
changing  needs  tomorrow 

With  the  new  Adjustabk 
you  may  change  your  sini 
original  policy  to  give  you 
best  insurance  plan  to  m« 
your  needs  at  the  momer 
And  you  can  do  it  withou 
adding  a  new  policy  or  ca 


-Available  in  45  States. 
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'evolutionary 
Concept  In 
Jf e  Insurance 

i  >u  may  raise  or  lower   ■  You  may  raise  or  lower  ■  The  value  of  your 
amount  of  your         the  amount  of  your         policy  may  be  raised  to 
nium  payments.        policy.  cover  cost-of-living 

increases. 


i  old  one.  Why?  Because 
iminate  the  need  to 
e  between  term  and 
life  coverage  and, 
limits,  you  can  raise 
/er  the  face  amount  of 
Dolicy,  or  the  premium 
ents. 

tances  are  this  means  that 
you  have  purchased 


Adjustable  Life,  you  may  never 
have  to  buy  another  policy 
over  your  lifetime. 

Adjustable  Life  provides 
benefits  no  conventional  in- 
surance policy  can  give  you. 
The  chart  below  shows  some 
features  that  can  be  very  im- 
portant in  building  a  life  insur- 
ance program  and  whether  or 


not  it's  available  in  the  kinds 
of  policies  you've  been  accus- 
tomed to  buying. 

For  more  information  on 
Adjustable  Life  and  why  it  may 
be  the  best  kind  of  protection 
for  you,  contact  your  Bankers 
Life  office  listed  in  the  Yellow 
Pages,  or  mail  the  coupon 
below. 


Five  Year 
Renewable 
Convertible 
Term 

Standard 
Whole  Lite 
Policy 

Adjustable 
Lile 

ie  policy  allow  you  to  change 
nt  of  coverage  provided9 

j? 

No 
No** 

No 
No** 

Yes* 
Yes 

ie  policy  allow  you  to  change 
nt  of  premium  payments7 

F  

No 
No** 

No 
No** 

Yes 
Yes 

ie  single  policy  provide  for  a 
ife  insurance  program' 

No 

No 

Yes 

'e  a  cost-of-living  feature  for  most 
Is  which  allows,  within  limits, 
•  in  coverage  without  proving 

No 

No 

Yes 

he  policy  have  cash  and  loan  values7 

Yes 

Yes 

THE  BANKERS  LIFE  <S> 


BANKERS  LIFE  COMPANY    DES  MOINES,  IOWA  50307 


The  Bankers  Life 

Des  Moines,  Iowa  50307 

I  would  like  to  have  more  information  about  Adjustable 
Life. 

Name   


t  to  evidence  of  insurability 

e  special  instances  it  is  possible  to  reduce  premiums  and  amount  of  coverage. 


Address 
City  


State 


-Zip 


F58 


"Who's  responsible 
for  putting  together 
a  company  dedicated 

to  clean  air,  clear 
Mater  and  pure  profit?" 


j're  responsible.  Research-Cottrell. 

For  finding  innovative,  cost-effective  ways  to  meet 
le of  ourgreatest  national  challenges  — increased 
oductivity  with  reduced  water  and  air  pollution. 

And  for  helping  America's  producers  achieve  the 
owth  everyone  wants  while  controlling  the  waste  by- 
oducts  nobody  wants. 

Helping  other  people  profit  from  our  experience  has 
ought  us  some  benefits,  too.  In  fact,  Research-Cottrell 
in  point  to  a  14.6%  average  annual  earnings  growth  over 
e  past  10  years. 

The  reason  we  can  offer  solutions  to  so  many 
)llution-control  problems  is  simple.  We  specialize  in 
)lving  environmental  problems.  Period. 

Our  eight  divisions  form  an  interrelated  network  to 
ovide— and  share— our  specialized  technology. 

So  while  we're  busy  helping  a  giant  Texas  utility  turn 
]  S02  and  fly  ash  waste  products  into  a  solid,  truckable 


//  Chairman 

and  Chief  Executive  Officer 
Research-Cottrell 


substance  for  use  in  landfills,  we  can  also  help 
municipalities  deal  with  their  refuse.  We  design  product 
recovery  systems  for  industry  and  provide  cost  effective 
air  pollution  control  technology  for  customers  like  DuPont 
and  Goodyear.  And  even  take  on  huge  water  treatment 
and  distribution  projects  throughout  the  world.  Our 
$465,000,000  year-end  backlog  reflects  expertise  in  just 
about  any  air  and  water  pollution  control  problem  the 
world  has  to  offer. 

We're  responsible  to  government.  Industry. 
Communities  that  benefit  from  clean  water  and  air. 
Our  customers.  And  our  stockholders. 

To  find  out  more  about  Research-Cottrell,  write  our 
Corporate  Communications  Department,  P.O.  Box  750, 
Bound  Brook,  N.J.  08805. 

Maybe  we  can  help  you  profit  from  our 
experience,  too. 


Were  responsible. 


Research-Cottrell 


Experienced  Environmental  People 


AdvcrtLserm 


IBM  Reports 


Information:  a  matter  of  life. 

When  firemen  respond  to  a  blaze  in  Wichita,  Kansas,  they  are  likely  to 
know  in  advance  if  there  are  any  invalids  in  the  residence  who  will  need  special  help. 
The  fire  departments  computer  system  provides  instant  information  about  where 
any  of  400  invalids  in  the  city  live — information  that  can  be  relayed  to  firemen  while 
they  are  speeding  to  the  fire. 

A  citizen  with  an  emergency  telephones  the  police  department  in  Hampton. 
Virginia.  A  computer-based  dispatch  system,  which  helps  police  handle  some  250 
calls  daily,  brings  patrolmen  to  the  scene  anywhere  within  a  54-square-mile  area  in 
an  average  of  seven  or  eight  minutes— half  the  time  it  formerly  took. 

A  patient  complaining  of  chest  pains  is  admitted  to  a  small  hospital  in  a 
remote  Texas  community.  Electrocardiogram  tests  are  taken  and  the  results  trans- 
mitted to  a  medical  center  in  Houston.  A  computer-analyzed  report  comes  back  in 
minutes.  Proper  treatment  can  begin  at  once. 

Concerned  action  becomes  possible 

Increasingly,  in  communities  throughout  the  nation,  the  difference  between 
life  and  death  or  injury  is  the  same:  information ...  information  made  possible,  and 
usable,  by  modern  technology, 
i  Information  technology  is  IBMs  business:  providing  products,  from  modern 

computers  to  advanced  office  systems,  to  record  information,  store  it,  process  it, 
retrieve  it  and  communicate  it. 

Declining  costs  spur  wider  use 

There  are  hundreds  of  companies  in  the  information  technology  industry, 
and  they  are  constantly  developing  new  and  better  products— driving  down  the  cost 
of  using  information  technology  at  a  startling  rate.  For  example,  just  10  vears  ago.  it 
cost  $25  per  month  to  store  a  million  characters  of  information  in  an  advanced  IBM 
direct  access  storage  system. Today  it  costs  50  cents. 

It  is  this  kind  of  progress  that  has  made  it  practical  for  manv  more  fire  de- 
partments, police  departments,  hospitals  and  other  organizations  to  take  advantage 
of  information  technology  and  put  it  to  use  in  new  and  caring  ways. 

In  its  research,  and  in  the  stream  of  products  that  flows  from  that  research. 
LBM  is  searching  for— and  finding— still  better  ways  to  help  put  information  to  work 
for  people. 


8.2  oz. 


Follow-through 

lower  200  homes,  and  on  federal  proj- 

•cts  for  photovoltaic  cells  that  generate 
j-urrent    directly    from  sunlight — and 

vhich  the  White  House  CEQ  report  says 
lould  surpass  water  power  in  output  in 

!0  years  or  so. 

I  The  advent  of  the  giants  may  worry 
(he  myriad  small  companies  already  es- 
ablished  in  the  solar  field  but  so  far  they 
|lon't  seem  discouraged.  In  California, 
or  example,  even  with  Grumman  mov- 
ing in  with  its  new  solar  plant  in  Fresno, 
he  number  of  smaller  companies  getting 
nto  the  act  has  doubled,  from  150  to 
jiOO.  A  Denver  company,  American  He- 
iothermal,  which  has  put  its  solar  instal- 
lations into  Colorado  bus  maintenance 
acilities,  schools  and  a  3,000-home 
)uilding  project,  has  just  acquired  the 
sraeli  manufacturer  of  hot-water  solar 
heaters  it  has  been  importing.  (In  Israel, 
iooftop  heaters  are  as  common  as  TV 
aerials.) 

Solar  heating  and  hot  water  for  homes 
ank  as  the  fastest-moving  element  in 
his  entire  field.  They  will  have  to  spread 
»ut  of  the  think  tanks  and  into  installa- 
ions  like  industrial  plants  and  utilities,  if 
hey  are  to  get  even  near  the  ambitious 
;oals  set  by  the  CEQ.  The  price  of  solar 
■lectricity  is  still  out  of  sight. 

The  CEQ  acknowledges  that  with  the 
•osts  involved,  the  federal  government 
mist  play  the  lead  role  in  solar  energy,  and 
t  makes  no  bones  about  pointing  out  that 
.Vashington  is  the  principal  foot-dragger. 
The  idea  of  using  government  buildings  to 
lemonstrate  solar  heating  and  cooling  was 
■  tated  more  than  two  years  ago,  the  CEQ 
lotes,  and  Carter's  year-old  energy  plan 
•ailed  for  $100  million  to  meet  the  com- 
mitment. So?  "Actual  installation  of  solar 
>quipment,"  the  CEQ  report  deadpans, 
l 'is  seriously  lagging.  " 

Washington,  in  other  words,  may  have 

0  preach  but  it  also  has  to  practice. 

Treasure  In  The  Trash  Pile 

While  most  new  energy  sources  are 

till  in  the  thinking  and  tinkering  stage, 
ivhat  Forbes  called  "garbage  power"  has 
arrived.  A  year  ago  the  May  1,  1977 

rORBES  could  report  that  production  of 
iieat,  hot  water  and  electricity  from  trash 

vas   "slowly   becoming   an  industry." 

Since  that  time,  the  trend  has  continued 
its  more  municipalities  see  the  idea  as  a 
jvay  to  reduce  waste-disposal  costs  and, 
,'m  a  smaller  scale,  companies  find  they 

:an  cut  fuel  costs  by  using  trash  as  a 
Dower  source. 

1  Next  to  hydropower,  the  Council  on 
i environmental  Quality  calls  biomass  the 
j'largest  source  of  commercial  solar  ener- 
) ?y  in  use  in  the  U.S."  This  includes 
everything  from  garbage  to  fireplace  logs 


Executive  Diet, 


Think  slim.  Norelco  UltraSlim™ 
executive  notetaker,  that  is.  The  tiny 
notetaker  that  weighs  in  at  just 
about  8  ounces,  and  measures  a 
trim  5%  x  27A6  x  %  inches.  Because 
it's  so  small,  it's  perfect  for  your 
everyday  use— anywhere.  Any- 
where you  get  an  idea  you  want  to 
remember.  Or  have  a  letter  or  memo 
you  want  to  dictate. 

The  pocket-size  UltraSlim  has 
every  feature  a  business  person 
needs— including  many  found  on 
deluxe  desktop  units.  Like  extra- 
fast  rewind.  And  end-of-tape  warn- 
ing signals.  Plus  a  built-in  sound 
screen  to  let  you  record  in  noisy 
situations.  And  UltraSlim,  with  its 
"idea  capsule* "  is  totally  compat- 
ible with  the  complete  Norelco 
dictation  system. 

Built  by  the  company  that  pio- 

©Copyright  Philips  Business  Systems.  Inc.,  1978 


neered  pocket-sized  notetakers, 
the  Norelco  UltraSlim  is  engineered 
to  take  everyday  wear  and  tear. 

But  don't  take  our  word  for  it. 
Send  in  the  coupon  and  see  why 
UltraSlim  is  perfect  for  executive 
diets. 


r/\/ore/cof 


"~i 


Philips  Business  Systems,  Inc. 
175  Froehlich  Farm  Boulevard 
Woodbury,  New  York  11 797 

Please  send  me  complete  information 
on  the  new  Norelco  UltraSlim 


NAME 


ORGANIZATION 


ADDRESS 


|  CITY  STATE 
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In  recent  months,  /Etna  has  been  blunt  in  criticizing  some  expen 
sive  flaws  in  America's  health  care  system. 

Our  bluntness  has  brought  us,  in  return,  equally  blunt  criticisn 
of  ourselves: 


A  hospital  administrator  from  Illinois  says  that  /Etna's  owt 


insurance  plans  have  encouraged  overuse  of  hospitals— since  we 
bay  for  some  procedures  only  when  the  insured  person  is  hospital- 
ized, even  though  out-patient  treatment  might  cost  less.  (He's  right. 
Borne  plans  do  this.  V\fe  need  to  work  harder  to  change  them!) 

Several  doctors  asked  how  we  could  claim  to  "give  consumers 
stake  in  holding  down  costs"  when  we're  still  selling  health 
nsurance  that  has  little  or  no  deductible.2 

Another  physician  says  that  skyrocketing  malpractice  insur- 
ince  premiums  have  forced  him  to  increase  the  charges  to  his 
iatients^ 

Another  accuses  /Etna  of  "scapegoatism"  and  "kicking  the 
og,"  and  a  hospital  representative  contends  "you  attack  us."4 

To  these  last  charges  we  plead  "not  guilty."  Our  criticism  is 
imed  at  the  health  care  system  and  not  at  doctors  or  hospitals  — 
jllthough  all  participants  (including  /Etna)  must  share  some  respon- 
sibility. Most  worthwhile  changes  in  society  bring  with  them  strong 
Disagreements  and  public  debate.  Slowing  the  runaway  costs  of  this 
System  needs  open  discussion  now.  /Etna  will  keep  focusing  on  the 
flaws  we  see.  And  we'll  keep  welcoming— and  responding  to— the 
Hews  of  those  who  disagree  with  us  most  strongly. 


ified  our  efforts  to  correct  /Etna  has  been  stressing  the  early  1970s,  in  the  number  and  being  a  large  company,  can 

nbalance:  /Etna  health  in-  value  of  deductibles  and  co-insur-  size  of  liability  suits  caught  in-  afford  to  take  pages  in  national 

:e  plans  are  covering  more  ance  since  the  mid-1950's,  the  surers  by  surprise,  and  drasti-  magazines  and  push  its  opin- 

nore  kinds  of  out-patient  physicians'  criticism  is  fair:  we  cally  forced  up  premiums  to  cover  ions;  I,  as  a  private  practitioner 

Examples:    Post-hospital  are  still  writing  insurance  plans  legal  costs,  court  awards  and  out-  of  medicine,  obviously  cannot'.' 

descent  facilities  (since  that  have  no  deductibles  for  hos-  of-court  settlements.  Part  of  the  This  advertisement  is  a  recogni- 

;  free-standing  ambulatory  pital  charges.  The  pressure  to  solution,  /Etna  believes,  is  to  re-  tion  of  that  point  of  view.  But  we 

al  centers  (since  1973);  pre-  "give  the  customer  what  he  form  an  increasingly  dis  torted  don't  think  that  any  of  us  in- 

sion    testing    (experimen-  wants"  is  a  constant  in  business,  tort  law  system.  This  is  a  subject  volved  in  the  health  care  system 

since  1970  — now  being  /Etna,  like  most  insurers,  has  as  controversial  and  important  can  afford  to  overlook  our  own 

led  nationally);  and  post-  given  in  to  it  too  many  times  as  the  health  care  system  itself,  contribution  to  the  problem.  Each 

i  al  home  health  care  already  when  it  may  not  have  been  in  so-  -Un  response  to  our  earlier  ad-  of  us  should  give  some  criticism, 

ble  in  many  plans.  ciety's  long-term  interest.  vertisements,  several  doctors  take  some  —  and  act  on  it. 


rants  insurance  to 


the  last  few  years  we've 


2This  is  also  true.  Although 


3An  increase,  starting  in  the    wrote  along  these  lines:  "/Etna. 


-if e  &  Casualty, 
rmington  Avenue, 
rd,  CT  06156 


LI  FE&  CASUALTY 


I 

6ET6-PASSENGER  ROOM  IN  TRADITION  A! 
FULL-SIZE  OR  SPORTY  MID-SIZE  FORD  LTD 

Check  our  rhe  full-size  LTD. 
You  may  never  see  rhe  likes  of  ir  again 
Wirh  options,  ir  is  rared  ro  row  up  ro 
7000  pounds,roo. 


Nor  jusr  anorher  pretty  space! 
Ford  LTD  Counrry  Squire:  No  orher  wagon 
gives  you  more  cargo  space.  And  wifn  facing  rear 
sears,  ir  can  carry  eighr  adulrs. 


Ford  LTD  II 


Ford  LTD  Country  Squire 


FORD 


FORD  DIVISION 


rollow-through 


Hand  now  accounts  for  1.7%  of  the  coun- 
[I try's  energy.  From  the  outset,  the  gar- 
bage scheme  had  much  going  for  it.  Big 
[■cities  were  running  out  of  places  to  stash 
Itrash  as  landfill.  Garbage  has  been  an 
■energy  source  in  land-tight  areas  like 
■Europe  and  Japan  for  25  years. 

Unlike  the  efforts  to  harness  sunshine 
[■directly,  big  companies — Combustion 
i|  Engineering,  Union  Carbide,  Signal, 
■Raytheon,  Teledyne — moved  directly 
■into  garbage  power.  Even  giants  not  in 
|the  field  are  using  this  kind  of  energy. 
■General  Electric  gets  half  the  power  for 
Hits  Lynn,  Mass.  turbine  plant  by  buying 
| steam  from  a  S50-million  garbage  con- 
version plant  north  of  Boston  and  is  sav- 
[ing  11  million  gallons  of  fuel  oil  a  year. 
IGE  suggested  the  idea;  Wheelabrator- 
|,Frye  built  the  plant.  The  facility  gener- 
ates $15  per  ton  of  garbage  from  selling 
Esteam  and  $14  a  ton  from  the  11  commu- 
nities and  three  Boston  districts  that 
dump  garbage  there. 

Wheelabrator-Frye  alone  has  made 
Lgarbage  power  a  big  business.  It  will 
build  a  $60-million  plant  in  New  York's 
Westchester  County.  The  gambling  casi- 
nos and  hotels  in  soon-to-boom  Atlantic 
City,  N.J.  will  get  part  of  their  power 
from  a  Wheelabrator-Frye  plant  in  Jer- 
sey's Gloucester  County.  The  company 
is  also  working  on  installations  in  San 
Mateo  and  Sacramento,  Calif,  that  will 
use  sludge  from  sewage  treatment  plants 
to  produce  energy. 

Another  entry,  Combustion  Equip- 
ment Associates,  is  also  going  strong.  It 
Rises  garbage  to  produce  something  it 
calls  Eco-Fuel  II  which  can  be  burned 
by  utilities,  either  with  other  fuels  or  by 
itself.  CEA  is  on  line  to  put  up  an  $80- 
; million  plant  in  Newark,  N.J.  (a  joint 
venture  with  Occidental  Petroleum)  and 
has  a  20-year  contract  with  Public  Ser- 
vice Electric  &:  Gas  to  buy  its  output.  A 
$53-million  plant  in  Bridgeport,  Conn, 
(also  a  joint  venture)  will  sell  garbage- 
based  fuel  to  United  Illuminating  there 
and  handle  the  waste  from  ten  Fairfield 
County  communities. 

Garbage  power,  of  course,  has  limits. 
lOnly  85  metropolitan  areas  generate 
■enough  waste  to  make  a  power  plant 
feasible.  But  there  are  signs  that  the 
Jfoiggest  of  all,  New  York  (with  24, 000  tons  a 
Bay),  could  finally  be  in  line  for  one. 
Combustion  Equipment  has  drawn  tenta- 
jtive  plans  for  an  installation  in  Brooklyn, 
but  with  every  politician  from  Jimmy 
Carter  to  New  York  Mayor  Edward  Koch 
eyeing  the  South  Bronx,  CEA  now  wants 
to  put  the  city's  first  garbage-power  plant 
Ithere — using  only  private  money,  a  point 
jthat  should  ring  bells  around  Koch's  finan- 
jcially  battered  City  Hall.  ■ 


New  York  and  Washington, 
London,  Bahrain. 


Leaving  our  own  terminal  at  New  York's  JFK  at  12:15  p.m. 
Leaving  Washington's  Dulles  Airport  at  12:45  p.m. 
Leaving  London  for  Bahrain. 
Arriving  in  half  the  time. 
Daylight  connections  to  London,  via  New  York 
or  Washington,  from  over  80  cities. 
Call  your  Travel  Agent, 
Transportation  Department  or  British  Airways. 

Srwal  ©oncorde 

We'll  take  good  care  of  you. 


what? 

a  west  Coast 
plant  in  Glendale 

Arizona..  •  next  door  to  Phoenix. 

This  100  acre  industrial  park  is  under  development  in  the  heart  of  Clendale.  An 
18  acre  complex  is  nearby. 

•  No  inventory  tax. 

•  Phoenix  freight  zone. 

•  ideally  situated  for  supplying  California,  the  Southwest  and  Northern  Mexico. 

•  Ample  supply  of  electric  power  at  competitive  rates.  393,600  kw  plant  at 
edge  of  town. 

•  Abundant  water. 

•  Good  schools. 

•  Sound,  progressive  business  climate. 

•  warm,  dry,  sunny  weather. 

•  Relaxed,  uncrowded  community  next  door  to  Phoenix. 

•  Natural  center  for  electronic  manufacturing  and  R&D 
with  12  manufacturers  and  a  wealth  of  support 
facilities  in  a  15-mile  radius. 


For  Further  information  write  To: 
Clendale  Chamber  of  Commerce 

Attention:  Robert  Beckley 
7125  North  58th  Drive 
Clendale,  Arizona  85301 


glENDAu 

ARIZONA 
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Recognized 
Non-Resident 
Degree  Program 


Study  Programs 

BACHELORS  •  MASTERS  ■  DOCTORATES 
OFF  CAMPUS  STUDY  PROGRAM 
now  available  for  non-resident 
students 

California  Western  Univer- 
sity now  offers  a  no-cost 
evaluation  program  to  the 
mature  adult  who  feels  his 
total  life-learning  experi- 
ence, work  experience 
education,  vocational  train- 
ing, and  functional  ability 
has  degree  level  equiva- 
lency. 

The  University's  alternative 
study  programs  are  in- 
tended to  provide  qualified 
students  an  opportunity  to 
complete  the  specific 
degree  requirements  of  this 
University  in  a  substantially 
shortened  time  frame  of 
study,  with  no  classroom  or 
mandatory  seminar  atten- 
dance required.  All  pro- 
grams are  self-paced,  and 
the  student  may  proceed  as 
fast  as  time  and  ability  per- 
mit. 

For  a  personal  evaluation  of 
your  work  experience,  edu- 
cation, credit,  and  academ- 
ic background,  which  will 
allow  us  to  determine  ap- 
propriate entry  level  for  you 
into  a  given  degree  pro- 
gram, send  a  detailed  re- 
sume and  other  related 
information  to: 


California 
Western 
University 

Attention:  Dept  T 
700  North  Main  Street 
Santa  Ana  CA  92701  U  S  A 
7)4  547-9625 


Readers  Say 


A  Recognized  Candidate  for 
Accreditation.  Accrediting  Com- 
mission on  Higher  Education. 
National  Association  of  Private 
Non-Traditional  Schools  &  Colleges 


Golden  Furniture 

SlR:  MSF  suggests  we  sell  some  of  our 
gold  to  help  pay  for  oil  imports  (Fact  and 
Comment,  Apr.  3).  He  reminds  me  of 
the  individual  who  burned  his  furniture 
to  heat  the  house. 

— Mack  Cordon 
Cleveland.  Ohio 

The  Treasury  Department  has  an- 
nounced it  plans  monthly  auctions  of 
U.S.  gold  to  help  the  dollar—  MSF 

Inflation  Is  The  Villain 

SlR:  You  ascribe  the  dollar  hemor- 
rhage to  oil  imports  (Fact  and  Comment. 
Apr.  17).  Japan  imports  100^  of  its  oil 
needs,  yet  look  how  strong  the  yen  is. 
Our  problem  with  the  dollar  stems  from 
inflation  in  the  U.S.  Only  when  we  get 
some  fiscal  responsibility  in  Congress 
will  our  dollar  be  able  to  hold  its  own 
around  the  world. 

— William  F  Staats 
Professor  of  Banking. 
Louisiana  State  Univ. 
Baton  Rouge.  La. 

SlR:  You  suggest  that  the  Arabs  should 
not  be  the  only  ones  blackmailing  us 
with  high  oil  prices,  that  Uncle  Sam 
should  join  the  larceny  game  by  impos- 
ing sharply  higher  duties  on  imported 
oil.  In  the  same  issue,  you  also  use  Sena- 
tor Russell  Longs  quote,  "Tax  reform 
means  don't  tax  you,  don't  tax  me,  tax 
that  fellow  under  the  tree."  The  auto  is 
the  mainstay  of  my  business.  I'm  the 
man  under  the  tree.  I  see  it  another  way. 
I  think  newsprint  and  magazine  advertis- 
ing should  be  taxed  exorbitantly — and 
the  price  of  magazines  frozen. 

— W.M.  Bucschir 
Pigeon  Forge.  Tenn. 

Up  The  Limit 

SlR:  It  is  so  easy  for  easterners,  bal- 
loonists.  cyclists,  octogenarian  drivers  of 
Ramblers,  and  proponents  of  zero  popu- 
lation growth  driving  station  wagons  full 
of  kiddies  with  one  hand  while  belting 
the  little  darlings  with  the  other  to  be 
enamoured  with  the  55  mph  speed  limit 
(Apr.  17).  However,  those  of  us  who  live 
in  or  near  the  wide-open  spaces  resent 
the  hell  out  of  your  holier-than-thou  atti- 
tudes and  find  55  on  straight,  empty 
freeways  to  be  sleep-producing  rather 
than  accident-preventing.  Drop  dead. 

— Jane  Boyd 
Renton.  Wash 

SlR:  Your  analysis  of  the  55  mph  speed 
limit  stressed  that  we  are  saving  expen- 
sive oil.  but  failed  to  mention  that  we  are 


spending  an  ev  en  dearer  resource  in  th< 
process:  time. 

— W  illiam  D  IveA 
Cincinnati.  Ohiq 

SlR:  Why  not  reduce  the  limit  to  20 
mph  and  save  another  40. 000  lives  i 
year?  If  von  want  to  save  lives,  ><tart  with 
better  driver  training.  If  you  want  tq 
save  fuel,  start  with  better  design. 

— Harold  Melnu  h 
Dallas.  Texl 

SlR:  I  admit  that  there  is  a  positive 
correlation  between  speed  and  deathj 
There  is  also  a  positive  correlation  be- 
tween age  and  death  rates  in  accidents, 
but  we  don't  try  to  prevent  people  over 
55  years  old  from  driv  ing. 

— Loren  L.  Lohmam 
St.  Louis.  Mo. 

SlR:  Cancel  my  subscription. 

— John  W.  L  hlmann 
Kansas  City.  Mo. 

What's  Democracy? 

SlR:  Your  article  on  Sadat  (Apr.  17) 
says  that  he  "uses  words  like  socialist^ 
and  capitalism  in  ways  no  textbook 
would  recognize.  Sadat  is  then  quoted 
as  saving  that  "In  our  system — like  in 
Austria,  in  the  Netherlands — we  hava 
full  democracy.  What  democracy?  No| 
textbook  and  no  person  living  in  a  truly 
democratic  nation  can  accept  a  military 
dictatorship. 

— Irving  T.  Sphacl 
Margate.  Fla. 

Great  Influence 

SlR:  Re  MSF's  father's  historical  col-| 
umn  with  my  position  in  the  1936  cam-; 
paign  (  Oh.  For  Those  Good  Old  Ttrri-j 
ble  Days  Of  Monstrous  Fcd<raT 
Spending.  "  Fact  and  Comment.  Apr. 
3).  I  remember  that  column  having  great 
influence  on  public  thinking. 

—Alfred  M.  London  j 
Topeka.  Kan. 

Inquiry  Has  Not  Slowed 

Sir.  In  Follow -through  (Apr.  3),  a  sto- 
ry entitled  "Clearer  Skies  For  CPAs?" 
reports  that  the  Senate  s  effort  to  achieve 
accounting  reforms  "has  been  slowed" 
because  of  Senator  Metcalf  s  untimely 
death.  The  responsibilities  of  Senator 
Metcalf  s  subcommittee  pertaining  to  ac- 
counting has  been  transferred  to  this 
subcommittee  (Governmental  Efficiency 
6c  the  District  of  Columbia).  As  chair- 
man. I  plan  to  continue  work  begun 
under  his  direction.  The  Senate  s  inquiry 
into  accounting  has  not  slowed,  nor  has 
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:inally. 
\  copier  wi 

i  brain  at  a  price 

with  a  heart. 


The  Saxon  3  plain  paper  copier 
brings  progress  to  small  busi- 
nesses. At  a  price  they  can  afford. 

We've  given  our  new  copier  an 
advanced  electronic  "brain!'  An 
incredible  little  device  called  a 
microprocessor  that  actually  does 
the  job  of  thousands  of  conven- 
tional components.  Less  circuitry 
means  more  reliability.  If  anything 
should  happen,  the  entire  little 
ain'  can  be  replaced  by  a  Saxon  Service  Corps  technician 
ninutes. 

More  basic  progress.  The  new  Saxon  3  has  a  new  push- 
ton  control  panel.  So  it's  as  easy  to  operate  as  a  pushbutton 
one. 

It  all  adds  up  to  a  simple,  efficient  machine  that  fills  your 
■  t  to  high  volume  requirements  with  consistently  crisp,  clear 
)ies  on  plain  bond  paper. 

And  all  this  basic  progress  gives  you  some  very  basic 
'  'ings. 

The  Saxon  3  has  a  price  with  a  "heart!'  So  it  can  be 
'chased  or  rented  for  less  per  month  than  just  about  any 
er  plain  paper  copier  ever  made. 

A  step  forward  in  performance.  A  step  back  in  price.  A  step 
he  right  direction  for  small  businesses. 


Take  the  next  step  and  call  toll-free  (800)  824-7866.  Ask  for 
operator  4C. in  cai.(soo)  852-7757.  Ask  tor  operator4c.or  mail  our  coupon. 


Saxon  Business  Products,  Inc.  fs 
13900  N.W.  57th  Court 
Miami  Lakes,  Florida  33014 

I  want  to  take  a  step  in  the  right  direction.  Send  me  more 
information  about  your  Saxon  3  copier  and  the  other  afford- 
able plain  paper  and  electrostatic  copiers  in  your  line. 


Name 


Title 


Company 


Address 


City 


State 


Zip 


We've  cut 


saxons 

plain  paper  copier 


progress. 


Saxon  is  a  registered  trademark  of  Saxon  Industries,  Inc 
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Rural 
Oklahoma 
is  a  name 
dropper. 

There  are  manv  different  reasons 
why  major  companies  have  selected 
rural  Oklahoma  for  their  facilities, 
but  one  factor  remains  consistent  in 
their  decision      our  good  business 
climate 

Many  of  our  rural  communities  are 
prepared  to  assist  you  with  a  variety 
of  financing  plans  for  land,  building, 
or  equipment  Over  100  Oklahoma 
communities  have  established 
public  trusts  which  enable  them  to 
issue  revenue  bends  for  industrial 
proiects 

Oklahoma  s  tax  structure  is  geared 
for  more  profit  for  you  Our  per 
capita  tax  is  among  the  lowest  in  the 
nation  and  our  constitution  requires 
that  our  state  government  operate 
on  a  balanced  budget 
Let  us  show  you,  in  confidence,  how 
rural  Oklahoma's  name  droppers 
can  help  make  big  profits  for  you. 


The  buckle 
on  the 
sunbelt. 

Business  inquiries  only,  please 

For  further  information,  write 
Director, 

Oklahoma  Industrial 
Development  Department 
511A  Will  Rogers  Building, 
Oklahoma  City,  OK  73105 


Readers  Say 


there  been  any  lessening  of  our  commit- 
ment to  see  meaningful  accounting  re- 
forms implemented. 

— Thomas  F.  Eagfeton  (D-Mo.  > 
US.  Senate 
Washington,  D.C. 

Hard  Work 

SiK:  You  call  it  "pure  luck"  that  the 
Missouri-Kansas-Texas  Railroad  has  sur- 
vived [Mar.  20).  We  call  it  hard  work, 
careful  planning  and  good  management. 
We  have  found  that  the  harder  we  work, 
the  "luckier"  we  get. 

— Reginald  V.  Whitman 
Chairman  and  President, 
Missouri-Ka nsas- Tt  xas  Railn tad  Co. 

Dallas.  Tex. 

Up  From  A  Good  Level 

SiR:  In  your  banking  issue  (Apr.  17). 
you  say  that  we  (and  others)  were  "mere- 
ly recovering  from  poor  1976  levels." 
Security  Pacific's  record  S100.2-million 
profit  in  1977  (up  31%  over  1976)  fol- 
lowed a  record  profit  of  $76.3  million  in 
1976  (up  169c  over  1975). 

— Ric  hard  A.  Warner 
Senior  Vice  President. 
Security  Pacific  National  Bank 
Los  Angeles.  Calif. 

No  Need  For  Patents 

SiR:  Re  your  excellent  article.  "Is  This 
What  The  Court  Said  To  Kodak0"  [Fact 
and  Comment,  Apr.  17).  Why  not  do 
away  with  the  patent  office?  Why  should 
people  invent  things  so  that  others  can 
reap  the  benefit  of  their  efforts? 

— Ak  in  F.  Loew 
Newton  Centre.  Mass. 

Sir:  Going  one  step  beyond,  the  par- 
ticipants in  litigation  should  ask  for  a 
three-week  advance  notice  of  the  verdict 
from  the  jury.  With  that  detail  taken  care 
of.  we  would  not  need  judges — or  they 
would  have  to  render  a  decision  prior  to 
the  trial.  That  would  undo  the  logjam  in 
the  courts. 

— Paid  J.  Hueberjr. 
Maitland.  Fla. 

Stereotype? 

SiR:  In  MSF  Jr.  s  column  [Apr.  3)  on 
our  industrial  park  proposal,  he  refers 
charmingly  to  empire-building  mental- 
ity. I  would  conclude  from  the  article 
that  I  must  be  the  person  who  is  now 
"suffering"  from  that  mentality.  My 
grandfather  once  gave  some  very  wise 
advice  to  me:  Judge  not  in  haste,  that 
you  be  not  judged  in  haste.  We  have 
started  some  new  things  at  the  Port 
Authority,  and  these  include  some  new 
attitudes.   But  one  of  the  things  that 


makes  it  hardest  to  change  is  when  thJ 
Stereotypes  of  past  criticism  are  applied 
regardless  ol  what  tlx  t.n  ts  or  the  r<ali< 

ties  are. 

—Peter  C.  Gold  mark  Jr\ 
Executive  DirectaA 
The  Port  Authority  ofX  Y.  6  V.j 
Sen  York  V.l 

SiR:  Your  editorial  was  right  on  target! 
The  Port  Authority  is  a  superrich  unacj 
countable  agency  running  wild  with  thJ 
public  s  money;  charging  exorbitant  GH 
to  the  people  who  use  its  facilities;  and 
wasting  hundreds  ot  millions  ol  dollars  uj 
the  construction  of  projects  unrelated  td 
its  prime  responsibility.  By  no  mem 
should  the  Port  Authority  be  allowed  ti 
embark  upon  the  billion-dollar  industri.ii 
park  project  it  has  grandiosely  anl 
nounced.  It  cant  even  build  an  offici 
building  or  a  bus  terminal  within  reason) 
able  amounts. 

— J.  Kevin  Vttrpht 
President 
Trail  u  a  in 
Dallas  Tev 

Big  Foreign  Market 

SiR:  In  discussing  L.  M.  Ericsson  Apti 
17)  you  state  that  "Western  Klectriy 
Siemens  and  GTK  sell  little  or  no  equip; 
ment  outside  their  domestic  markets.: 
Siemens  is  acquiring  half  ol  its  orders  ii 
telecommunication  outside  ol  its  Gerj 
man  home  market. 

— W.  Os0 
Sit  iik  us  AC 
Munich.  W  est  Germain 

They're  Older 

SiR:  In  your  recent  story  on  the  Hiber 
nia  Bank  (Apt*.  3)  you  refer  to  the  U9| 
year-old  bank  as  "California's  oldest.: 
The  oldest  bank  in  California  is  Weln 
Fargo  Bank,  a  continuation  of  the  origj 
nal  banking  business  started  by  Weill 
Farsjo  c\"  Co.  in  San  Francisco  in  JuH 
1S52.  Hibernia  made  its  appearance  ii 
April  1S59. 

— Basil  C  P(  arc- 
Vice  President 
Wells  Fargo  Bam 
San  Francisco.  Calif 

Need  Booze 

SiR;  Re  MSF's  reply  to  Attorney  Gent 
era!  Griffin  Bells  luncheon  invitatioi 
[Readers  Say.  Mar.  20).  Griffin  Bell* 
boss  has  turned  thumbs  down  on  thi 
three-martini  lunch;  without  the  booze 
it  may  be  difficult  for  even  the  Attornfl 
General  to  voucher  a  lunch  ot  otj 
$13.13. 

—D  C  Stult: 
Tampa.  Fla 
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Does  your  low 'tar'  feel  like  a  lot  of  hot  air  ? 
Feel  the  refreshing  coolness  of 

KCM  SUPER  LIGHTS 


special  coolness 
only  comes  from 
KODL  The  kind  of 
refreshment  you've 
never  had  before 
in  a  low  "tar"  ■ 

J 


SUPER 
UGhTS 


KINGS 


LONGS 


America's 
most  refreshing 
low'tar 'cigarette. 


tar' in  both  sizes. 


mg.  "tar",  0  .8  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


These  Mem//  Lynch  pi 


anang  proje 


i  helped  wise  more  than  $2.  I  billion  in  1977  < From  left:  Peter  Bennett,  Angus  Green,  Jim  Price  and  Henry  Ma 


How  this  Merrill  Lynch  team 
delivered  150  private  financings 

in 1977 alone 


Some  executives  still  don't  associate 
Merrill  Lynch  with  private  financing. 
Yet,  we're  now  one  of  the  biggest  in 
the  business. 

In  the  past  3  years,  the  dollar  amount 
of  financings  we  have  handled  has  tripled. 
And  in  1977  alone,  our  15  full-time  pri- 
vate placement  people,  working  with  our 
regional  investment  bankers,  have  man- 
aged or  co-managed  over  $2.1  billion  in 
secured  and  unsecured  private  financings. 

One  of  the  keys  to  our  success  is  our 
ability  to  handle  all  types  and  sizes  of  pri- 
vate financings— and  to  tailor  each  financ- 


ing to  the  client's  need.  We  can  place  an 
issue  with  a  single  lender,  a  limited  numl 
of  lenders  or  market  it  regionally  or  natic 
ally  through  our  Merrill  Lynch  institu- 
tional sales  units. 

The  1 50  private  placements  we  man- 
aged in  1977  included: 

•  72  issues  for  industrial,  transportatior 
and  retail  companies  totaling  $911  mil lk 

•  2 1  issues  for  public  utilities  totaling  $ 
million. 

•  45  issues  for  banks  and  financial  instr 
tions  totaling  $362  million. 


We  have  also  managed  over  $167  mil- 
|j»n  worth  of  short  and  intermediate  term 
rjiancings  for  other  firms. 

"  vo  critical  ingredients 

There  are  two  critical  ingredients  in 
I  itting  together  a  successful  private 
fiancing:  experience  and  a  feel  of  the 
tarket.  At  Merrill  Lynch,  we  have  15  spe- 
plists  whose  only  business  is  private 
liance.  They  have  the  kind  of  experience 
Squired  to  stay  with  a  complicated  private 
dancing  from  the  initial  structuring  to 
le  final  closing. 

And,  because  of  the  large  number  of 
lancings  we  handle,  our  private  finance 
|ople  are  in  contact  with  hundreds  of 
Bstitutional  lenders  daily.  They  deal  with 
d'eryone  from  the  largest  insurance  com- 
Inies,  pension  funds  and  money  center 
l|inks  to  smaller,  regional  institutions. 

This  constant  direct  involvement— 
tiiupled  with  input  from  Memll  Lynch's 
[jitionwide  network  of  institutional 
dfices— gives  us  a  feel  of  the  market  that's 
cfficult  to  match.  This  can  often  mean 
letter  rates  and  terms  for  our  clients. 

Worldwide  investment  banking 

Private  financing  is  just  one  of  the  full 
i  nge  of  investment  banking  services  we 
(ifer  clients. 

Worldwide,  Merrill  Lynch  managed  or 
|>-managed  over  $30  billion  of  financing 
|r  corporate  and  governmental  clients  in 
f 77-  More  than  any  other  U.  S.  investment 
linking  firm. 

I  In  the  U.  S. ,  we  managed  or  co- 
m  anaged  171  public  issues  for  corporations 
italing  over  $12. 1  billion.  This  made  us 
amber  one  in  this  category  for  the  sev- 
tth  year  in  a  row.  And,  for  the  third  con- 


secutive year,  we  were  the  leading  manager 
of  municipal  financings. 

Outside  the  U.S.,  the  Merrill  Lynch 
International  Banking  Group  managed  or 
co-managed  over  $3.5  billion  in  financing. 
Included  in  this  total  were  $1.3  billion 
of  syndicated  bank  loans  and  $1.3  billion  in 
Eurosecurity  public  offerings. 


Merrill  Lynch 
Capital  Markets  Group 


©Copyright  1 978,  Merrill  L>nch  Pierce  Fenner  &  Smith  Inc 


Our  private  placement  activities 
are  part  of  the  Merrill  Lynch  Capital 
Markets  Group. 

The  Merrill  Lynch  Capital  Markets 
Group  provides  financing,  trading 
and  related  financial  services  to 
major  corporations,  institutions  and 
governmental  entities.  The  Capital 
Markets  Group  is  backed  by  the 
resources  of  the  worldwide  Merrill 
Lynch  organization. 


Your  best  long-range  strategy: 
a  Series  60  computer  system. 


From  minicomputers  to 
giant  mainframe  computers, 
from  small  self-contained 
information  systems  to  world- 
wide distributed  networks, 
Honeywell's  Series  60  product 
line  goes  across  the  board. 

Compatible  levels 
of  hardware  and  software 
that  can  match  your  require- 
ments now.  That  can  easily 
grow  as  you  grow.  That 
can  change  as  your  require- 
ments change. 


A  Series  60  system 
helps  you  attack  the  problems 
of  rising  costs,  helps  you 
maintain  control,  helps  you 
protect  your  computer 
investment. 

Every  Series  60  system 
is  easy  to  program,  easy  to 
service,  easy  for  more  of 
your  people  to  use. 


That's  our  game  plan. 
Now  it's  your  move:  Write 
Honeywell  Information 
Systems  (MS  487),  200  Smitrj 
Street,  Waltham,  Mass.  0213 

Honeywell 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


MAYBE  CARTER 
LEAF  OUT  OF  HIS  IRS 

The  President  is  having  a  lot  of  trouble  getting  his  assorted 
programs  enacted  into  law  by  Congress.  Among  them,  for 
businessmen,  is  a  whole  batch  of  new  tax  harassments  of  the 
no-more-business-lunches  variety. 

But  the  lack  of  new  laws  hasn't  slowed  down  his  IRS 
chieftain,  Jerome  Kurtz,  one  iota.  He's  having  a  ball  kicking 
long-established  corporate  perks  in  the  groin,  with  or  without 
new  legislation.  When  he  took  on  the  job,  Kurtz  made  it  clear 
he  was  gung  ho  on  the  subject: 

"By  and  large,"  Kurtz  declared,  "there  is  only  one 
answer  to  these  questions  [of  taxing  fringe  benefits]  .  .  . 
the  statute  says  all  income  is  taxable.  And  all  income 
includes  income  in  kind  as  well  as  in  cash." 

—Wall  Street  Journal,  May  23,  1977 

ALL  DECENT  SOULS  FEEL 

over  what  has  happened  to  Aldo  Moro.  But  democracy  in  Italy 
would  have  no  tomorrow  if  the  government  failed  in  the 
slightest  degree  to  stand  firm  against  any  and  all  demands  from 
fanatical  terrorists. 

It's  hard  to  believe  that  at  some  point  some  time  the 

ONE  WAY  TO  REDUCE 

Dow  Chemical  estimated  that  filling  out  federal  information 
requests  and  meeting  regulatory  agencies'  data  requirements 
cost  it  $186  million  last  year.  The  president  of  Magnetics 
International,  with  $20  million  in  sales  and  $1.5-million  profits, 
reports  that  his  company  filled  out  a  total  of  56  weekly, 
monthly,  quarterly  and  annual  forms  for  the  IRS,  FTC,  Com- 
merce, Treasury  and  Labor  Departments,  OSHA  and  others 
ad  nauseam.  The  company's  15-man  office  staflf  spends  half  its 
time,  says  CEO  Ed  Richard,  serving  up  required  information 
to  the  government  instead  of  attending  to  business. 

In  the  Times  article,  reporter  Michael  Jensen  writes:  "Busi- 
nessmen respond  .  .  .  that  what  is  needed  is  a  method  of 

FORBES,  MAY  15,  1978 


SHOULD  TAKE  A 
COMMISSIONER'S  BOOK 

The  fringe  benefits  in  question — which  are  enjoyed  by 
numerous  employees  from  top  executives  to  clerical 
workers — include:  free  annual  picnics,  free  physical  ex- 
aminations, supper  money,  free  bus  transportation  for 
employees  in  unsafe  areas,  free  use  of  a  company  car, 
free  travel  passes  that  railroads,  airlines  and  bus  compa- 
nies issue  to  employees  and  employees'  families,  dis- 
counts for  employees  of  retail  stores,  etc.  .  .  . 

— New  York  Times,  June  28,  1977 
The  Commissioner  has  succinct  advice  for  those  with  com- 
plaints about  his  new  taxing  dictates,  some  straight  talk  for 
those  taxpayers  seeking  to  avoid  paying  ever  more  to  the  Feds: 
"Take  a  lower  paying  job  and  use  standard  deductions." 
At  least  he  smiled  when  he  said  it. 

SORROW  AND  OUTRAGE 

legendary  detectives  of  Germany,  France,  Belgium  and  Swit- 
zerland, as  well  as  Italy,  won't  get  most  of  these  bloody 
maniacs.  Surely,  the  law-and-order  forces  of  those  long-civil- 
ized lands  can't  be  totally  a  figment  of  the  imagination  of  fiction 
writers. 

FEDERAL  PAPERWORK? 

eliminating  most  of  the  federal,  state  and  local  tax  forms  they 
must  file.  Why,  in  this  computer  age,  they  ask,  can't  the 
government  figure  out  a  way  to  share  information  from  a 
single,  comprehensive  tax  return?" 
Good  question — indeed,  why  not? 

In  fact,  couldn't  most  of  the  data  so  repetitively  requested  of 
every  business  be  centrally  computer-pooled  and  dug  out  by 
one  agency  after  the  other  when  authorized  by  law?  There  may 
be  dangers,  of  course,  in  having  such  a  Big-Brother  informa- 
tion bank.  But  the  soaring  cost  of  filling  out  forms  for  dozen 
after  dozen  of  governmental  agencies  is  probably  worse. 
What  think  you? 
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CORPORATE  SUPPORT  OF 

Luncheon  talk  by  MSF  at  the  Annual  World  An- 
tiques  and  Fine  Arts  Conference,  organized  by  Gray 
Boone,  editor  and  publisher  of  Antique  Monthly. 

I'm  well  equipped  to  talk  to  you  today,  because  unlike  the 
people  you  have  been  hearing  and  will  be  hearing,  I  know 
virtually  nothing  about  the  art  and  antiques  business.  I'm  just  a 
consumer.  So  you  can  relax.  You'll  learn  nothing. 

Many  of  you  know  my  son  Christopher.  He  sells  advertising 
in  a  magazine  called  Nineteenth  Century,  that  he  persuaded 
Forbes  to  publish.  It's  a  noble  venture  but  we  now  know  what 
it  feels  like  to  be  philanthropists. 

The  other  day  Christopher  and  I,  along  with  son  Bob,  were 
in  a  gallery  discussing  a  painting  we  wanted.  It  seemed  expen- 
sive, and  the  proprietor  was  elaborating  on  its  virtues.  We 
went  off  to  one  side  for  a  discussion.  I  quoted  a  line  of 
Shakespeare — to  impress  my  sons,  who  don't  think  I  have  an 
education  (a  feeling  that  is  reciprocated) — "Methinks  he  doth 
protest  too  much."  The  dealer  chimed  in,  T  couldn't  help  but 
overhear  you.  [I  guess  he  couldn't — he  was  craning  his  neck 
like  a  giraffe.]  And  I'd  like  to  quote  a  line  of  Shakespeare  that 
applies  to  you:  Thou  art  an  ass.'  "  So  much  for  my  qualifica- 
tions to  address  this  august  assemblage. 

We  are  specialists,  of  a  sort,  on  the  subject  of  corporations 
and  art  collecting.  We  not  only  report  on  it,  we  do  it  and  we 
argue  about  it.  People  who  buy  antiques  and  art  for  companies 
are  growing  in  number.  While  in  the  eyes  of  the  law  corpora- 
tions are  personless,  those  that  are  not  headed  by  capable 
persons  don't  last  as  long  as  most  people.  And  the  area  of 
getting  interested  in,  acquiring  or  doing  anything  about,  the 
arts  in  the  corporate  world  is  very  much  a  chief  executive 
officer's  thing.  Here  you  bump  into  a  breed  that,  from  your 
point  of  view  as  sellers,  is  very  exciting. 

A  Late  Bloomer 

We  all  know  now  what  can  happen  in  politics  to  those  who 
are  "born  again"  in  a  religious  sense.  They  get  to  be  president, 
sometimes.  Well,  when  a  chief  executive  officer  discovers  art, 
he  is  as  turned  on  as  those  who  are  reborn  in  religious  terms. 
He  is,  of  necessity,  a  late  bloomer.  Unless,  as  in  the  case  of  a 
David  or  a  Nelson  Rockefeller,  they  have  been  born  into, 
grown  up  surrounded  by  art,  to  get  where  they  are  most 
corporate  heads  have  had  to  concentrate  on  the  nuts  and  bolts 
of  their  businesses. 

When  they  do  discover  what  you  dealers  have  long  been 
entranced  with,  their  eagerness  is  great.  It  is  sometimes 
misguided,  and,  as  often  as  not,  that  is  your  fault.  They  get 
some  bum  steers,  because  sometimes  the  best  things  you  have 
are  not  necessarily  those  with  the  biggest  markup. 

Often  when  an  executive  has  "arrived"  at  the  top,  is  getting  a 
very  good  salary  and  has  a  lot  of  people  to  do  his  work,  he  is 
invited  to  be  on  a  committee  for  the  local  art  museum,  or  to 
raise  money  for  the  opera  or  the  orchestra  or  whatever.  It's  a 
whole  new  thing  to  him.  There  is  prestige,  status  and,  gee, 
there  is  discovery  that  there  actually  is  something  to  these  ai  ts 


ARTS  CAN  BE  PROFITABLE 

after  all.  The  awareness  and  the  money  come  late,  but  th« 
enthusiasm  often  makes  up  for  that. 

You  see,  when  these  people — among  whom  I  include  myself— 
come  into  a  gallery,  they  want  an  assurance  that  what  they  buy  i; 
good.  That's  in  your  hands.  You  begin  with  malleable  material 
But  executives  won't  get  burned  too  often.  You  can  burn  them  : 
little  bit,  but  when  they  wise  up  they  remember  unfavorably 
those  who've  sold  them  things  that  were  not  of  quality. 

There  is  the  increasingly  frequent  discovery  by  corporation^ 
that  spending  for  art  or  the  arts  can  be  translated  to  bottom! 
line  profits — sometimes  literally.  Take  Forbes'  own  relatively 
modest  experience.  In  many  instances  the  art  we've  acquired 
has  appreciated  much  more  than  some  securities  purchased  foi 
our  pension  and  thrift  plans.  That's  one  aspect  of  the  matter. 

But  beyond  that  dimension,  art  and  antiques  give  a  lift  tc 
people  who  may  not  quite  know  why.  I'm  reminded  of  the 
fellow  who  made  the  observation  that  he'd  walked  past  pari 
benches  full  of  people  any  number  of  times  without  seeinj 
them — until  he  saw  a  painting  of  a  similar  scene  and  for  th« 
first  time  he  saw  all  kinds  of  dimensions  and  meanings  to  thai 
commonplace  experience. 

Appreciation 

No  one  can  remain  long  in  business  if  it's  not  profitable.  Bu 
art,  whether  it's  a  matter  of  furnishings  or  architecture,  adds  i 
dimension  of  great  value  to  a  company.  Look  at  the  burgeoninj 
Hyatt  Hotel  chain.  They  invested  in  dramatic  architecture 
They  discovered  that  enclosing  a  piece  of  the  Big  Sky  added 
hugely  to  revenues.  Architecture  made  staying  at  a  Hyatt  an 
event.  By  roofing  over  a  lot  of  empty  space,  guests  are  thrillec 
to  look  up  at  the  same  sky  they  forget  to  look  at  while  outside 

This  sort  of  appreciation  of  the  arts  is  here  to  stay  and  i 
spreading.  There's  a  growing  awareness  that  there  is  profitabil 
ity  in  taste,  that  it  can  be  reflected  at  the  corporate  bottom  line 
Excerpts  from  three  of  the  questions  that  followed: 

Question:  Mr.  Forbes,  I've  been  doing  some  work  on  corpo 
rate  pension  funds,  and  I'm  just  curious  if  you  think  ERISA  i 
ever  going  to  permit  art  purchases. 

Forbes:  No.  Pension  funds  are  for  things  swiftly  salable  s« 
they're  "prudently"  confined  to  stocks  and  bonds  which  vol 
can  usually  sell  promptly — often  at  a  loss,  these  days. 

Question:  Mr.  Forbes,  as  an  educator,  I'm  quite  interestec 
about  corporations  employing  people  with  Masters  and  Ph  D 
degrees  in  art  history.  Could  you  please  comment  on  this? 

Forbes:  Well,  lots  of  corporations  are  getting  into  art  collect 
ing,  but  I  wouldn't  say  that  many  of  those  collections  reflect  th« 
judgment  of  those  with  Masters  or  Ph.D.  degrees.  I'd  say  ven 
few  of  those  Degreed  are  being  hired  by  companies. 

Question:  Mr.  Forbes,  would  you  care  to  comment  01 
Forbes  Magazine's  art  acquisitions? 

Forbes:  I  think  without  question  our  various  collections  ha\( 
enhanced  Forbes  Magazine's  image.  And  if  you  are  familia 
with  what  my  editorials  do,  every  two  weeks,  to  our  image,  yot 
can  understand  why  we  need  the  dignity  of  art. 
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erkins,  you  call  my  lawyer,  and  I  II  call  Christie 
Christie^.  Fine  Art  Auctioneers- si  nee  1766 


502  Park  Avenue.  New- York.  N  Y  100?; 


Telephone  <:i:m:6-2& 


TWO 
OUTSTANDING 
ADVERTISEMENTS 

Speaking  of  arts  and  antiques  (see  p.  44),  this 
Christie's  auction  firm  advertisement  has  to  be 
ranked  among  the  Classics. 
And  the  indictment  in  the  Continental  Oil 
message  is  absolutely,  completely  warranted. 


[Major  gas  holdback  charged  j^, 

A  year  ago,  you  couldn't  miss  the  charges. 


Study  shows  | 

m 


But  you  probably  missed  the  follow-up. 


During  Ijsi  yean 


product!,  n  from  certain  field*  in  thi 
Gulf  of  Mexico.  Secretary  o(  rhe 
Interior  Cecil  Andrus  asked  (he 
National  Academy  ol  Sciences  to 
investigate  these  charges 

The  charges  received  widespread 
coverage  in  newspapers  and  on 
television  In  many  cases  they  were 
magnified  to  give  the  impression  that 
the  companies  were  actually  guilty  of 
withholding  natural  gas 
The  Academy  has  now  completed  its 
investigation  ol  the  fields  in  question 
operated  by  ConocO.  It  concludes  thai 
these  fields  have  been  producing  gas 
"as  fast  as  possible'  Secretary  Andrus 


But  it  is  an  unfortunate  fact  of  life 
that  charges  mafc;  headlines  and 
exoneration  gets  lost  in  the  inside  pages 
—  if  it  is  mentioned  at  all.  For  example, 
while  The  New  York  Times  featured 
the  original  charges  on  the  front  page 
of  the  business  section,  it  chose  to 
ignore  the  follow-up  aory  on  Conoco. 
That  is  why  we  are  using  this  space  to 
let  our  employees,  stockholders  and 
the  public  know  thai  what  we  said  last 
year  is  true:  Conoco  was  not  and  is  not 
withholding  natural  gas  production. 


Continental  Oil  Company 

High  Ridge  Park 

Stamford,  Connecticut  06904 


PERSONAL  AND  CONFIDENTIAL 
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It  irks  to  get  letters  with  the  envelopes  marked  "Personal 
and  Confidential"  when  the  contents  obviously  are  not. 
(When  it  is  used  as  a  ploy  to  bypass  executives'  secretaries,  it 
ails  totally  when  it  does  so  and  shouldn't  have — like  form- 
etter  job  applications. 


THE  GOOD  GUYS  ADMIRE 

while  the  bad  guys  envy. 


Further,  how  can  anyone  be  helpful  to  a  job-seeker  by 
checking  on  possible  opportunities  within  his  own  company 
or  elsewhere  and  still  observe  "confidentiality  "?  It  is  so 
patently  impossible  that  the  request  suggests  the  applicant  is 
pretty  dumb. 

THOSE  MOST  ENTITLED  TO  EGO  TRIPS 

are  the  least  likely  to  take  em. 


PRESIDENT  CARTER,  MEET  HERBERT  HOOVER 

By  M.S.  FORBES  Jr. 


Why  has  President  Carter  been 
such  a  disappointment  in  office,  even 
to  his  supporters? 

Perhaps  the  key  lies  in  the  Presi- 
dent's background.  He  shares  a  num- 
ber of  similarities  with  another  presi- 
dential failure,  Herbert  Hoover. 

Both  men  brought  first-class  minds 
to  the  office.  Both  were  engineers 
and  successful  businessmen  and  both 
showed  astonishing  ineptness  in  han- 
dling the  presidency. 

The  logic  and  precision  of  mind 
necessary  for  engineering  and  busi- 
ness seem  ill-suited  for  the  peculiar- 
ities of  political  life.  When  Hoover 
did  show  flexibility  on  an  issue,  for 
instance,  he  usually  appeared  weak, 
foolish  or  mendacious,  just  as  Carter 
does  today.  A  Franklin  Boosevelt,  by 
contrast,  could  perform  fast  political 
footwork  and  look  decisive  and 
straightforward. 

This  lack  of  political  savvy  can  also 
be  seen  in  the  way  Hoover  and  Carter 
could  throw  away  their  trump  cards. 
In  1920,  for  example,  Hoover  wanted 
to  run  for  President.  He  was  a  very 
popular  figure  because  of  his  extraor- 
dinary war  work,  and  both  political 


parties  were  eager  to  have  him  on 
their  side.  When  Hoover  announced 
his  allegiance  to  the  Republicans, 
however,  he  did  so  without  exacting 
any  agreements  or  concessions  from 
the  GOP  bosses.  Knowing  that  this 
famous  man  would  not  be  running 
with  the  Democrats,  these  politicos 
felt  safe  in  nominating  a  party  hack. 
Warren  Harding. 

Carter  has  displayed  the  same 
shortcoming,  from  his  unilateral  deci- 
sion to  withdraw  troops  from  South 
Korea  (without  asking  concessions 
from  North  Korea)  to  his  conclusion 
to  defer  production  of  the  neutron 
bomb  (without  any  quid-pro-quo 
from  the  Soviets). 

Fortunately  for  Carter,  he  still  has 
time  left  to  learn  what  his  job  is 
about,  and  his  ability  to  come  back 
should  not  be  underestimated.  Be- 
cause his  reputation  has  tumbled  so 
far,  it  is  easy  to  overlook  his  extraordi- 
nary achievement  in  reaching  the  of- 
fice he  now  holds.  The  extent  of  that 
accomplishment  was  brought  home  to 
this  writer  the  other  evening  while 
watching  a  new,  first-rate  television 
documentary,  Peanuts  to  the  Presi- 


dency: The  Jimmy  Carter  Campaign. 

One  of  the  film's  first  sequences 
was  footage  of  Carter's  1974  appear- 
ance on  What's  My  Line,  a  program  in 
which  a  panel  of  celebrities  attempt 
to  guess  the  profession  of  a  mystery 
guest.  Carter^  comes  on  stage  and  is 
introduced  as  "Mr.  X."  Nobody  knew 
who  he  was.  The  only  clue  the  host  of 
the  show  gave  was:  "Mr.  X  is  involved 
with  some  service."  The  questions 
were,  in  today  s  light,  amusing.  To 
wit:  "Mr.  X,  does  your  profession  in- 
volve you  with  women?"  Carter: 
"Yes,  it  involves  quite  a  number  of 
women,  although  I  wish  it  might  in- 
volve more."  "Oh,  then  are  you  a 
fashion  designer?" 

Finally,  near  the  end  of  Carter's 
allotted  time,  a  panel  member  blurt- 
ed, "Are  you,  by  any  chance,  a  state 
governor?"  "Yes!"  cried  the  TV  host. 
"This  is  the  governor  of  the  great 
state  of  Georgia,  Jimmy  Carter!  Let's 
give  him  a  big  round  of  applause.  " 

Within  24  months,  "Mr.  X"  would 
win  the  Democratic  nomination  and 
defeat  an  incumbent  President. 

Don't  refer  to  Carter  as  a  one-term 
President.  Not  vet. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Compulsive  U.S.  Workers 

Work  became  a  habit  as  well  as  a 
necessity,  not  simply  in  regions  swayed 
by  the  Puritan  ethic,  but  on  all  frontiers. 
Even  the  games  played  by  pioneers  were 
insidiously  contrived  to  masquerade 
work  as  play;  barn-raisings  and  log-roll- 
ings and  husking  bees  and  quilting  par- 
ties might  be  pleasureful  for  the  fron- 
tiersmen, but  they  served  a  practical  end 
that  was  even  more  essential. 

This  habit  of  work  has  become,  after 
three  centuries  of  pioneering,  a  compul- 
sion of  the  American  people.  We  labor 
endlessly,  not  simply  to  achieve  success, 
but  because  society  decrees  continuing 
hard  labor  even  for  the  affluent.  Social 
pressures  no  less  than  individual  ambi- 
tion drive  Americans  into  ulcers,  heart 
attacks  and  premature  death.  There  is  no 
time  in  the  United  States  for  the  noon- 
time siesta  that  eases  pressure  in  Latin 
lands,  the  leisurely  tea  hour  that  is  one  of 
Britain's  most  sacred  traditions,  the  lin- 
gering over  a  glass  of  wine  at  a  sidewalk 
cafe'  that  is  a  treasured  practice  in  Paris 
or  Rome.  Instead,  the  typical  American 
gulps  his  meal  at  his  desk  or  at  a  quick- 
service  restaurant,  flirts  with  speeding 
rickets  as  he  rushes  to  business  appoint- 
ments, and  glories  in  boasting  that  he 
works  harder  than  his  neighbor. 

— Ray  Allen  Billington, 
American  Heritage 


I  think  it's  better  to  spend  the 
time  you'd  spend  exercising 
sitting  out  in  the  cool  of  the 
evening  with  a  highball  in 
your  hand.  That  way  you 
don't  get  your  heart  all 

churned  up.  —Jack  Howard,  chair- 
man of  Scripps- Howard  Broadcasting 


Pension  Fund  Buys  Art 

London— The  230,000  railroad  em- 
ployees in  Britain  are  taking  a  closer 
interest  in  the  art  market.  They  already 
own  one  of  the  world's  finest  art  collec- 
tions, worth  $40  million,  and  they  hope 
it  will  one  day  help  provide  them  with  a 
comfortable  old  age.  The  collection,  in- 
cluding Picasso's  "Blue  Boy,"  is  financed 
by  3%  of  the  fund,  the  bulk  of  which  is 
locked  up  in  conventional  investments 
that  generate  regular  earnings. 

The  idea  of  putting  money  into  art  is 
not  common  among  pension  funds  and 


unheard  of  in  a  nationalized  industry  such 
as  the  railways.  There  have  been  com- 
plaints about  it  in  Parliament.  Beplying  to 
such  criticism,  Christopher  Lewin,  chair- 
man of  the  fund's  committee  dealing  with 
the  art,  said:  "Statistics  show  that  over  the 
last  25  years  works  of  art,  despite  the  lack 
of  income,  actually  produced  a  higher 
return  than  investments  in  ordinary 
shares,  taking  account  of  both  capital  and 
accumulated  income." 

— The  New  York  Times 


Mark  of  the  Executive 

When  Nixon  was  Vice  President,  he 
visited  Eisenhower  in  the  Oval  Office 
one  day  and  found  him  signing  letters. 
Eisenhower  told  Nixon,  "The  mark  of  a 
good  executive  is  when  you're  handed 
letters  which  you  know  you  could  have 
written  better  yourself  and  you  sign 
them  anyway." 

— H.R.  Haldeman,  The  Ends  of  Power 

Doubletalk? 

Our  State  Department  seems  to  be 
telling  us  that  we  can  condone  Soviet 
programs  that  legalistically  violate  the 
agreements  so  long  as  they  do  not  af- 
fect the  strategic  balance,  and  that  we 
can  condone  Soviet  programs  that 
affect  the  strategic  balance  so  long  as 
they  do  not  legalistically  violate  the 
agreements.         — Wall  Street  Journal 

In  1976,  the  Democratic  candidate  for 
President  committed  himself  to  cutting 
the  Pentagon's  rations  by  between  five 
and  seven  billion;  defense  spending  will 
now  rise  by  more  than  ten  billion.  On 
the  face  of  it,  this  looks  like  a  broken 
promise.  But  Carter,  who  seems  to  have 
given  Poor  Richard  an  ex-officio  seat  on 
the  Council  of  Economic  Advisers,  says 
that  it  is  "consistent  with  campaign 
pledges  to  the  American  people,"  be- 
cause his  proposal  calls  for  $8  billion 
less  than  the  amount  Gerald  Ford 
planned  to  spend  if  he  was  returned  to 
the  Oval  Office — which  is  rather  like 
saying  that  one's  wealth  is  increased 
every  time  one  decides  not  to  buy  a 
white  elephant. 

— Richard  Rovere, 
The  New  Yorker 


Less  Alibi,  More  Jealousy 

New  opportunities  have  splintered  the 
nonwhite  population.  The  brightest  and 
most  ambitious  have  rapidly  risen,  leav- 
ing the  underclass  farther  and  farther 
behind — and   more  and   more  angry. 


"Then  it's  moved  and  seconded 
that   the   compulsory  retirement 
age  be  advanced  to  ninety-five  " 
Drawi  ng  by  Pet  erArno;  6  1963  TheNewYorker  Magazine,  Ino 

While  the  number  of  blacks  earning 
more  than  $10,000  is  expanding  and  the 
number  earning  $5,500  to  $10,000  u 
shrinking,  almost  a  third  of  all  black  farrn 
ilies  are  still  below  the  poverty  linei 
defined  as  $5,500  for  an  urban  family  o) 
four  (only  8.9%  of  white  families  art} 
below  the  line).  Says  Harvard  sociologist 
David  Riesman:  "The  awareness  thai 
many  blacks  have  been  successful  mean} 
that  the  underclass  is  more  resentful  anc 
more  defiant  because  its  alibi  isn'i 
there."  — Tinv 


Practicing  Morality 

[George  Frederic]  Watts  is  the  onU 
remaining  giant  among  Victorian  paint 
ers  who  has  not  yet  been  fully  reas 
sessed,  and  the  fault  lies  partly  in  the 
nature  of  his  work.  The  statements  o 
eternal  truths  which  his  dedication  drove 
him  to  commit  to  canvas  after  canvas 
often  on  a  large  scale,  still  disconcer 
many  people  who  feel  that  morality  like 
immorality  should  only  be  practiced  bj| 
consenting  adults  in  private. 

— Peyton  Skipwith 
Connoissew 


Luncheon  Undigested 

I  met  [director]  Tony  Richardson  foi 
the  first  time  in  his  Los  Angeles  house 
for  lunch.  We  had  strawberries,  quiche 
Dom  Perignon  and  instant  loathing.  Twe 
weeks  later,  I  was  fired. 

— Tommy  Thompson 

former  TV  scriptwriter  for  Richardson 
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Three  things  you  should  know 
before  buying  any  fine  car. 


i  il  Cadillac  value.  That's  every- 
!  ou  get  in  a  Cadillac.  Everything 
lakes  it  an  American  Standard  for 
'  Id.  Cadillac  comfort.  That  superb 
ride.  It's  all  the  features  that 

as  standard  on  a  Cadillac — 
1  3  that  often  cost  extra  on  other 

; .  if  they're  offered  at  all. 


2.  Cadillac  resale  value.  It's  consis- 
tently the  highest  of  any  U.S.  luxury  car 
make.  Which  means  a  Cadillac  could  cost 
less  in  the  long  run  than  you  anticipated. 

3.  Cadillac  repeat  ownership.  It 
consistently  tops  all  U.S.  luxury  car 
makes.  Cadillac  owners  tend  to  come 
back  to  Cadillac. 


Haven't  you  promised  yourself  a  Cadil- 
lac long  enough?  Whether  you  buy  or 
lease,  see  your  Cadillac  dealer  soon. 


:ORBES 


Such  Generosity! 


fHow  can  you  make  lots  of  money  by  giving  away  valuable  property?  Northwest 
Industries'  Ben  Heineman  is  master  at  the  play  and  Western  Pacific's  Micky 
Newman  is  trying  to  ape  his  old  associate. 


I'm  not  discussing  that!  It's  our  own 
imily  business  and  doesn't  affect  the 
ublic!  storms  Howard  (Micky)  New- 
lan,  the  cigar-chomping  chairman  of 
Vestern  Pacific  Industries,  Inc. 

Newman  was  reacting  to  a  question 
osed  by  a  Forbes  reporter:  Why  had 
le  Western  Pacific  Railroad  Co.  sud- 
enly  paid  $4.4  million  in  dividends  to 
s  parent  company.  Western  Pacific  In- 
ustries,  from  July  1977  to  March  1978? 
fter  all,  those  dividends  represented 
le  lion's  share — and  then  some — of  the 
lilroad's  earnings  during  that  period; 
id  during  the  previous  five  years  the 
ilroad  had  paid  a  total  of  only  $4  mil- 
on  in  dividends  to  WPI. 

Micky  Newman  has  a  short  fuse — and 
e's  especially  touchy  these  days  since 
e  is  engaged  in  some  very  fancy  finan- 
al  maneuvering.  Newman,  57,  studied 
le  conglomerate  business  with  North- 
'est  Industries'  Ben  W.  Heineman,  and 
e  is  trying  to  duplicate  Heineman's 
lost  famous  coup.  Heineman  virtually 
ive  away  the  Chicago  &  North  Western 
ailroad — including  its  burdensome 
ebt  but  minus  a  big  tax  shelter.  Micky 
ewman  is  trying  to  do  the  same  thing 
n  Western  Pacific  Industries  behalf 
ith  the  small  Western  Pacific  Railroad 
hich  provides  51%  of  WPI's  revenues, 
ut  Newman's  bondholders  may  not  be 
;  acquiescent  as  Heineman's  were, 
ewman  may  have  a  problem. 
The  problem  is  this:  The  Western  Pa- 
ific  Railroad  sold  $20-million  worth  of 
pnds  last  June  in  a  public  offering  un- 
;rwritten  by  a  Salomon  Brothers-led 
ndicate.  There  was,  however,  nothing 
the  prospectus  suggesting  that  the 
ilroad  the  bondholders  were  investing 
was  about  to  be  unloaded  by  its  parent 
)mpany.  Nor  did  Newman  tell  the 
landholders  that  the  railroad  assets  that 
nderlay  the  loan  were  worth  about  11 
;nts  on  the  dollar.  Nor  could  the  bond- 
olders  have  been  pleased  when  the  par- 


ent company  diluted  their  collateral  by 
suddenly  paying  itself  a  much-fattened 
dividend  out  of  surplus. 

It  was  a  mere  three  months  after  the 
bonds  were  sold  that  Newman  an- 
nounced his  proposal  to  "sell"  (i.e.,  vir- 
tually give)  the  railroad,  along  with  its 
$100  million-plus  in  debt,  to  a  new  corn- 


Surprise!  Investors  who  recently  bought 
bonds  in  Micky  Newman's  railroad  were 
taken  aback  by  his  new  plans  for  it. 


pany  formed  by  its  employees.  Three 
months  after  that,  the  railroad  was  ap- 
praised for  $14  million — a  full  $110  mil- 
lion below  book  value. 

What  s  in  it  for  Newman  and  WPI? 
Plenty.  They  wipe  $100  million  in  debt 
off  their  balance  sheet.  Better  yet,  they 
generate  for  WPI  tens  of  millions  of  dol- 
lars in  ordinary  losses  for  tax  purposes. 
How  can  property  sales  generate  ordi- 
nary losses?  It's  the  way  the  laws  are 
written:  Losses  incurred  in  the  sale  of 


property  used  in  a  business  can  offset 
ordinary  income.  Since  the  holding  com- 
pany is  selling  rail  assets  instead  of  the 
railroad's  stock,  it — not  the  railroad — 
gets  to  keep  huge  operating  tax-loss  car- 
ryforwards. Newman  is  already  on  the 
prowl  for  acquisitions  whose  earnings  he 
can  shelter;  WPI  has  bought  sizable 
hunks  of  stock  in  Houghton  Mifflin  Co., 
the  Boston  publisher,  and  Hazeltine 
Corp.,  a  Long  Island  manufacturer. 

In  a  brief  telephone  interview  which 
he  finally  cut  off,  Newman  told  Forbes 
the  reason  the  railroad's  bond  issue  pro- 
spectus neglected  to  mention  the  fate  in 
store  for  the  railroad  was  that  it  "wasn't 
thought  of  at  the  time.  Replies  one 
analyst  who  has  followed  Newman's  ca- 
reer: "I  personally  find  that  hard  to  be- 
lieve." The  analyst  points  out  that  New- 
man is  well  versed  in  this  kind  of  deal, 
having  been  chairman  of  Northwest  In- 
dustries himself  back  in  the  late  1960s. 

Newman  angrily  rejects  the  notion 
that  he  has  in  effect  used  part  of  the 
railroad's  bond  issue  proceeds  to  pay 
some  last-minute  dividends  to  the  parent 
company.  "The  railroad  is  loaded, '  he 
insists,  and  adds  that  "all  the  [dividend] 
covenants  that  are  required  to  be  ob- 
served have  been  observed. "  Case 
closed.  Newman  won't  discuss  the  divi- 
dends any  further. 

One  large  institutional  holder  of  the 
bonds  says  that  the  proposed  railroad 
sale  didn't  surprise  him,  because  "any 
sophisticated  investor"  knew  that  New- 
man was  planning  to  get  out  of  the  rail- 
road business  at  some  point.  But  other 
money  managers  who  hold  the  bonds 
disagree.  The  railroad's  bondholders, 
says  one,  have  been  given  a  "hose  job." 

Have  the  Securities  &  Exchange  Com- 
mission or  Crocker  National  Bank,  the 
trustee  for  the  bonds,  asked  Newman 
about  these  matters?  Replies  Newman: 
"I  don't  think  I'll  answer  your  quest  n. 
Good-bve."  ■ 
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The  Quiet 
Bull  Market 


While  the  big  rally  on  the  Big  Board  got  all  the  headlines, 
it  has  been  the  Little  Board  that  has  gotten  the  bucks. 


While  the  experts  were  still  debating 
whether  April's  big  rally  on  the  Big 
Board  was  for  real — or  just  an  upward 
blip  in  a  bear  market — the  American 
Stock  Exchange  had  no  such  doubts:  The 
Amex  has  been  in  a  solid  bull  market  for 
more  than  three  years  now.  Long  re- 
garded as  a  kennel  for  corporate  cats  and 
dogs,  the  Amex  has  been  the  smart  place 
to  be  since  1974;  the  Big  Board  s  growth 
stocks,  the  dumb  place. 

"We  have  gone  through  a  period  of 
economic  Darwinism,"  Amex  Chairman 


Arthur  Levitt  Jr.  boasts.  "The  investors 
today  at  the  Amex  are  the  most  profes- 
sional this  country  has  ever  seen.  They 
are  really  looking  for  value,  and  the 
number  of  retail  reports  on  Amex  securi- 
ties is  greater  than  ever  before.  This  tells 
me  there  is  an  increasing  emphasis  on 
companies  that  have  not  been  buffeted 
by  institutional  trading." 

About  707c  of  Amex  stocks  are  pur- 
chased by  individuals — compared  with 
40%  on  the  Big  Board.  Still,  institutions 
have  over  the  last  year  been  more  active 


there.  In  the  vanguard — as  it  often  is — is 
Morgan  Guaranty  Trust  Co..  which  has 
increased  its  investments  in  small-  and 
medium-sized  companies  from  SI  billion 
in  1975  to  over  S2  billion  today.  Invest-! 
ment  advisory  and  brokerage  firms  sucb 
as  Kleinwort  Benson  McCowan.  \e\M 
Court  Capital  Management.  T.  Bowe 
Price  and  F.  Eberstadt  &  Co.  are  also 
promoting  these  stocks  to  bolster  thein 
overall  portfolio  performance.  And 
among  brokerage  firms  that  have  recent-) 
ly  expanded  their  research  of  smallen 
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Divergent  Paths 

As  of  mid-April  1978,  the  Dow  industrials  had 
fallen  20%  from  January  1977,  but  the  Amex 
market  value  index  had  risen  24 
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The  Long  Road  Back 

The  Amex  market  value  index  shown  below  was  introduced^ 
in  1973.  By  extrapolation,  it  shows  the  Amex  has  a  long  way 
to  come  back  to  its  all-time  1969  high 
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lompanies  are  Merrill  Lynch,  Morgan 
,  tanley  and  Granger  &  Co. 
j  The  resurgence  of  buying  at  the  Amex 
|  as  resulted  in  a  gradual  but  steady  in- 
crease in  the  Amex  Market  Value  Index, 
p  130%  from  its  December  1974  low  vs. 
nly  40%  for  the  Big  Board's  Dow  Jones 
ldustrials.  It  has  reached  successive 
ecord  levels  in  recent  weeks,  hitting 
36  last  month,  its  highest  level  since  the 
i  lltime  peak  of  169  in  January  1969.  The 
)JI  has  during  the  same  period  demon- 
trated  tremendous  volatility:  It  has  gy- 
rated from  its  1974  low  to  a  peak  of  1015 
'i  September  1976,  then  back  down  to  a 
pw  of  742  in  February  of  this  year;  and 
uddenly  last  month  it  shot  up  almost  20 
joints  in  a  single  day,  the  biggest  daily 
idvance  for  the  blue-chip  indicator  since 
976.  Meanwhile,  trading  volume  on  the 
\mex  has  almost  doubled  from  its  1974 
loldrums — although  it  is  still  less  than 
alf  the  150-million-share  monthly  re- 
ord  set  in  1969. 

i  The  widest  divergence  between  the 


two  indexes,  however,  has  occurred 
since  January  1977  (as  shown  in  the 
chart,  p.  50).  The  average  Amex  stock 
was  up  19.3%  in  1977,  compared  to  a 
3.8%  increase  on  the  Big  Board.  Says 
Robert  J.  Farrell,  chief  market  analyst  at 
Merrill  Lynch:  "Larger  pools  of  money 
are  being  set  aside  to  invest  in  small 
companies,  and  demand  for  Amex  stocks 
is  becoming  increasingly  institutional." 

With  all  this  buying,  the  median 
price/earnings  ratio  of  an  Amex  stock  has 
climbed  from  3.4  in  1974  to  7.8  today; 
over  that  same  period  the  P/E  ratio  for 
the  New  York  Stock  Exchange  went  from 
4.7  to  8.1. 

Could  it  be  that  the  rally  on  the  Big 
Board  was  caused  in  part  by  people  who 
noticed  how  far  behind  the  Amex  the  Big 
Board  had  fallen?  ■ 


New  Breed?  A  more  savvy  investor,  says 
Amex  Chairman  Levitt,  has  replaced  the 
gunslinger  in  the  stock  market. 


he  60  Amex  stocks  below  have 
outperformed  even  the  Amex'  hot  averages 
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Banking:  Who  Gets 
The  Petromoney? 

As  they  are  gradually  learning  the  oil  business,  so  are 
the  Arabs  learning  the  modern  banking  business.  The  big  U.S.  and  European 
banks  are  not  going  to  get  it  all  much  longer. 


By  GEOFFREY  SMITH 

Khaled  Abu  Su'UD  is  the  longtime  finan- 
cial adviser  to  the  ruler  and  the  crown 
prince  of  Kuwait.  He  is  visiting  the  Lon- 
don offices  of  Sharjah  Group,  one 
of  the  many  new  Arah  financial 
institutions  to  have  come  to  Lon- 
don in  the  past  two  years. 

"Petromoney  is  government 
money,  Su'ud  is  saying.  "Until  it 
is  needed  it  must  he  kept  out  of 
the  Kuwaiti  economy  in  reserve 
currencies  on  money  markets.  So 
we  are  resorting  to  the  large  U.S. 
financial  institutions  because  the 
dollar  is  the  only  reserve  currency 
that  can  absorb  all  these  amounts 
in  the  short  term  with  all  these 
instruments — CDs  [certificates  of 
deposit].  Treasury  bills  and  so 
on — that  are  not  available  in  other 
currencies." 

But  just  as  the  Arabs  are  train- 
ing their  people  in  petroleum 
technology,  so  are  they  training 
them  in  financial  technology.  And 
increasingly  they  are  starting  up 
their  own  financial  institutions. 

One  such  is  the  Sharjah  Group. 
Sharjah  offers  wealthy  Arabs  in- 
stant diversification  of  investment 
by  industry  and  by  area,  provided 
they  can  come  up  with  the  initial 
minimum  stake,  which  is  $2  mil- 
lion. Sharjah  and  two  other  similar 
Kuwaiti  companies  are  designed, 
in  Abu  Su  ud  s  words,  "to  con- 
vince the  private  sector  to  invest 
their  money  through  proper  and  reliable 
channels  rather  than  going  it  alone 
through  individuals. 

The  governor  of  North  Carolina  and  a 
five-man  entourage  recently  stopped  by 
to  visit  Dr.  David  Sambar,  president  of 
Sharjah  Investment  Co.  (U.K.),  Ltd.  and 
the  man  in  charge  of  the  group's  world- 
wide foreign  assets.  "He  was  trying  to 
sell  us  on  the  idea  that  North  Carolina  is 
a  good  type  of  state  to  invest  in,"  says 
Sambar,  "and  if  we  are  interested  in  a 


particular  type  of  company,  to  be  in 
touch  with  him  or  his  secretary  of  com- 
merce and  they  will  assist  us  in  finding 
it.  We  are  delighted  with  the  opportuni- 
ty because  here  we  are  talking  directly 


Coming  Out:  "Before  the  Arab  world  became  a 
capital  exporter,  a  lot  of  highly  sophisticated  Arab 
bankers  were  kept  aside,"  says  Sharjah's  Sambar. 


with  the  people  involved,  instead  of 
third  parties."  Arabs,  understandably, 
are  fed  up  with  dealing  through  middle- 
men, finders  and  assorted  financial 
adventurers. 

Thus  far.  Sharjah  Group  has  invested 
mainly  in  new  ventures  in  the  Mideast — a 
cement  plant  in  Yemen,  a  new  bank  in 
Egypt — but  Sambar  is  trying  to  accom- 
modate the  inv  estment  objectives  of  his 
clients,  ranging  from  blocks  of  shares  in 
industrial  companies  or  banks  to,  inevita- 


bly, real  estate  in  the  U.S.  and  Europe. 

But  specialized  outfits  like  Sharjah, 
and  a  just-formed  Saudi  counterpart 
called  Finarab  Trust,  of  w  hich  Samhar  is 
chairman  as  well,  are  the  smallest  part  of| 
the  new  Arab  entry  into  interna- 
tional financial  markets.  They  arei 
far  outnumbered  by  brand-new 
Arab  banks,  which  range  all  thei 
way  from  one-man  representative 
offices  in  London  to  full-scale  retail 
banking  in  Britain. 

Michael  J.  Connor,  a  veteran  of 
11  years  with  the  British  Bank  of 
the  Middle  East,  heads  a  one-manl 
rep  office  for  the  two-year-old, 
S63-million-assets  Khalij  Bank  of| 
the  United  Arab  Emirates.  He  ex- 
plains why  so  much  Arab  money 
flocks  abroad.  "There  is  virtually 
no  money  market  in  the  UAE.  no 
short-term  outlets  for  funds  and 
only  limited  outlets  for  trade  fi- 
nancing, so  banks  like  us  have  to 
look  outside.  The  commercial 
lending  is  there  to  some  extent — 
three-month  to  one-year  financing 
for  importers  while  their  inven- 
tory is  at  sea — but  what  is  missing 
is  the  call  markets  and  the  short- 
term  things  in  which  the  bank  is 
going  to  keep  its  liquid  assets.  The 
other  thing  that  is  missing  is  the 
longer-term  Eurocurrency  type  of 
loan,  three  to  five  years." 

At  the  moment  Connor  is  pri- 
marily financing  trade,  working  to 
establish  a  correspondence  net- 
work with  other  banks.  The  next 
step  would  be  to  open  a  branch  and  take 
over  some  of  this  correspondence  busi- 
ness internally,  which  would  entail  tak- 
ing wholesale  deposits. 

Because  such  beginning  steps  are 
slow  and  sometimes  painful,  many  Arab 
banks  have  gone  into  joint  ventures 
with  established  U.S.  and  European 
banks.  The  8300-million,  two-and-a- 
half-year-old  Saudi  International  Bank, 
for  example,  is  50%  controlled  by  the 
Saudi  Arabian  monetary  authority,  but 


52 


FORBES,  MAY  15,  1978 


Morgan  Guaranty  has  a  20%  stake  and  a 
management  contract  to  run  the  bank, 
'ive  other  European  banks  and  two  pri- 
ate  Saudi  banks  have  smaller  positions. 
Won't  the  big  U.S.  and  British  money- 
enter  banks  eventually  be  edged  out  of 
jhe  picture  by  banks  like  Saudi  Interna- 
ional  once  Saudi  bankers  gain  sufficient 
xperience?  "You  don't  become  a  banker 
/ho  can  compete  with  the  Citicorps,  the 
Morgans  or  the  Chases  of  the  world  just 
|y  deciding  to  come  to  London  and  cre- 
ate a  bank,"  says  Alfred  Vintor  Jr.,  gen- 
ral  manager  of  Saudi  International  and 
;>rmerly  with  Morgan  Guaranty  in  Latin 
imerica.  "I  think  you're  looking  10  to  20 
ears  down  the  pipe  before  the  Saudis 
nil  be  able  to  say  this  is  a  full-fledged 
audi  bank.  "  As  the  big  petromoney  for- 
unes  now  on  deposit  with  major  U.S. 
,nd  European  banks  are  spent  domesti- 
ally  by  rapidly  developing  Mideast 
.conomies,  it  will  increasingly  be  the 
>ew  Arab  banks  that  will  be  there  to 
atch  that  filtered-down  petromoney. 

The  Bounced  Check 
Ind  The  Bank 
>f  Pigs 

[(Jot  all  of  the  new  Arab  banks 
hat  had  their  names  engraved  in 
urass  in  London  over  the  past  cou- 
ple of  years  are  still  around  to  see 
[hat  those  nameplates  are  pol- 
ished. There  have  been  at  least 
wo  failures:  The  Ajman  Arab 
;5ank  and  the  International  Bank 
k  Trust  Company  of  the  Middle 
East.  In  financially  less  sophisti- 
fated  countries  like  the  United 
;irab  Emirates,  which  still  have  no 
ientral  bank,  it's  a  wonder  there 
aaven't  been  more  bank  failures. 

There  are  no  oil  wells  in  Aj- 
nan,  smallest  and  poorest  of  the 
even  United  Arab  Emirates.  Lit- 
tle of  the  UAE's  vast  petrowealth 
jias  yet  filtered  down  to  the 
,2,000  Ajmanis,  most  of  whom 
till  fish  for  a  living  in  the  Persian 
iulf  So  eyebrows  were  raised 
list  year  when  the  Ajman  govern- 
ment announced  plans  to  build  an 
800-million  town  in  the  desert. 
•Jot  just  eyebrows  were  raised  a 
few  weeks  later  when  the  two- 
ear-old  Ajman  Arab  Bank,  the 
tare's  financial  adviser — which 
laimed  assets  of  $58  million — abruptly 
ollapsed. 

Recent  events,  such  as  the  arrest  of 
»uillermo  Herhandez-Cartaya  in  Miami 
i  iy  the  Federal  Bureau  of  In  vestigation  (for 
ntering  the  U.S.  on  a  false  passport), 
uggest  that  massive  fraud  may  have  been 
Evolved  in  the  Ajman  collapse.  Hernan- 
<  ez-Cartaya,  a  Cuban  who  did  time  in  a 
lavana  jail  for  fighting  on  the  losing  side  of 
he  Bay  of  Pigs  fiasco,  was  until  recently 
hairman  of  WFC  Corp. — a  $90-million- 


assets  Coral  Gables  merchant  bank  that 
owned  40%  of  the  Ajman  Arab  Bank.  (The 
local  Ajman  potentate  owned  another 
40%.)  WFC  Corp. ,  whose  London  branch 
has  already  been  shut  down,  is  reportedly 
being  investigated  by  the  Federal  Bureau 
of  Investigation  and  the  House  Select 
Committee  on  Narcotics  &  Drug  Abuse 
for  possible  criminal  violations  in  a  num- 
ber of  areas. 

The  Ajman  Arab  Bank  was  not  alone. 
The  Janata  Bank  also  had  to  close  its 
doors  for  a  while  in  the  Emirates  last 
year  until  its  parent,  the  Central  Bank  of 
Bangladesh,  was  able  to  bring  it  back  to 
life  with  a  capital  infusion  estimated  at 
$10  million.  The  Janata,  it  seems,  had 
been  borrowing  short-term  money  from 
other  banks  at  substantial  premiums  and 
then  relending  it  long  in  the  booming 
local  real  estate  market — a  widespread 
practice  in  the  area. 

And  then  there  was  the  Windward 
Islands-headquartered  International 
Bank  &  Trust  Co.  of  the  Middle  East, 


Query:  Was  Bert  Lance's  $3.5-million  loan  from 
BCCI  unsecured,  as  alleged?  "We'd  never  make 
loan  that  size  on  that  basis,"  says  BCCI's  Siddiki. 


which  unwisely  bounced  a  check  for 
£4,000  (then  about  $7,000)  that  Fawzi 
Husain  Abdul-Latif,  UAE  ambassador  to 
Zaire,  had  made  out  last  year  to  the 
London  Hilton  jewelers.  This  so  infuriat- 
ed the  ambassador,  a  shareholder  and 
former  director  of  the  bank,  that  he 
sought  to  force  bankruptcy  proceedings 
against  the  bank.  Evidently  the  ambassa- 
dor knew  what  he  was  talking  about.  The 
International  Bank's  London  office  re- 
fused to  let  its  books  be  audited  and 


quietly    folded    its    tent    in  October. 

The  Emirates  are  the  wildest  frontier 
in  banking.  A  seasoned  banker,  familial 
with  the  area,  describes  the  situation:  "If 
you  lend  out,  say,  $1  million  to  a  devel- 
oper, you  can  borrow  it  back  from  the 
Currency  Board  at  a  fixed  rate  of  interest 
usually  far  lower  than  what  you  lent  it 
out  for.  Of  course,  the  Currency  Board 
gives  no  guarantee  your  loan  will  be 
repaid. 

There  is  plenty  of  simple  theft.  With 
easy  money,  minimal  controls  and  one 
bank  branch  for  every  2,000  people, 
would-be  borrowers  aren  t  asked  many 
questions.  "People  borrowed  heavily 
and  overnight  just  locked  their  doors  and 
left,"  says  the  foreign  banker.  "There 
were  lots  of  business  people  like  this  in 
the  community  and  overzealous  banks 
got  their  hands  burned  badly. 

But  as  heists  go,  the  Ajman  Arab  Bank 
may  easily  outclass  them  all.  Last  July 
the  police  of  Ajman  told  Hernandez-Car- 
taya  they  wanted  to  question  him  about 
$35  million  that  had  apparently 
been  stolen  from  the  Ajman  Arab 
Bank,  and  took  his  passport  away 
to  be  sure  he  stuck  around.  To 
cover  any  liability,  Hernandez- 
Cartaya  coughed  up  a  $15-million 
letter  of  credit  on  a  Panamanian 
bank  he  controls.  He  slipped  out 
of  Ajman  and  turned  up  in  Miami. 
The  Panamanian  bank  was  in  re- 
ceivership and  the  letter  of  credit 
possibly  worthless. 

Bert  Lance's 
Mideast 
Connection 

Unquestionably  the  most  suc- 
cessful newcomer  to  Arab  banking 
in  London,  from  all  outward  ap- 
pearances, is  the  controversial 
Bank  of  Credit  &  Commerce  In- 
ternational— the  bank  that  several 
weeks  ago  made  a  $3.5-million 
loan  to  Bert  Lance,  while  Lance 
was  reportedly  trying  to  take  over 
Financial  General  Bankshares  in 
the  U.S.  on  behalf  of  BCCI. 

Time  was  when  $3.5  million 
would  have  been  big  money  for 
a        the  BCCI.  But  no  longer.  Since 
starting  up  in  Abu  Dhabi  in  1972, 

  BCCI  has  grown  at  an  astounding 

pace.  According  to  the  1977  annu- 
al report  for  the  Luxembourg-based 
bank,  assets  have  shot  up  from  $20  mil- 
lion in  1973  to  $2.2  billion  in  1977,  cap- 
ital from  $5.2  million  to  $113  million  and 
pretax  profits  from  $335,000  to  nearly 
$26  million.  Today  there  are  146  BCCI 
branches  in  32  countries — 45  in  Britain 
alone,  which  makes  BCCI  the  largest 
foreign  bank  in  Britain  in  number  of 
branches. 

That  may  seem  like  unmanageable 
growth  for  rank  beginners  in  banking  but 
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B(  CI  s  management  arc  hardly  rank  l>c- 
ginncrs..  Says  Ameer  Siddiki.  a  close 
lieutenant  ol  President  Abu  Hasan  Abetli 
(there  are  no  formal  titles  other  than 
president  in  BCCR.  "Eleven  ol  our  s<-- 
nior  executives  were  chiei  executives  ol 
various  hanks  around  the  world.  We 
have  two  governors  of  central  hanks,  and 
one  man  who  was  a  director  of  the  World 
Bank  as  well  as  chairman  of  an  invest- 
ment company — he  heads  our  merchant 
hanking  operation. 

BCCI's  top  management  is  the  (nam 
of  Pakistani  banking  who  left  their  own 
country  because,  among  other  reasons, 
hanks  were  nationalized  in  1974.  "Mr. 
Ahedi  had  started  a  hank  in  Pakistan. 
Siddiki  noes  on.  "It  was  called  the  L'nit- 
cd  Bank.  Ltd.  and  over  13  years  it  be- 
came the  third  largest  bank  in  the  coun- 
try. I  was  with  the  largest  bank  in  the 
country:  Habib  Bank,  a  $2.5-billion  bank 
with  2  (XKi  branches.  After  30  years'  ex- 
perience I  was  number  two  in  the  bank 
and  in  January  last  year  I  was  offered  the 
chief  executive  s  title.  I  refused  because 
of  nationalization.  I  came  here. 

"People  say.  How  docs  this  happen.'' 
A  hank  that  was  just  not  there  four  or  five 
years  ago  has  become  a  S2.2-billion  hank 
with  offices  in  32  countries.  There  must 
be  something  wrong.  This  hasn  t  hap- 
pened In-fore.  How  the  hell  do  the)  have 
45  branches  in  Britain?'  Well,  in  1974-75 
Habib  Bank  opened  375  branches  in  a 
year!  W  hat  is  45?  To  me  personally,  45 
looks  ridiculous.  Last  year  we  opened 
just  seven  branches  here,  which  is  not 
much  compared  to  a  total  network  of 
11.000  branch  hanks  in  the  I'.K.  W  hat  is 
seven?  It  is  nothing. 

"We  are  attuned  to  the  Arab  wax  ol 
working.  Saddiki  says.  "Arabs  want  per- 
sonal service,  Asian  courtesy  at  its  ze- 
nith So  you  visit  them  at  home  on  occa- 
sion— send  them  little  gifts.  They 
couldn  t  care  less  about  the  gilts;  it  s  the 


thought  With  all  due  respect  to  the 
British  Bank  of  the  Middle  Fast  or  Char- 
tered Bank,  the-y  are  practicing  the  En- 
glish type  of  banking.  Their  theory  is. 
"The  customer  should  come  to  us.  The 
theory  here  is.  "Why  should  the  custom- 
er come  to  usJ  We  should  go  to  the 
cus'toincr. 

This  aggressive  approach  to  hanking 
has  not  endeared  BC'CI  to  its  British 
hanking  competitors,  who  charge  the 
newcomer  with  regularly  trying  to  steal 
sonic  of  their  biggest  customers  away 
(evidently  with  some  success)  with  offers 
of  cheaper  interest  rates.  Siddiki  does 
not  dem  this.  "A  new  bank  has  to  make 


".  .  .  'Mr.  Abedi  is  not  apolo- 
getic that  he  has  this  rela- 
tionship with  Bert  Lance'  .  . 


its  presence  felt,    he  says. 

How  can  BCCI  show  fast-growing 
earnings,  finance  lavishly  decorated 
headquarters  and  new  branches,  a  costly 
computerized  control  system,  training 
schools  lor  personnel,  highly  personal- 
ized service  and  at  the  same  time  charge 
less  for  loans?  "Compensating  business. 
Siddiki  replies.  "If  you  re  an  importer  or 
an  exporter,  we  want  to  handle  your 
currency  exchange,  we  get  a  commission 
on  letters  of  credit  or  on  debt  collection. 
It  s  possible  that  one-  bank  might  charge 
a  customer  10</r  and  we  might  offer  9'^% 
because  what  we  insist  on  is  that  com- 
pensating business. 

The  rapidity  with  which  BC'CI  has 
built  up  its  loan  portfolio,  however,  has 
caused  doubts  about  its  quality  and 
therefore  considerable  speculation  about 
who  really  owns  the-  bank.  When  the 
Bank  of  America  declined  to  participate- 
in  a  recent  rights  offering,  its  stake  in 


BCC1  was  reduced  from  30%  to  24%. 

The  BolA  issued  a  statement  at  the  end 
of  January  that  "one  of  the  other  major 
BCCI  shareholders  was  buying  them 
out  "over  the-  next  2'/i  years  because 
BCCI  is  now  a  fully  fledged  global 
bank  and  the  BolA  "is  c  urrently  increas- 
ing its  direct  presence  in  the  Middle 
Kast.  The-  two  other  major  BCCI  share- 
holders are  a  foundation — International 
Credit  6c  Investment  Co.  Ltd.  (Oven 
seas) — that  is  effectively  owned  by  all  the 
employees  ol  BCCI  and  holds  a  45% 
stake-  in  the-  bank,  and  a  gaggle  of  Mid- 
east backers,  no  one  of  w  hom  holds  more 
than  5%.  While-  Siddiki  declines  to  re-' 
veal  the-  purchaser  of  the  BolA  stake,  the 
betting  is  that  it  will  turn  out  to  be  the 
ICIC  foundation.  So.  who  controls 
BCCI'  The  be  st  gue  ss  is  that  Abedi  and 
Siddiki.  the  Pakistanis,  do.  As  Siddiki 
explains  the  setup.  35%  of  the  founda- 
tion s  income-  will  go  to  the  staff — which 
means,  of  course,  that  a  big  piece  of  that 
will  go  to  him  and  to  Abedi. 

What  has  Bert  Lance  got  to  do  with  aO 
this?  It  seems  that  Abedi  met  Lance 
while-  ne-gotiating  to  buy  from  him  eon-: 
trol  of  the  National  Bank  of  Georgia  on 
behalf  of  Saudi  tycoon  Ghaith  Pharaon. 1 
(Abedi  is  financial  adviser  to  the  fabu- 
lously rich  Pharaon.1  From  those  negoti- 
ations, a  further  relationship  de  ve  loped 
and  BCC1  lent  Lance  S3  5  million.  Was, 
it  lent  to  buy  eventual  control  of  Finan- 
cial General  on  be-half  of  BCCI:'  Siddiki 
doesn  t  answer  the  question  directly: 
"Under  L'.S.  law  we  can  t  buy  a  bank 
there  because  of  Bank  of  America's  par- 
ticipation in  us.  That  participation  wiDi 
continue  until  19H0.  He  adds:  "W'e 
don  t  want  to  go  into  the  L'.S.  by  the 
back  door  Did  publicity  over  the  loan' 
upset  BCCI  boss  Abe  di'  "Mr.  Abedi  is 
not  apologetic  that  he-  has  this  relation- 
ship with  Bert  Lance,"  Siddiki  replies. 

He-  has  no  regrets  whateve  r.  ■ 


Foresight  &  Aftermath 

Sure,  the  coal  strike  is  over,  but  the  problems  of  the  utility  industry 
are  getting  worse,  not  better.  Listen  to  AEP's  Pete  White. 


The  LKiomsmkrs  to  the-  contrary,  the 
110-day  coal  strike-  didn  t  bring  the  U.S. 
economy  to  its  knees  this  past  winter. 
There-  were  no  power  failures,  no  black- 
outs, no  catastrophes,  economic  or  oth- 
erwise, and  very  little  inconvenience  to 
anyone-,  save  maybe  the  coal  industry 
itself,  its  workers  and  its  suppliers.  First- 
cpiarter  gross  national  product  dipped 
slightly  but  the-  heav  y  snowdrifts  were  as 
much  to  blame-  as  the  strike-.  Strike-relat- 
ed unemployment — which  at  one  point 
Administration    officials   were  warning 


could  hit  3.5  million — c-ame-  to  a  mere 
25.500. 

Be-fore-  patting  ourselves  on  the  back, 
howe  ve  r,  listen  to  W  illis  S.  >Pe-te  W  hite- 
Jr..  chairman  of  American  Electric  Pow- 
er, the  U.S.  second  large-st  stockholder- 
owned  producer  of  power  iafte-r  the 
Southern  Co.):  Far  from  being  over,  the 
power  crisis  is  still  simmering,  he  says. 
That  it  was  not  worse-  during  the-  coal 
strike-,  he  say  s,  had  nothing  to  do  with 
restraint  by  the-  public  or  planning  by  the 
government.  It  was  industry  that  actual- 


ly pulled  the  public  through. 

"During  those  wildcat  strikes  last  sum- 
mer. 'Pete  White  says,  "it  seemed  fairly 
clear  there  was  going  to  be  a  strike  when 
the-  contract  e  xpired  in  December.  We 
recognized  it  could  go  on  for  some  time. 
And  so.  as  soon  as  those  wildcat  strikers 
were  over,  we  began  to  build  up  our  coal 
pile."  AEP  normally  carries  a  60-to-90- 
day  supply  at  its  13  coal-fired  generating 
plants,  but  by  the-  time  the  strike  began 
on  Dec.  6.  it  had  built  up  a  105-day 
supply .  ne  arly  twice  what  it  had  in  Feb- 
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iuarv — over  10  mi  lion  tons  altogether 
jvith  a  market  value  ol  close  to  $300 
million.  "Coal  piles.''  W  hite  says  calmly, 
'  get  to  be  very  expensive.  " 
j  Late  last  summer  AEP  also  filed,  with 
he  seven  commissions  that  regulate  it, 
IJans  detailing  what  should  he  done  as 
Its  coal  supplies  began  to  dwindle.  In 
nost  of  these  states  these  plans,  modi- 
ied  and  revised,  established  the  prote- 
inics the  utility  industry  was  required  to 
>llow.  W  hen  coal  supplies  dropped  to 
todays,  for  example,  the  plans  provided 
hat  utility  plants  would  go  ofl  economic 
lispatch — that  is,  you  no  longer  pro- 
mced  power  first  from  your  most  effi- 
ient  plants,  you  produced  it  first  from 
hose  with  the  most  coal.  When  supplies 
bopped  to  40  days  you  asked  for  volun- 

I  urv  conservation.  At  30  days,  you  began 
<sking  for  mandatory  cutbacks  in  con- 
umption.  And  so  on.  And  so  on. 

AEP  itsell  managed  to  live  pretty 
huch  oil  its  own  resources  lor  the  dura- 
ion  of  the  strike.  It  bought  a  small 
mount  of  power  from  Canada,  began 
[timing  oil  at  the  lew  locations  where 
liis  was  possible,  and  recovered  a  siz- 
ble  block  of  power  for  its  own  use  when 
he  Department  of  Energy  decided  to 
educe  load  at  its  gaseous  diffusion  plant 
t  Portsmouth,  Ohio 

"We  didn't  have  the  problem  some 
Itilities  had  ol  having  to  buy  large 
mounts  of  high-cost  energy.  White 
oes  on.  "Mostly  we  wheeled  power  to 
thers.  and  we  wheeled  an  awful  lot  of 
tjergy.  We  built  our  system  to  contend 
tith  these  kinds  of  problems."  AEP  has 
ie  strongest  transmission  system  in  the 
P.  S.  — 1.300  miles  of  765-kilovolt  trans- 
lission  line,  with  interconnections  with 
3  other  utilities  at  09  points. 

Throughout  the  strike,  AEP's  lifeline 
.as  the  extensive  coal  transportation  sys- 
:jrn  it  set  up  four  years  ago.  With  pro- 
tection last  year  of  over  9  million  tons, 
LjSP  is  a  major  coal  operator  in  its  own 
ight,  producing  under  normal  circum- 
tances  2r>'/(  of  its  own  coal  needs.  But  all 
s  mines  were  shut  down,  and  what  new 
oal  supplies  AEP  acquired  came  in  by 
ail  from  Wyoming  to  Metropolis,  111.  for 
transshipment  bv  barge  to  AEP  plants 
|ong  the  Ohio  River.  In  three  months, 
ie  Burlington  Northern  ran  two  unit 
ains  a  da)  bringing  in  1.5  million  tons 
[together,  and,  what  is  more  remark- 
ble,  doing  so  only  1>\  da)  light  lor  fear  of 
ttacks  bv  union  thugs.  The  thugs  were  a 
?al  threat.  Earl)  in  the  strike  200  to  300 
trikers  seized  AEP  s  terminal  at  Rock- 
ort,  Ind  and  occupied  it  until  law  cn- 
>rcement  officers  finally  evicted  them  a 
eek  later. 

On  Feb.  24,  AEP's  coal  supplies 
topped  below  the  40 -dav  level,  and  in 
ndiana  the  regulatory  commission  im- 
osed  mandator)   conservation,  cutting 

II  industrial  customers  by  25%  of  their 
ormal    supplies.    Educational  institu- 


tions were  cut  in  half,  and  residential 
customers  were  asked  to  cut  back  con- 
sumption bv  15%.  But  AEP  never  did 
run  out  of  power.  Bv  the  time  the  strike 
ended,  its  coal  supplies  had  risen  from 
38  to  40  davs.  as  more  and  more  non- 
union coal  became  available,  in  some 
cases  under  police  escort. 

Overall.  Pete  White  can't  sc.'  th.it  the 
strike  accomplished  much  that  was  con- 
structive, either  lor  labor  or  lor  the  oper- 
ators. Nonunion  coal  now  looks  more 
attractive  than  ever — except  perhaps  in 
the  East,  where  the  strikers  succeeded 
in  closing  a  number  ol  nonunion  mines. 
White  now  expec  ts  a  year  or  two  of 
stability  in  the  coal  industry.  But  he 
doesn  t  expect  any  appreciable  gain  in 
productivity,  any  improvement  in  union 
discipline,  any  reduction  in  the  absen- 
teeism that  has  plagued  the  industry.  He 
hopes  that  industry  and  union  alike  have 


learned  the  need  to  work  out  their  an- 
cient grudges  and  grievances.  "The  bad 
feeling  didn  t  just  develop  overnight, 
says  White.  "It  has  roots  in  the  19th 
century.  The  industry  s  got  to  do  more  to 
improve  its  relationship  with  people." 

With  wages  slated  to  go  up  35$  to 
40%  over  a  three-year  period,  the  cost  ol 
producing  coal  will  inevitably  go  up  with 
them — by  SI  a  ton  to  start  with.  White 
figures,  $2  or  more  a  ton  altogether- 
and  it  s  inevitable  that,  with  fuel  costs 
now  accounting  lor  50%  ol  the  cost  ol 
electric  power,  utility  rates  are  going  to 
have  to  go  up  along  with  them — auto- 
matically under  fuel  adjustment  clauses 
or  through  general  rate  increases.  "Ulti- 
mately, says  White,  "you  have  to  recov- 
er these  costs.  There  s  no  place  else  you 
can  get  the  money. 

In  the  circumstances,  the  chances  are 


that  the  strike  is  not  going  to  do  all  that 
much  damage  to  AEP's  earnings,  which 
came  to  $237  million  last  year  on  some 
$2-billion  sales.  "Our  net  would  have 
been  better  without  the  strike.  White 
allows.  It  s  going  to  have  an  effec  t,  but 
it  will  be  felt  throughout  the  year,  not 
just  in  the  first  quarter.  We  do  feel  we 
should  have  a  good  year  in  terms  of 
overall  sales. 

"The  amazing  thing  is  how  quickly  the 
American  people  forget,  White  says. 
"We  went  through  the  oil  embargo,  we 
went  through  the  shortage  ol  natural  gas 
two  winters  ago,  and  we  vc  had  this  coal 
strike.  People  think  everything's  back  to 
normal  now  ,  and  they've  already  forgot- 
ten all  about  it."  Yet  if  the  strike  had 
gone  on  even  for  another  month,  he  s.i\  s 
flatly,  the  U.S.  could  have  been  brought 
close  to  disaster. 

Even   without    the   strike.    White  is 


plenty  worried.  Because  ol  bureaucratic 
red  tape,  the  utility  industry  is  no  longer 
able  to  expand  its  capacitv  in  line  with 
the  prospective  increase  in  demand. 
"What  we're  deciding  right  now.  White 
sa\s  "determines  what  kind  ol  power 
supply  we  ll  have  in  1985  and  1990.  It's 
entirely  possible  that  by  the  late  Seven- 
ties you  re  going  to  see  power  supplies 
getting  very  tight,  and  I  don't  think 
there's  any  question  there  will  be  power 
shortages  in  man)  parts  of  the  U.S.  in 
the  Eighties — if  the  economy  grows. 
When  that  happens  and  we  don't  have 
the  facilities  to  supply  the  demand,  then 
the  time  for  recovery  isn't  a  question  ol 
when  the  strike  ends;  it'll  take  five  to  ten 
years  to  get  new  plant  on  line.  The 
power  crisis  has  disappeared  from  the 
TV  news.  White  is  saying,  but  it  will  be 
back.  With  a  vengeance.  And  to  stay.  ■ 


Standstill:  Hard  hit  by  the-  coal  strike  were  railroads  like  the  Chesapeake  &  Ohio  and 
the  Norlolk  &  Western,  whose  car  fleets  were  idled  for  months. 
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I~heir  Grasp 
Exceeds  Their  Reach 

tate  tax  collectors  are  battling  an  Anglo-American 

reaty  that  would  cut  their  tax  claims 

gainst  foreign  corporations  within  their  borders. 


he  debate  in  the  Senate  over  the 
Inglo-Ameriean  tax  treaty  has  focused 
t  a  hasie  issue  that  goes  far  beyond  the 
rovisions  of  the  treaty,  namely  how  far 
ly  particular  state  can  reach  to  tax  the 
icome  of  foreign  corporations  operating 
ithin  its  borders. 

The  states,  the  Administration  and  for- 
gn  businesses  and  governments  are  ob- 
ously  interested  in  the  outcome  of  the 
)te.  But  so  too  are  domestic  corpora- 
ons;  they  see  the  treaty  as  a  precedent 
tat  could  affect  their  tax  relationships 
3t  only  with  foreign  governments  but 
so  with  the  states  where  they  do  busi- 
°ss — and  pay  taxes. 

For  a  tax  treaty,  the  immediate  issues 
"e  relatively  simple:  The  U.K.  will  re- 
ind  to  U.S.  investors  in  British  compa- 
ies  some  $375  million  in  taxes  paid  on 
ividends,  and  they'll  get  tax  credits 
ijual  to  another  $85  million  annually.  In 
>turn,  U.S.  state  tax  collectors  will  be 
evented  from  reaching  as  far  as  some 
ive  in  attempting  to  collect  taxes  from 
ritish  subsidiaries  with  installations  in 
eir  jurisdictions. 

In  1973  Britain  changed  its  tax  laws  to 
iminate  some  of  the  double  taxation  of 
)rporate  profits  paid  out  as  dividends  to 
ritish  shareholders,  but  foreign  holders 

British  stocks  weren't  given  any  tax 
"edits.  A  couple  of  years  later,  however, 
ic  treaty  was  negotiated  to  give  a  partial 
■edit  to  American  investors,  including 
>rporations.  The  $375  million  would  be 
retroactive  refund  of  taxes  that  these 
meriean  investors  have,  in  effect,  al- 
•ady  paid  to  the  Crown,  and  the  $85 
illion  constitutes  the  credits  they  will 
;ceive  on  future  dividends.  There's  cer- 
inly  no  opposition  in  this  country  to 
lese  refunds  and  credits. 

The  major  controversy  in  this  country 
es  in  a  provision  of  the  treaty  designat- 
J  article  9  (4),  the  limit  on  the  reach  of 
ate  tax  collectors.  This  is  a  key  provi- 
on  because  its  effect,  opponents  argue, 
ill  be  to  cut  state  tax  revenues  by 
tanging  the  method  that  some  of  these 
ates  use  to  assess  taxes  on  foreign  com- 
anies,  especially  foreign  banks  in  Cali- 


fornia and  maybe  British  Petroleum  in 
Alaska.  California  claims  the  treaty  will 
cost  the  state  about  $20  million  a  year, 
and  Alaska  says  it  will  lose  about  $10 
million  a  year. 

National  and  international  corpora- 
tions, quite  naturally,  use  every  avail- 
able means  to  reduce  their  tax  burden. 
They  arrange  intracompany  charges,  in- 
ventory valuations  and  other  variable 
elements  in  ways  that  boost  income  in 
low-tax  jurisdictions  and  increase  operat- 
ing costs  in  high-tax  areas.  State  govern- 
ments, seeking  to  extract  the  maximum 
amount,  have  attempted  to  apply  what 
they  call  the  "unitary  method"  to  their 
assessments  on  out-of-state  and  foreign 
companies. 

It  works  something  like  this:  The  state 
attempts  to  define  the  total  business  en- 
tity that  the  company's  in-state  oper- 
ations are  a  part  of.  It  computes  that 
hypothetical  entity's  total  income  and 
then  calculates  the  share  of  the  total  that 
should  have  been  earned  within  the 
state.  That  share  is  based  on  the  ratio  of 
sales,  payroll  and  property  values  within 
the  state  to  the  total  sales,  payroll  and 
property  values  of  the  unitary  entity. 
That  income  share  is  then  taxed  as  if  it 
had  been  the  company's  taxable  income 
within  the  state. 

Lately,  California,  Oregon  and  Alaska 
have  extended  the  definition  of  the  tax- 
able unitary  business  entity  to  include 
some  affiliates  of  foreign  companies  that 
do  no  business  in  the  states  themselves 
but  are  related  to  subsidiaries  that  do.  In 
the  case  of  British  Petroleum's  Alaskan 
operations,  that  might  possibly  include 
Standard  Oil  of  Ohio,  in  which  BP  has 
about  a  40%  ownership  share. 

California,  for  one,  is  about  to  make 
claims  for  millions  of  dollars  it  contends 
are  owed  it  by  British  companies  under 
this  extension  of  the  unitary  method  of 
tax  computing. 

Article  9  (4)  of  the  tax  treaty  would  in 
most  cases  prohibit  such  applications  of 
the  unitary  method  to  British  companies' 
taxes.  The  Carter  Administration  initial- 
ly had  proposed  legislation  that  would 


Critic  Church:  Leading  the  fight  against 
limits  on  state  taxing  powers,  but  how 
will  he  vote  if  he  loses? 


have  given  all  foreign-owned  companies 
this  same  protection.  That  proposal  has 
been  dropped  for  now.  But  it  is  likely  to 
surface  again  at  some  point,  if  state  tax- 
ing methods  seem  to  be  inhibiting  for- 
eign companies  seeking  to  acquire  or  set 
up  new  companies  here.  After  all,  jobs 
are  at  stake.  And  so  are  the  rights  of 
American  companies  operating  across 
state  lines  and  overseas. 

The  chairman  of  the  California  Fran- 
chise Tax  Board,  Kenneth  Cory,  has  ful- 
minated over  the  treaty  provision  as 
"playing  poker  with  another  person's 
chips.''  But  the  Treasury  Department  s 
international  tax  counsel,  H.  David  Ro- 
senbloom,  answers,  "Some  of  those 
chips  may  not  be  rightfully  theirs  in  a 
constitutional  sense."  And  Governor  Jer- 
ry Brown,  who  originally  opposed  article 
9  (4),  changed  his  position  after  a  trip  to 
Japan.  He  discovered  that  the  unitary 
taxing  system  was  discouraging  further 
entries  into  the  U.S.  Neither  of  Califor- 
nia's senators  is  opposed  to  the  treaty 
limitation,  though  those  from  Oregon 
and  Alaska  are.  At  a  recent  meeting  of 
the  National  Governors  Conference,  a 
resolution  against  the  limitation  didn't 
even  make  it  to  the  floor,  which  prob- 
ably says  something  about  the  desire  of 
other  states  to  bring  in  more  foreign 
investments.  Even  Idaho's  Frank 
Church,  the  Senate's  chief  opponent  of 
article  9  (4),  has  not  decided  whether  he 
will  oppose  the  entire  treaty  if  the  limi- 
tation stays  in. 

The  remarkable  American  system  of 
50  sovereign  states  united  in  one  sover- 
eign nation  must  surely  be  enormously 
confusing  to  businesses  used  to  operat- 
ing in  the  centrally  governed  countries  of 
most  of  the  world.  The  commendable 
purpose  of  the  tax  treaty  is  to  make  sure 
that  this  confusion  doesn't  cost  jobs  or 
interfere  with  a  free  flow  of  investment 
and  trade.  ■ 
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Businessman  McDermott 

He  argued  tor   proper  perspective" 


Reverend  Benavides 

No  more  "cheap  labor  town" 


A  Story  For  Our  Times 

San  Antonio  has  just  had  a  bad  dose  of 
media  politics  when  what  it  needs  most  is 
the  medicine  of  industrial  development. 


Councilman  Cisneros 

He'd  "talk  to  anyone,  go  anywhere" 


By  JAMES  FLANICAN 

Robert  F.  McDermott.  founder  and 
chairman  of  San  Antonio  s  Economic  De- 
velopment Foundation — a  private  busi- 
ness group  organized  in  1974  to  attract 
industry — and  Ralph  Thomas.  EDF's 
president,  suspected  nothing  as  they 
went  to  a  meeting  at  Immaculate  Heart 
of  Man  Catholic  Church  last  Oct.  26. 
They  were  going  to  meet  the  leadership 
of  Communities  Organized  for  Public 
Service  (COPS),  a  Mexican-American 
citizens  group  which  since  1974  had  won 
battle  after  battle  with  San  Antonio's  city 
government  for  better  drainage  and 
paved  streets  in  the  Mexican-American 
neighborhoods  that  make  up  the  city's 
south  and  west  sides. 

McDermott  and  Thomas  thought 
nothing  strange  when  they  saw  buses  at 
the  church  unloading  people  wearing 
bright  red.  white  and  blue  COPS  but- 
tons, but  they  were  surprised  to  see  a 
phalanx  of  television  cameras  and  report- 
ers. A  television  reporter  asked  Thomas 
who  the  EDF  businessmen  were  going 
to  talk  to  and  Thomas  said  he  thought  it 
would  be  one  or  two  COPS  leaders.  "It  11 
be  a  lot  more  than  that,  responded  the 
reporter  knowingly. 

Inside  the  church  hall  McDermott  and 
Thomas  found  themselves  seated  before 
some  300  people  and  introduced  by  Mrs. 
Beatrice  Gallego.  president  of  COPS, 
who  said  they  were  there  to  answer 
questions.  Reverend  Albert  Benavides. 
COPS  vice  president,  then  read  from  a 
report  EDF  had  commissioned  on  San 
Antonio  s  attractions  for  industry,  promi- 
nent among  which  was  a  large  supply  of 
low-cost  labor. 

Benavides  did  not  see  this  attraction 
the  way  any  businessman  would.  He  ac- 
cused McDermott.  Thomas  and  the 
EDF  of  trying  to  attract  only  low-paying 
industry  to  San  Antonio  and  of  rejecting 
higher-paying  industry.  "You  say  to  in- 
dustry, 'Come  to  San  Antonio  because 
we  have  a  lot  of  cheap  labor  and  you  can 
make  a  greater  profit.  "  declaimed  the 
priest  vehemently.  "Well,  we  are  not 
going  to  be  referred  to  as  a  cheap-labor 
town  any  more. 

At  that  the  audience  began  to  shout  up 
to  the  speakers  table.  There  was  a  strug- 
gle for  control  of  the  microphone  as 
McDermott  tried  to  respond,  and  his 
protests  that  things  were  not  being  taken 
in  "the  proper  perspective  got  lost  in 
the  clamor.  The  result — the  intended 


result — was  confrontation,  not  commu 
nication.  The  meeting  ended  with  COP! 
giving  EDF  a  demand  that  any  industr 
attracted  to  San  Antonio  be  prepared  td 
pay  all  employees  at  least  S15.000  a  yean 
The  priest  and  his  allies  did  not  suggea 
where  these  golden  jobs  were  going  to 
come  from.  Nor  did  they  face  the  faci 
that  one  main  reason  industry  is  moving 
to  Texas  from  the  Midwest  is  wage  scale! 
that  are  lower  by  17^  on  average  and  by 
up  to  32fr  in  San  Antonio  They  avoidecj 
mention  that  San  Antonio's  labor  force  i 
mostly  unskilled.  And  they  completely 
ignored  the  fact  that  San  Antonio  alreacf 
had  an  unemployment  rate  of  ~'\ — sky- 
high  for  Texas — and  can  scarcely  turn  up 
its  nose  at  lower-paying  jobs. 

What  about  the  5,000  jobs  that  EDF] 
had  brought  to  San  Antonio  at  the  plants 
of  Levi  Strauss  and  Baker  Oil  Tools  and 
other  big  employ  ers?  Serfdom!  Peonage 
The  COPS  speakers  treated  these  jobs 
which  pay  from  minimum  wage  to  S4.8D 
an  hour  as  though  they  were  a  calculated 
racial  insult. 

McDermott.  a  retired  general  whose 
full-time  job  is  heading  United  Services 
Automobile  Association — the  insurance 
company  for  military  officers  (ForbesJ 
Nov.  15,  7977) — was  taken  by  surprise] 
He  left  the  meeting  determined  only  to 
avoid  such  an  ambush  in  the  future. 

In  the  ensuing  months,  communion 
tion  got  worse  between  San  Antonio's 
business  leadership,  represented  by 
EDF.  and  its  Mexican-American  conw 
munity — at  least  527c  of  the  city  s  popiw 
lation.  In  November,  when  there  was  a 
preliminary  announcement  that  Milwauj 
kee's  75-year-old  Allen-Bradley  Co. 
S300-million-plus  sales  privately  held 
maker  of  electrical  controls,  w  as  consid- 
ering San  Antonio  for  an  assembly  plantj 
Gallego  went  on  telev  ision  to  denounce 
the  move  as  another  example  of  EDF 
bringing  in  low-wage  industry. 

So  EDF  didn't  bring  it  in.  Allen-Brad- 
ley canceled  out  and  went  instead  to 
Greensboro.  N.C..  citing  for  public  con- 
sumption the  lack  of  a  suitable  tempo- 
rary plant  facility .  but  calling  the  COPS 
protest  and  demands  "a  factor  in  the 
decision  process."  The  facts  indicate  a 
strong  factor.  EDF  states  flatlv  that 
COPS  frightened  off  Allen-Bradley. 

EDF  and  the  Texas  Industrial  Com- 
mission, a  state  government  body,  say 
two  other  companies,  one  in  electronics 
and  the  other  in  hospital  supply  ,  have, 
also  recoiled  from  San  Antonio    It  wasi 
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not  only  COPS  that  was  frightening 
them  but  also  COPS'  principal  backer, 
jthe  Catholic  Church. 

The  U.S.  Catholic  bishops  gave  COPS 
$65,000  of  startup  funds  in  1974,  and 
COPS'  basic  organization  is  a  grouping  oi 
chapters  in  the  city's  Roman  Catholic 
parishes.  Through  Sunday  collections 
and  fund-raising  events,  the  parishes 
raise-  for  COPS  its  $97,000  annual  oper- 
ating budget  that  goes  to  pay  staff,  two  of 
whom  are  organizers  from  Chicago's  In- 
dustrial Areas  Foundation,  the  organiza- 
tion (bunded  by  the  late  activist  Saul 
Alinsky. 

This,  obviously,  is  strong  stuff.  It  is 
also  rather  senseless.  San  Antonio  needs 
economic  activity  in  the  worst  way.  Tex- 
as has  been  moving  beyond  oil  and  cat- 
tle, and  today  manufacturing  employs 
over  18%  of  its  people;  but  in  San  Anto- 
nio only  12.4%  are  employed  in  manu- 
facturing. Nor  does  it  have  oil  or  cattle. 
What  it  has  is  the  military — three  Air 
Force  bases  and  an  Army  camp  give  San 
Antonio  25%  of  its  income,  within  a  gov- 
ernment sector  that  generates  fully  43% 
of  the  city's  $4-billion  income.  However, 
the  military  is  not  a  growth  industry.  Just 
the  opposite.  Kelly  Air  Force  Base  ser- 
vices B-52  bombers.  But  there  is  no 
bomber  force  to  follow  the  B-52,  and  the 
prospect  is  for  long  years  of  steadily  di- 
minishing activity  in  that  sector. 

Tourism  is  the  only  thing  growing  in 
San  Antonio,  with  one  hotel  going  up 
currently  and  three  others  scheduled  to 
start  construction.  But  tourism — attract- 
ed by  the  Alamo  and,  ironically,  the 
ambience  of  San  Antonio  s  Latin  cul- 
ture— is  not  the  generator  of  other  busi- 
ness that  manufacturing  industry  is,  nor 
will  it  hold  attractive  opportunities  for 
the  sons  and  daughters  of  the  Mexican- 
American  community  who,  if  they  go  to 
college,  will  move  on  to  Houston  or  Dal- 
las or  beyond. 

"This  is  a  town  hungry  for  industry," 
says  City  Councilman  Henry  Cisneros,  a 
Mexican-American  politician  reckoned 
to  be  San  Antonio's  next  mayor.  He  has 
introduced  a  resolution  putting  the  city's 
government  on  record  as  welcoming  and 
promising  incentives  to  business  and 
committing  all  of  San  Antonio's  political 
or  economic  leaders  to  "talk  to  anyone, 
go  anywhere,  discuss  anything  that  will 
bring  jobs  to  San  Antonio." 

"Our  city  needs  to  promote  better 
jobs,  more  numerous  jobs,"  says  Arch- 
bishop Francis  J.  Furey,  head  of  the 
32,000-square-mile  Roman  Catholic 
archdiocese  of  San  Antonio. 

Given  such  realism,  how  did  San  An- 
tonio get  itself  into  such  a  pickle?  Suspi- 
cions left  over  from  the  past  is  one  expla- 
nation. It  is  part  of  the  folklore  of  San 
Antonio  that  Henry  Ford  came  to  town 
in  the  late  1930s  to  sound  out  the  locals 
about  an  automobile  assembly  plant  but 
was  shooed  away  by  the  economic  estab- 


Archbishop  Furey 

Better  jobs,  not  just  more  jobs 


Activist  Gallego 

Asking  the  questions,  not  answering 


lishment.  which  feared  that  with  Ford 
would  come  labor  unions  and  the  end  of 
comfortable  use  of  cheap  Mexican  labor. 
Whatever  the  truth  of  this,  the  fact  is 
that  San  Antonio  was  sleepy — comfort- 
ably so  for  the  elite. 

The  town's  banks  used  to  be  notori- 
ously conservative.  The  Frito  corn  chip 
was  developed  in  San  Antonio,  but  local 
bankers  refused  to  lend  the  developer 
the  money  for  expansion.  So  Frito-Lay  is 
in  Dallas. 

Businessmen  themselves  speak  openly 
of  lethargy  among  the  local  gentry.  "If 
we  had  new  businesses  coming  in — a 
Westinghouse  plant,  some  real  indus- 
try— then  the  executives  of  that  industry 
would  take  the  economic  leadership  and 
get  this  place  moving,"  says  General 
McDermott.  relishing  the  prospect. 

The  confrontation  at  the  church  was. 


in  part,  inevitable  in  the  face  of  th( 
"We're  all  right,  Jack"  attitude  of  a  com 
Portable  and  ingrown  upper-middli 
class,  which — unlike  those  in  Dallas  am 
Houston — has  not  been  enriched  by  a 
infusion  of  outsiders.  In  part  because  o 
its  self-satisfied  upper  class,  San  Anto 
nio,  a  city  of  1  million  people,  long  ag 
lost  its  former  place  as  the  biggest  city  ft 
Texas.  Today  it  faces  economic  stagna 
tion  as  Texas  thrives  and  grows. 

Meanwhile,  immigration- — both  lega 
and  illegal — made  the  city  increasing 
Mexican.  This  Mexican-American  com 
munity  is  today  awakening  politically.  I 
has  the  numbers  and  is  slowly  improving 
its  ability  to  register  and  turn  out  voters 
Political  power  is  at  hand  but  the  homi 
city  of  the  community,  San  Antonio,  can 
not  offer  economic  opportunity  to  gj 
with  it.  The  result  is  bitterness  and  con 
spiracy  theories  picturing  "Anglos| 
keeping  Mexicans  in  peonage.  In  thij 
context,  (X)PS'  confrontation  was  less  ai 
economic  thing  than  an  event  in  th| 
erne  rging  political  power  of  the  Mexican 
American  community. 

COPS'  leadership  professes  not  I 
know  basic  business  economics,  nor  real 
ly  to  care  about  it.  "We're  going  to  forcj 
them  to  deal  with  us  as  equals,"  saw 
Beatrice  Gallego,  a  schoolteacher  whl 
led  COPS'  first  fight  over  drainage.  A  bi 
smugly.  Father  Benavides.  pastor  of  St 
Timothy  s  parish  on  the  Mexican-Amerj 
can  west  side  of  town,  sees  the  salarj 
proposal  as  an  attention-getter:  "The  tao 
tic  wasn't  a  mistake  if  it  led  to  the  meet 
ing,  which  is  what  we  wanted." 

COPS'  leadership  has  now  had  rwl 
quiet  discussion  meetings  with  the  lead 
ers  of  the  Economic  Development  Fourj 
dation — McDermott  and  Thomas  plij 
Chairman  Robert  West  of  Tesoro  Petrd 
leum  and  Chairman  Harold  O'Kelley  q 
Datapoint,  Inc.  Together,  they  are  work 
ing  on  a  series  of  proposals  made  bj 
COPS  which  are  noncontroversial:  tha1 
all  concerned  work  with  such  bodies  a 
Texas  A&M  University  to  promote  trail} 
ing  and  job  skills  among  San  Antonioj 
population;  that  all  concerned  work  fq 
the  expansion  of  San  Antonio's  airport  tl 
facilitate  incoming  business  firms.  "En 
dorsing  motherhood,"  remarks  one  pail 
ticipant.  The  $15,000  demand  is  noi 
stated  as  a  "goal"  and.  in  fact,  will  bi 
mentioned  at  all  merelv  to  save  face  fq 
COPS'  leadership. 

The  little  game  of  confrontation  poli 
tics  in  front  of  the  TV  cameras,  howeve 
satisfying  it  may  have  been  to  the  egos  c 
some  Mexican-American  leaders,  wa 
clearly  a  disservice  to  job-seeking  Mem 
can- Americans.  Yet  some  good  mal 
come  out  of  the  situation  if  it  makes  th 
local  elite  realize  that  they  can  no  longe 
run  things  their  own  way,  and  if  it  pen 
suades  the  Mexican-American  communi 
ty  that  shouting  demands  is  not  a  gooi 
way  to  improve  your  economic  lot.  ■  , 
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siness  films.  Because  looking  good  on  paper  isn't  good  enough 


If  you  want  to  stir  new  excitement  for  your 
product  or  service,  consider  a  business  film. 

There's  no  better  way  to  make  prospects  and  clients 
aware  of  what  you  do  and  how  well  you  do  it. 
Whether  you're  selling,  persuading  or  just  informing. 

Your  film  can  take  many  forms-  long  or  short, 
simple  or  elaborate— all  of  them  very  effective. 

Send  the  coupon  for  proof. 

Business  films 
make  business  sense. 


Send  me  your  20-page  booklet  with  important  ideas 
on  how  film  can  help  increase  sales.  Also  send  case 
histories  of  organizations  benefiting  from  cost- 
effective  uses  of  film. 

Name  

Title  

Organization  


Address 


City  State  Zip  _ 

Eastman  Kodak  Company,  Dept.  A-1065 
Rochester,  New  York  14650 


Diesel-powered  automobiles  seem  to  be 
li  startling  new  idea  to  just  about  everybody 
I  but  Mercedes-Benz 


rack  in  1936,  Mercedes-Benz 
L  introduced  the  world's  first 
|>  duction  Diesel  passenger  car. 
£  lificant  then,  perhaps  even 
ire  significant  now. 
Irhe  Diesel  automobile  may  be  re- 
Bed  elsewhere  as  a  new  and  novel 
I;  not  at  Mercedes-Benz. 
■Mercedes-Benz  since  1936  has 
It  and  sold  nearly  two  million  Die- 
B:ars.  Cars  that  have  proven  them- 
les  not  just  in  labs  and  on  test 
■cs  but  over  billions  of  miles  of 
lyday  use  in  103  countries, 
■^nd  though  some  Diesel  cars  may 
lew  to  the  roads  of  America, 
Icedes-Benz  Diesels  are  right  at 
le;  the  first  one  was  sold  in  this 
Bntry  20  years  ago.  Before  the  first 
Iiestic  Diesel  passenger  car  was 
li  introduced,  no  fewer  than 
1000  Mercedes-Benz  Diesel  cars 
I  been  sold  in  the  U.S.A. 
It's  a  record  to  ponder  if  you 
[considering  your  first  Diesel. 

A  Diesel,  stem  to  stern 

Icedes-Benz  views  Diesel  cars  as 
Bething  more  than  a  sideline.  And 
Iain  dividends  result, 
tor  instance,  a  Mercedes-Benz 
Isel  automobile  is  more  than  just  a 
[pent  breed  of  engine  bolted  into 
Ixisting  conventional  car. 
ftt  is  designed  as  a  Diesel  stem  to 
Hn.  From  engine  mounts  to  trans- 
osion,  each  component  is  carefully 
Uched  to  the  unique  demands  of 
[pel  operation. 

I^nd  42  years  of  constant  groom- 
Ishow.  If  you  haven't  driven  a  Die- 
Nn  recent  years,  today's  Mercedes- 
Mz  Diesel  may  be  a  revelation, 
lat  happened  to  that  notorious 
[fesel  image"?  Weren't  Diesels  sup- 
Ifcd  to  be  underpowered  and 
|kh?  Progress  has  even  eliminated 
[I old  Diesel  start-up  ritual  of  pull- 
[Jout  a  knob;  nowadays,  you  initiate 
^starting  sequence  by  simply  turn- 
ip key. 


Somewhere  along  the  model 
spectrum  is  likely  to  be  the  Mercedes- 
Benz  Diesel  suited  to  your  needs. 

The  300  CD  coupe  is  the  most 
ambitious  Diesel-powered  automo- 
bile yet  produced.  It  aims  to  be 
judged,  merit  for  merit,  against  the 
world's  most  exclusive  two-door 
coupes. 

You  preside  over  the  most  power- 
ful Diesel  engine  currently  available 
in  a  Mercedes-Benz  car  -  and  the 
least  orthodox:  three  liters  mfive- 
cylinder  form.  Cruising  smoothness 
rivals  gasoline  engines,  but  three- 
liter  gasoline  engines  are  unlikely  to 
rival  its  fuel  mileage.  EPA  estimates 
show  the  300  CD  can  deliver  28  mpg 
on  the  highway  and  22  mpg  in  town. 
As  you  know,  mileage  will  depend  on 
how  and  where  you  drive  and  on  the 
condition  and  equipment  of  your  car. 

Linked  to  this  power  plant  is 
^four-speed  automatic  transmission 
designed  to  shift  without  interrup- 
tion of  the  power  flow.  The  300  CD's 
106.7-inch  wheelbase  and  fully  inde- 
pendent suspension  lend  it  far  more 
than  a  hint  of  sports  car  stability. 

Inside,  you  are  denied  no  reason- 
able comforts.  Bi-level  climate  con- 
trol, electric  windows,  AM/FM  stereo 
radio,  vacuum-powered  central  lock- 
ing system,  automatic  cruise  control, 
power  steering  and  brakes  -  all  are 
standard  equipment. 

The  300  D  four-door  sedan  is 
another  pioneering  Mercedes-Benz 
Diesel  idea  -  the  firstperformance 
Diesel  sedan,  as  desirable  for  its  ea- 
ger spirit  as  for  its  economy.  EPA  esti- 
mates: 28  mpg  highway,  22  mpg  city. 
Again,  mileage  will  depend  on  how 
and  where  you  drive  and  on  the  con- 
dition and  equipment  of  your  car. 

Performance  is  achieved  with  that 
extraordinary  team  of  a  five-cylinder, 
three-liter  engine  and  a  versatile 
four-speed  automatic  transmission. 
Though  not  a  "big"  car  by  domestic 


standards,  the  300  D  does  afford  al- 
most five  feet  of  rear-seat  hiproom 
and  a  12.57-cubic-foot  trunk. 

And  from  bi-level  climate  control 
to  electric  windows,  fittings  duplicate 
those  supplied  in  the  300 CD  coupe. 

True,  the  300  D  is  a  sedan  -  and  a 
Diesel  sedan  at  that.  But  a  single  so- 
journ down  a  winding  mountain  road 
should  show  you  that  it  is  also  a 
driver's  car  in  the  classic  Mercedes- 
Benz  mold. 

The  240  D  four-door  sedan 
offers  the  basic  Diesel  appeal  of 
no-nonsense  practicality  in  its  most 
technically  refined  form  to  date. 

The  emphasis  on  economical 
running  and  upkeep  is  rigorous.  With 
its  smaller  2.4-liter  four-cylinder  en- 
gine, the  240  D's  fuel  appetite  is 
meant  to  be  even  smaller.  EPA  esti- 
mates: 34  mpg  highway,  26  mpg  city. 
Here  too,  mileage  will  depend  on 
how  and  where  you  drive  and  on  the 
condition  and  equipment  of  your  car. 

The  economy  cause  is  advanced 
by  a  manual  four-speed  transmission 
as  standard  equipment.  For  the  sake 
of  those  bent  on  maximum  possible 
efficiency,  air  conditioning  and  auto- 
matic transmission  are  omitted  from 
the  list  of  standard  equipment.  These 
can  be  ordered  as  extra-cost  options. 

However  your  240  D  sedan  is 
equipped,  you  retain  those  Diesel 
virtues:  lower  fuel  costs,  no  conven- 
tional tune-ups,  a  worldwide  legend 
of  reliability. 

A  real  choice 

These  different  models  and  the 
equipment  you  can  specify  answer 
the  modern  demand  for  Diesels  that 
meet  a  wide  gamut  of  needs  and 
tastes  -  from  unabashed  elegance  to 
unadorned  simplicity. 

But  in  one  important  respect, 
Mercedes-Benz  Diesels  offer  you  no 


choice  at  all.  That  42-year 
record  of  Diesel  refinement 
is  built  into  every  one. 


Light-alloy  wheels  shown  on  coupe  available  at  added  cost,  ©1  978  Mercedes-Benz 


pound  300D,  3-liter,  5-cylinder  sedan.  Left:  240 D,  2  4 -liter,  4 -cylinder  sedan.  Rear.  300CD,  3-Uter,  5  cylinder  coupe 


Thinh  of /ILL- STEEL  as 
increased  worher  productivity. 


What  makes  it  happen  is  one  of  the  most 
comprehensive  lines  of  office  furniture 
available.  Our  furniture  is  designed  to  im- 
prove  your  office  environment.  That 
means  you  can  attract  the  kind  of  people 
you're  looking  for,  and  they  can  be  more 
productive. 

What  makes  it  possible  is  our  un- 
usually comprehensive  line.  An 
almost  endless  choice,  to  accom- 
modate any  office  plan.  /ill-steel 


ilS 


All-Steel  also  protects  your  investment. 
Everything  you  buy  from  us  now  will  be 
compatible  with  whatever  you  need  in  the 
future.  Design  continuity  is  built  in. 

We  have  the  capacity  to  produce  what 
you  need,  when  you  need  it.  And  we  can 
get  it  to  you,  and  service  it,  through 
our  national  distribution  network. 

If  you're  planning  an  office,  for 
more  information,  write  to:  All-Steel 
Inc.,  Aurora,  IL  60507. 


ONE  OF  THEHHCOMPANIES 


Lyndon  Johnson  declared  war  against 
poverty,  a  bitter  joke  runs,  and  pover- 
ty won.  But  did  it?  Quietly,  and  all  but 
unnoticed,  major  U.S.  companies  con- 
tinue the  battle  today,  laboring  to 
train  the  unskilled  and  equip  them  to 
join  the  economy  and  change  their 
lives.  Below  and  on  the  following 
pages,  a  word  and  picture  report  on 
their  progress,  which  is  frequently 
discouraging  and  always  slow. 

By  Jean  Briggs 
Photography  By  Herb  Goro 


ould  black  American 
soldiers  fire  on  their 
Would 

burning,  looting — 
and,  yes,  shooting — 
mobs  rampage  out  of 
J  the  slums  and  rape  the  suburbs?  A  full 
decade  has  passed  since  the  riots  of  the 
!  mid-Sixties  raised  such  questions  and 
threw  a  fright  into  comfortable,  middle- 
class  America.  The  last  serious  riots 
were  in  1968,  precipitated  by  the  assas- 
sination of  Martin  Luther  King.  Since 
'then,  except  for  the  New  York  blackout 
last  summer,  the  ghettos  have  been 
quiet,  no  longer  menacing  the  prosper- 
ous 90%  of  America.  But  the  causes  of 
discontent  remain. 

There  has  been  progress,  to  be  sure, 
i  Massive       transfer       payments — food 
j  stamps,  Medicare,  welfare,  Social  Secu- 
rity— have  reduced  the  percentage  of 
'  the  population  below  the  poverty  line 
from  25.5  to  11.4.  But  to  be  in  that 
minority  is  to  be  outside  the  main  cur- 


rent of  society.  No  use  to  tell  a  jobless 
American  that  he  lives  better  and  eats 
better  than  the  average  citizen  of  China. 
To  be  poor  and  Asian  is  the  norm.  To  be 
poor  and  American  is  to  be  pathological, 
unhealthy. 

But  what  to  do  about  poverty  in  the 
midst  of  plenty?  The  obvious  answer: 
Find  good  jobs  for  the  poor,  put  them  to 
work,  make  them  productive  members 
of  society.  But  that,  of  course,  is  not 
easy.  Since  1968  alone,  the  federal  gov- 
ernment has  poured  billions  of  dollars 
into  job-training  and  job-creation — some 
$36  billion,  to  be  precise.  Nevertheless, 
despite  some  limited  success,  for  the 
most  part  the  problem  has  grown  worse. 
Since  1968  the  jobless  rate  for  teen- 
agers— and  teenage  means,  essentially, 
unskilled — rose  from  12.7%  to  17.7%  to- 
day. For  minority — chiefly  black — teen- 
agers, from  25%  to  nearly  40% — some 
400,000  kids,  aged  16  to  19,  are  now 
jobless  and  unproductive. 

During  these  same  years,  despite  two 


major  recessions  the  U.S.  gross  national 
product  grew  from  $868  billion  to  $890 
billion.  Had  business  simply  gone  about 
its  task  of  making  goods  and  making 
money  and  ignored  poverty  and  unem- 
ployment? Not  totally.  Some  business- 
men, like  Control  Data  Corp.'s  William 
Norris  began  to  grope  on  their  own  for 
solutions.  Norris'  solution  was  to  put  his 
company's  new  plants  where  people  who 
need  work  are — in  inner  cities  and  poor 
rural  counties.  In  Chicago  executives  of 
virtually  all  the  big  companies  began 
meeting  with  black  leaders  once  a  month 
for  breakfast.  Out  of  those  meetings 
evolved  techniques  that  made  the  state 
employment  service  six  times  more  ef- 
fective than  it  had  been  in  matching 
people  with  jobs. 

Still  other  corporate  leaders  respond- 
ed to  government  incentives  or  to  Lyn- 
don Johnson's  jawboning.  Inland  Steel 
Co.  decided  to  do  simulated  on-the-job 
training  partly  with  government  funds. 
Ford  Motor  Co.  opened  recruiting  of- 
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fices  in  the  heart  of  Detroit.  It  dropped 
its  requirement  that  applicants  take  a 
written  test  and  provided  two-weeks' 
worth  of  bus  fares  and  lunch  money  for 
new  employees. 

No  miracles  resulted,  however,  and 
many  lost  interest.  Ford  closed  its  re- 
cruiting offices  when  recession  hit  De- 
troit in  1970.  Inland  Steel  dismantled  its 
training  center  because  of  intolerable 


government  delays.  The  Illinois  Em- 
ployment Service  slipped  back  into  its 
old  ways. 

But  while  the  flame  of  dedication  died 
away,  sparks  remained.  Here  and  there 
stubborn,  committed  businessmen  con- 
tinued their  own  and  their  companies' 
wars  on  poverty  and  unemployment. 
Here  and  there  a  program  actually 
works,  and  it  has  made  a  tremendous 


difference  in  the  lives  of  the  individuals 
it  has  touched.  It  is  a  model,  perhaps. 

On  the  following  pages  Forbes  takes 
a  look  at  a  few  of  these  successful  pro- 
grams. What  makes  them  work?  Usually 
it  is  a  combination  of  things,  including 
government  incentives  and  the  profit 
motive.  But  beyond  that,  in  nearly  ev- 
ery case  there  stands  a  determined  hu- 
man being. 


Union  Carbide  Corp. 
Oak  Ridge,  Tennessee 
"Because  Of  Our  Needs" 


n  the  past  12  years,  nearly 
3,500  men  and  women  have  com- 
pleted the  Training  and  Tech- 
nology program  devised  and 
sponsored  in  part  by  the  Nu- 
clear Division  of  Union  Carbide 
Corp.  Of  these,  96%  have  found  jobs, 
not  just  at  Carbide,  but  at  plants  all 
around  the  Southeast.  Last  year's  334 
graduates  got  an  average  $5. 10  per  hour 
as  beginning  welders,  pipefitters, 
draftsmen  and  physical  testers  after  com- 
pleting six-month  courses. 

Perhaps  the  most  important  reason 
TAT  works  is  the  sensible  division  of 
labor  between  the  sponsoring  organiza- 
tions. Union  Carbide  provides  facili- 
ties, equipment  and  skilled  craftsmen  to 
be  instructors.  Oak  Ridge  Associated 
Universities,  a  consortium  of  colleges  in 
the. area,  recruits  trainees,  provides 
them  with  services,  helps  them  find 
jobs.  Local  governments  pay  out-of- 
pocket  costs  of  training,  usually  with  fed- 
eral funds.  Union  Carbide's  role  has 
been  essential.  "Union  Carbide  puts  its 
stamp  on  their  foreheads,"  says  Jack 
Fritts  of  Oak  Ridge  Associated  Universi- 
ties. "That's  why  companies  recruit 
here  year  after  year." 

Another  element  in  TAT's  success  is 
the  uncommon  commitment  and  pride 
in  it  shown  by  the  Union  Carbide 
instructors  involved.  Still  another  factor, 
according  to  R.F.  Hibbs,  president  of 
Carbide  s  Nuclear  Division,  is  the  fact 
that  the  Atomic  Trades  and  Labor 
Council  supports  it.  "  During  a  strike," 
he  recalls,  "the  union  gave  instructors 
passes  to  cross  the  picket  line." 

"We  got  involved  with  this  program 
because  of  our  own  needs,"  says  Hibbs. 
"We  had  a  shortage  of  skilled  crafts- 
men; a  study  in  which  we  participated 
showed  that  there  were  many  under- 
employed and  unemploy  ed  people  in  the 
area."  That  was  in  1966.  Although  Un- 
ion Carbide  hires  onl  v  about  207c  of  the 
graduates,  the  program  UCC  and 
ORAU  started  as  an  experiment  contin- 
ues. "The  sad  shame  is  that  TAT  hasn't 
been  replicated,"  says  Hibbs. 


"If  you've  got  to  work  hard,  you  might  as  well  get  paid  for  it,"  says  Margaret 
Foust,  30,  a  divorced  mother  who  was  a  waitress  in  tiny  Caryville,  Tenn.  and 
now  studies  machining  under  a  Union  Carbide  program.  Rebecca  Russell 
(below),  22,  who  also  supports  a  child,  dropped  drafting  last  year  after  an 
accident  left  her  injured.  She's  back,  determined  to  finish. 
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Cesar  Rodas,  22,  came  from  Guatemala  with  his  mother  when  he  was  only 
14.  "I  was  kind  of  scared,"  he  recalls,  "but  as  long  as  you  want  to  get 
adjusted  and  work  your  way,  it's  okay."  On  the  job  for  Wesco  Laboratories, 
he  works  on  custom-made  earpieces.  Lucretia  Calonje  (below)  from  Nicara- 
gua recently  learned  English,  has  worked  for  Safeway  four  years. 


Arriba  Juntos 
San  Francisco 

"Custom-Tailored" 


he  name  in  Spanish 
means  "up  together, "  and 
for  13  years  now  Arriha 
Juntos  has  been  trying  to  do 
just  that  with  and  for  the 
Spanish-speaking  communi- 
ty it  serves  in  San  Francisco's  Mission 
District.  In  some  cases  it  acts  almost  like 
an  employment  agency,  bustling 
around  for  job  orders  from  small  compa- 
nies like  Wesco  Laboratories,  then 
screening  and  referring  people  eager  to 
fill  them.  In  other  cases  it  responds  to 
particular  needs.  It  once  arranged  secre- 
tarial training  for  17  men  for  a  com- 
pany under  a  sex-discrimination  consent 
decree.  Or  it  may  itself  train  people — 
clerks  for  Safeway,  for  example.  "We 
custom-tailor  programs,"  says  Arriba 
Juntos  founder  Lee  Soto,  56,  a  former 
journalist. 

Arriba  Juntos  gets  operating  funds 
from  the  Lmited  Way  campaign,  and 
taps  federal  and  state  sources  for  specific- 
programs.  Biggest  program:  recruiting 
and  training  checkout  personnel  for 
Safeway.  The  food  chain  supplies  the 
equipment  and  pays  50%  of  the  salaries. 
Arriba  Juntos  pays  the  rest  with  feder- 
al funds.  In  the  past  six  years  it  has 
trained  249  people  for  Safeway;  90%  of 
them  are  still  on  the  job. 
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"The  world  won't  change  for  you." 
That's  one  message  Chrysler's  Entry 
Level  Training  imparts  to  clients. 
They  begin  learning  to  cope  with  the 
world  as  it  is  in  group  discussions 
(right),  part  of  motivation  training. 
They  learn  about  choices  and  paths  to 
success,  then  go  on  to  acquire  skills 
(above)  in  an  industrial  setting.  "This 
program  can  help  anybody  that's  will- 
ing," said  one,  "and  you  only  got  to  be 
a  little  willing,  'cause  they  get  you." 


Chrysler  Corp. 
Detroit 

The  Hard  Way 

f    ^\      nee  I  got  a  job  as  a  tele- 
/    A    V    phone  solicitor.  A  girl  who 

m  had  been  there  about  six 
\     W     m  months  kept  complaining 
V^^^f   and  bothering  me.  She  got 

^^^^    my  goat  and  I  started  running 
oft  at  the  mouth.  The  supervisor  came  in 
and  I  lost  the  job.  This  class  teaches  you  to 
deal  with  things  like  that.  " 

So  says  Betsy  Trice,  30,  high  school 
dropout  and  sole  support  of  her  four 
daughters.  Trice  is  enrolled  in  Entry- 
Level  Training,  a  program  offered  by 
Chrysler  Institute,  Chrysler  Corp.'s  train- 
ing subsidiary.  ELT  doesn't  look  for  the 
easier  assignments — it  doesn't  "cream." 


Rather,  it  serves  people  who  have  rarely 
if  ever  thought  about  life  goals,  planning 
their  time  or  staying  out  of  trouble. 

That  may  be  the  reason  Richard  M. 
Drabant,  the  Institute's  marketing  di- 
rector, doesn't  like  to  talk  about  numbers. 
"I  can  tell  you  that  50,000  people  have 
been  through  the  program  in  the  past  ten 
years  and  that  38,000  to  40,000  have 
been  placed.  But  that  doesn't  tell  you 
about  quality."  "Clients,"  as  Chrysler 
calls  them,  are  referred  to  the  program  by 
local  unemployment  offices.  They 
spend  three  weeks  in  motivation  training, 
learning  about  success  and  how  to  attain 
it.  Then  thev  learn  to  handle  a  variety  of 


tools  and  equipment.  Some  go  on  to 
learn  specific  skills.  All  of  them  learn  how 
to  look  for  a  job. 

Chrysler,  the  largest  employer  in  De- 
troit, got  involved  in  this  kind  of  training 
11  years  ago  when  it  realized  the  needs  of 
its  own  job  applicants.  It  began  market- 
ing programs  to  other  employers  in  1974 
so  its  training  staff  wouldn't  be  tied  to 
the  fortunes  of  the  auto  industry.  The 
company  still  puts  up  the  money.  If  the 
training  is  successful,  that  is,  if  the  gradu- 
ate stays  on  the  job  for  30  days,  Chrysler 
is  reimbursed  by  the  government.  "The 
company  wants  to  at  least  break  even," 
savs  Drabant. 


CnBRCC    MAV  1  5  1Q7R 


Pat  Smith,  a  Sioux,  and  her  husband,  Russell,  recently  returned  for  keeps  to 
the  Ft.  Totten  reservation  where  she  grew  up.  Russell  had  been  working  in 
Minnesota  but  she  couldn't  find  a  job.  They  put  in  their  applications  at  the 
Devils  Lake  Sioux  plant  on  a  Friday,  were  hired  the  following  Monday. 
(Below,  Russell  on  the  job.)  They're  living  on  the  reservation  with  Pat's  sister 
until  they  can  get  their  own  place.  During  the  day,  baby  Brandy  stays  with  a 
neighbor,  and  Lisa  and  Danny  are  at  a  day-care  center. 


Brunswick  Corp. 

Devils  Lake,  North  Dakota 

On  The  Reservation 


/"  hicago-based  Brunswick 

Corp.  was  out  to  land  a  gov- 
ernment  contract  to  make 
W    W    camouflage  nets  for  the 
V^^^B   Army — but  the  contract  re- 

^1^^    quired  minority  participation. 
North  Dakota  Senator  Milton  Young 
asked  Brunswick  to  consider  a  joint  ven- 
ture with  the  Sioux  nation  on  the  Ft. 
Totten  reservation.  The  government  of- 
fered incentives.  Result:  Devils  Lake 
Sioux  Manufacturing  Co.,  which  opened 
in  early  1974.  DLSM  has  been  profit- 
able for  Brunswick  and  profitable  for  the 
Sioux,  who  recently  acquired  51  %  of  the 
company's  stock. 

There  have  been  problems,  the  most 
persistent  being  high  employee  turnover 
and  absenteeism.  But  the  community 
has  benefited  from  DLSM's  payroll  ($1.5 
million  last  year),  and  individual  mem- 
bers of  the  tribe  have  been  encouraged  to 
remain  on  the  reservation  or  to  return  to 
it.  Among  the  latter  is  Rex  Moore,  52,  an 
artist  who  left  when  he  was  16  "because 
there  was  no  future  here,"  and  who  is  now 
materials  manager  for  DLSM.  He's 
also,  in  effect,  alter  ego  to  Brunswick's  B  J. 
Richmond,  47,  DLSM  manager.  With 
DLSM  a  going  concern,  Richmond  is  now 
scouting  for  new  products  to  make, 
should  the  Army  decide  it  doesn't  want 
more  camouflage  nets. 
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SoCal  claims  no  credit  for  hiring 
Richard  G.  David  II,  30  (above),  dis- 
abled since  age  5  by  a  rare  skin  and 
muscle  disease.  Or  Wallace  Barka- 
low,  50  (right),  who  lost  his  vision  22 
years  ago.  Or  Ervin  Harris,  31  (be- 
low), who  lost  a  leg  in  Vietnam.  But 
these  employees  give  SoCal  credit, 
not  for  hiring  them,  but  for  expect- 
ing a  lot  out  of  them.  "One  of  the 
things  that  got  me  this  job  was  [not 
my  disability  but]  my  ability  to  com- 
municate," says  David.  "I  have  to 
get  people  to  be  very  specific  about 
what  information  they  need."  "I  nev- 
er felt  I  was  asked  to  do  less — but  I 
also  wasn't  pushed  beyond  my  ca- 
pability," Barkalow  says.  Adds  Har- 
ris, "At  first  I  thought  I  was  a  show- 
case— 'We've  got  our  black  disabled 
veteran' — but  now  I  know  I'm  here 
because  I  can  do  the  job." 


Standard  Oil  Of  California 
San  Francisco 

"Nothing  Remarkable" 


S   N.       tandard  Oil  of  California's 
(  payroll  includes  members  ol 

>v     "T      just  about  every  minority  in 
>^    V   San  Francisco,  including  ex- 
\^^^B  offenders.  Vietnam  veter- 

^^^^  ans  and  the  disabled.  Douglas 
G.  Reid.  SoCal's  coordinator  of  employ- 
ment compliance,  will  tell  you  that  there  is 
nothing  remarkable  about  that — the 
company  is  simply  obeying  the  law.  Still, 
SoCal  seems  to  be  doing  it  in  a  com- 
mendably  aggressive  and  specific  way. 

There  is,  of  course,  a  Catch-22  as- 
pect of  antidiscrimination  law  that  tends 
to  require  discrimination  while  at  the 
same  time  prohibiting  it.  SoCal's  solu- 
tion is  to  refuse  to  set  formal  goals  or 
quotas  for  disadvantaged  people.  'We 
don't  try  even  to  establish  whether 
they  are  disadvantaged,"  Reid  says.  "We 
don't  ask  questions  that  might  be  con- 
strued as  discriminatory.  We  list  our  jobs 
wherever  disadvantaged  people  might 
leam  of  them,  with  the  state  employ- 
ment agency  and  with  all  the  commu- 
nity organizations  that  are  trying  to  help 
certain  constituencies."  If  they  have  a 
client,  SoCal  can  confidently  assume, 
with  reason,  they  will  refer  him,  or 
her,  to  SoCal. 

Once  he  is  hired,  the  company  tries 
to  help  him  adjust  but  not  to  give  him 
special  treatment.  Most  employees 
appreciate  that.  From  his  wheelchair, 
Richard  G.  David  II  says:  "I'm  glad  to 
be  working  for  this  company.  I  know  that 
if  I  can't  hack  it,  they'll  fire  me." 
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X  WHOLE  CITY 
NEARLY  LOST  ITS  LIFE 
BECAUSE  ONE  COW 
KICKED  THE  BUCKET. 


Mrs.  O'Leary's  cow,  so  it  goes, 
?  dcked  over  a  kerosene  lamp 

n  a  shed  on  De  Koven  Street.  The 
i  esulting  holocaust  destroyed 
|-  learly  one  third  of  Chicago. 

Calamitous  events  have  a 
>  vay  of  starting  small  and  spreading 
'  ast.  The  closing  of  one  factory 
i  :an  put  a  whole  town  out  of 
I  iction.  Without  jobs,  people  can't  be 
Customers. .  .without  customers, 
l  ocal  business  suffers. .  .as  the 
ulax  base  dwindles,  municipal 
government  feels  the  strain . . . 

Most  of  us  don't  recognize 
i  ,iow  important  insurance  is  to  the 
,  vay  we  live.  Practically  everything 
r  ,n  America  today  is  bound  together 
'  by  a  vital  network  of  insurance 
=.l>rotection.  Without  that  protection. 
Is  She  effect  of  a  single  catastrophe 
)  :ould  spread  throughout  the 
•  economy  like  ripples  in  a  pool. 

Industrial  Indemnity  is  a  part 
j  )f  our  competitive,  free  enterprise 

ystem.  We  are  dedicated  to  making 

t  more  efficient  by  helping  people 

ind  restoring  property. . .  explaining 

averages  better. . .  paying  claims 

aster. . .  providing  new  forms  of 

protection. .  .encouraging  safer 

:onditions  at  home  and  on  the  job 
;  i.  .and  making  insurance  available 
!  t  reasonable  prices. 

Without  the  protection  offered 

»y  companies  like  Industrial 

ndemnity  through  independent 

gents  and  brokers,  practically 

verything  we  own,  indeed, 

»ur  whole  way  of  life,  would  be  in 

langer  of  going  up  in  smoke. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER  INSURANCE  COMPANIES 
THE  POLICY  MAKERS. 

I  ndustrial  I  ndemnity  Home  Office:  San  Francisco  941 20 

Helping  insure  the  American  way  of  life 


Sharon  Fisher  (above)  started  eight  years  ago  on  the  assembly  line  at  Control 
Data's  Washington,  D.C.  plant,  "applied  for  every  job  that  came  up,"  and  now 
has  her  name  on  the  door.  Plant  manager  Frederick  Franklin  (below),  former 
lieutenant  colonel  in  the  U.S.  Air  Force,  moved  to  the  top  spot  in  two  years — 
he  broke  records  producing  cable  harnesses.  But  CD,  having  lost  a  contract,  is 
now  operating  the  plant  at  about  one-quarter  capacity. 


i 


is 


Control  Data  Corp. 
Washington,  D.C. 

Going  Where  People  Are 

k    ust  about  the  rime  Control 
■I   Data  finished  its  major  build- 
I  ing  program  in  suburban 

W  Minneapolis,  Chief  Executive 

^^^^m    William  \orris  and  Senior 
^^^^    Vice  President  Norbert  Berg 
realized  that  was  the  wrong  move. 
Socially  concerned,  they  were  trying  to 
attract  minorities  to  suburban  plants 
with  no  success.  The  plants  were  too  far 
away,  transportation  too  unreliable. 
"Maybe  we'll  have  to  put  a  plant  in  the 
inner  city,"  said  Norris.  Berg  agreed. 
As  he  turned  to  leave  N'orris  added, 
"Hey,  Norb,  make  it  a  new  plant 

And  so  was  born  Control  Data  s  policy  of 
locating  plants  where  people  needing 
work  are.  The  first,  on  the  northside  of 
Minneapolis,  opened  in  1968;  the  sec- 
ond, in  Washington,  D.C.  in  1969.  Berg 
locatedathird  in  Kentucky andafourth, 
specifically  for  part-timers,  in  St.  Paul. 

"Once  we  decided  to  do  it,"  says 
Berg,  "we  dec  ided  to  solve  every  prob- 
lem that  came  up  as  well.    In  north- 
side  Minneapolis,  that  meant  operating  a 
day-care  center,  offering  counseling 
services  and  sometimes  bailing  employ- 
ees out  of  jail.  "The  cost  of  opening 
that  plant  was  $7  million  above  normal 
costs.  We  got  $1.5  million  back  from 
the  government, ".says  Berg. 

Was  it  worth  it?  Emphatically  yes, 
says  Norris,  who  hopes  to  market  Con- 
trol Data's  expertise  to  other  compa- 
nies readv  to  trv. 
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By  now  just  about  everyone  recog- 
nizes the  Pyramid  as  the  symbol  of 
Bankers  Trust. 

WeVe  been  one  of  the  10  largest 
commercial  banks  in  the  nation  for 
over  25  years. 

But  we're  not  just  a  cornerstone  of 
American  finance. 

Since  we  began  making  our  mark  in 
New  York  some  75  years  ago,  our  scope 
has  become  worldwide— with  a  net- 
work of  offices  across  six  continents. 

Everywhere  you  find  us,  you'll  find 
the  experience  and  expertise  needed  to 
provide  a  long  list  of  quality  services. 

Like  SITS— the  first  tape-to-tape 
communications  system  for  fast  and 
accurate  securities  handling.  Or  the 
first  computerized  letter  of  credit  sys- 
tem. We  also  expanded  computerized 
banking  with  our  Cash  Connector— the 
most  complete  link  between  man  and 
bank  ever  devised. 

And  yes,  we're  still  the  bank  for 
trusts— the  preeminent  bank  in  the  field 
of  employee  benefits  and  a  leader  in 
almost  every  aspect  of  trust  adminis- 
tration and  investment. 

Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full 
service  bank  in  the  fullest  sense  of  the 
word,  with  the  capacity  to  raise,  lend 
and  manage  money 
worldwide. 

Whatever  your 
needs,  a  visit  to  the 
Pyramid  can  be  a 
rewarding  experience. 

Bankers 
Trust  Company 

Member  Federal  Deposit  Insurance  Corporation 
©  Bankers  Trust  Company 


International  Banking  Subsidiaries  in  the 
United  States:  Chicago,  Houston,  Los 
Angeles  and  Miami.  Overseas  Branches: 
LONDON,  BIRMINGHAM.  MILAN. 
PARIS,  TOKYO.  SINGAPORE.  NAS- 
SAU, PANAMA  CITY  and  BAHRAIN. 
An  International  Banking  Network  of 
branches,  subsidiaries,  affiliates  and  rep- 
resentative offices  in  over  30  countries  on 
6  continents. 


Brown  &  Root 
Houston 

Task-Oriented 


After  working  from  6:30  a.m.  to  3 
p.m.  as  an  oiler,  Sissy  Frank  (above), 
a  34-year-old  mother  of  two,  goes  to 
welding  school.  Welding  pays  more, 
she  says.  Not  everyone  feels  at  ease 
driving  on  construction  ramps  like 
the  one  at  right.  "They  get  out  of  the 
truck,  say.  That's  it!' "  says  the 
training  manager.  That's  why  B&R 
now  gives  them  instruction. 


usiness  has  been  booming 
for  years  for  Brow  n  ix  Root, 
number  one  in  the  heavy- 
construction  industry.  But 
there's  a  chronic  shortage 
of  skilled  craftsmen  in  the 
nonunion  segment  of  the  business. 

No  surprise,  then,  that  nonunion  B&R 
runs  training  programs  wherever  it 
has  a  project.  "We've  been  training 
about  10,000  people  a  year. "  says  Har- 
ry Seipel.  training  manager.   About  207c 
of  them  are  minorities.   The  company 
doesn't  admit  to  recruiting  minorities  as, 
such.  Seipel  says,  "Our  goal  is  20%, 


although  in  some  classes  it  will  be  high- 
er, some  lower,  depending  on  the 
population  of  the  community.  The  corn- 
pan)"  works  with  community  groups  to 
try  to  be  sure  everyone  knows  about  job 
openings.' 

Seipel  prides  himself  on  being  able  to 
train  anybody.  One  reason  is  that  a 
trainee  learns  only  as  much  as  he  needs 
to  know  to  do  the  job  at  hand.  He  may 
well  be  taught  by  his  own  supervisor 
either  on  the  jobsite  or  in  a  classroom. 
That  setup  helps  motivation.  The  boss 
profits  when  his  own  helper  gets  it 
right.  The  trainee  is  ahead  when  the  boss 


is  right  there  being  impressed. 

The  company  doesn't  pay  the  employ 
ees  to  go  to  school  unless  the  training  ' 
must  be  done  during  work  hours,  but 
neither  does  it  charge  them  for  their 
education.  Its  teaching  style  is,  in  Sei- 
pel  s  phrase,  "task-oriented."  but  it  is 
not  limiting  on  the  people  involved.  A 
B6cB  employee  can  take  any  course 
the  company  offers.  He  can  learn  to  be 
millwright  as  well  as  a  carpenter,  for 
example — "unlike  our  opposition.  Sei- 
pel can't  help  but  add.  referring  to  the 
fact  that  on  a  union  jobsite  a  worker  can 
do  just  one  job. 
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Nobody  takes  the  delay  out  of 
distributing  drawings  the  way  3M  can, 


A  3M  Communicafion-by 
Card  System  can  cut  the 
time  it  takes  to  deliver 
vitally-needed  engineering 
drawings,  specs  and  ECN's 
from  three  days  or  more  to 
one  day  or  less.  Prevent 
manufacturing  delays.  And  cut 
your  operating  costs  as  well . 

The  3M  system  reduces  each 
bulky  engineering  drawing  to 


microfilm  and  mounts  it  on  a 
compact  data-bearing  tab  card.  It's 
so  fast,  you  can  see  the  complete 
results  45  seconds  later.  Then , 
even  more  quickly,  it 
makes  inexpensive 
duplicate  cards  to 
distribute  to  every 
department  where  you'd 
now  send  a  drawing. 
Call  vour  local  3M 


Business  Products  Center. 
Or  write  Microfilm  Products 
Division,  3M  Company, 
St.  Paul,  MN  55101. 

THE 

MANAGEMENT 
OF  INFORMATION 


Talk  with  the  microfilm  systems  people. 


3IY1 

Mi  COMPANY 


Michele  Stephens,  25  (above),  with  a  child  to  support,  was  a  trainee  just 
three  years  ago,  is  now  a  supervisor  with  eight  people  reporting  to  her. 
Robert  Chin,  40,  of  Canton  and  Hong  Kong  (below),  started  as  a  projection- 
ist, and  is  now  film  librarian.  Anthony  Alicea,  26,  took  the  next  elevator 
down  after  his  first  glimpse  of  Y&R's  offices.  "Too  rich  for  me,"  he  thought. 
But  he  thought  again,  returned  and  is  now  a  film  technician.  "I  was  so  bitter 
and  despairing  before,"  he  says.  "Now  I  feel  very  much  awake." 


Young  &  Rubicam 
New  York 

Keeping  The  Faith 


/*"  "X  even  years  ago  many  New 
(  York  advertising  agencies 

*v     "T       were  making  special  ef- 
>^    \     forts  to  hire  the  disadvan- 
V^^^B  mng  be  Ru- 

^^^r      bicam  is  still  ac  tive  in  a 
significant  way.  When  hard  times  hit 
the  industry  in  the  Seventies,  most  ager 
eies  dropped  their  programs.  Not  YcvR 
"We  had  a  hard  time  economically  justify 
ing  the  hiring  of  trainees  when  we  werl 
laying  off  other  people  or  c  utting  hack  on 
staff  through  attrition,"  recalls  Robert 
Haygood,  associate  personnel  director. 
"But  we  finally  decided  we  could  con- 
tinue the  program  on  a  reduced  basis." 

Trainees  are  all  near  the  poverty  leva 
when  they  are  referred  to  Y&cR  by  varioil 
community  groups  through  the  New 
York  City  Department  of  Employment 
w  hich  certifies  them  as  eligible.  Most 
have  had  some  work  experience  but  rare! 
full-time  employment.  YcVR  pay  s  them 
S3. 57  per  hour  to  start  and  for  the  firsts] 
months  gets  half  that  back  from  the 
gov  ernment  for  on-the-job  training.  "Ol 
total  cost  for  eight  trainees,"  says  Hav 
good,  "is  $75,000." 

Since  1968  YcVR  has  trained  85  peo- 
ple, retained  about  one-third.  Some  hav 
moved  up  w  ithin  Y6cR.  Others  now 
work  elsewhere.  Y6cR  hopes  to  double  til 
program  this  y  ear. 
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Four  keys  to  profit: 
a  good  product/ 
a  good  sales  rep, 
a  good  credit  manager 
and  Dun  &  Bradstreet. 


I  in  &  Bradstreet? 

Yes,  Dun  &  Bradstreet.  Because,  with  9  out  of 
kry  10  business  transactions  done  on  credit,  the  right 
iSdit  decisions  can  substantially  affect  a  company's 
Sjnings. 

It  takes  the  evaluation  skills  of  a  professional 
Bjdit  manager.  And  it  takes  Dun  &  Bradstreet,  the 
»;iness  world's  number  one  source  of  commercial 
:idit  information. 

Only  Dun  &  Bradstreet  arms  credit  managers 
*>|h  complete  information  on  5,000,000  companies 
\jrldwide.  Up-to-date  information,  so  credit  can  alert 
k'.s  to  changing  situations  among  current  customers. 


Growth  patterns  that  can  steer  a  sales  force  to  new 
profit  opportunities. 

Most  importantly,  complete  credit  reports 
from  D&B  can  help  credit  managers  increase  net  profits 
by  reducing  the  average  collection  period  of  receivables. 

Consider  the  impact  on  profits  if  your  custom- 
ers paid  you  an  average  of  just  10  days  sooner.  For  a 
paper  maker  with  annual  sales  of  $40-million,  this 
translated  into  a  $50,000  increase  in  after-tax  profits 
or  approximately  a  10? -per-share  gain. 

The  credit  manager  and  Dun  &  Bradstreet. Two 
of  the  keys  that  can  open  doors  to  more  profits. 


DUN  &  BRADSTREET 

The  essential  business ™ 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know:  The  Reuben  H.  Donnelley  Corporation  •  Corinthian  Broadcasting  Corporation 
Dun  &  Bradstreet  International*  Technical  Publishing  Company*  Moody's  Investors  Service*  Marketing  Services  Division*  Management  Consulting  Division 


Samuel  Bradley,  inmate  coordinator  (above,  left),  and  Edward  Govan,  in- 
mate instructor,  head  toward  the  computer  room  at  Norfolk,  a  medium 
security  prison.  Says  Bradley:  "This  is  the  most  significant  program  to  be 
introduced  in  corrections  in  ten  years.  How  many  programs  offer  a  man  to 
be  competitive  right  away?"  Honeywell's  Malcolm  Smith  (below,  left)  stops 
in  to  visit  Norman  Longval  and  Elbie  Johnson  at  Walpole,  the  maximum 
security  prison  where  the  Honeywell  program  began. 


Honeywell 
Massachusetts 

Strictly  Business 


El 


alcolm  D.  Smith  does 
not  consider  himself  a 
gooder.  He  is,  those 
dio  know  him  say, 
business.  "  Yet  when  a 
friend  called  and  told 
of  an  inmate  at  Walpole.  Mass.'  maxi 
mum  security  prison  who  wanted  to 
learn  computer  programming.  Smith, 
then  a  manager  of  programming  deve. 
opment  at  Honeywell,  responded 
positively,  but  with  some  conditions: 

1 —  He  and  Honeywell  would  have 
complete  control  of  the  program,  to  k 
it  out  of  prison  politics. 

2 —  Teaching  would  be  on  a  volunteel 
basis,  to  reduce  inmates'  natural  suspi-  j 
cion  of  outsiders. 

3 —  Inmates  w  ho  completed  a  course  I 
would  be  asked  to  teach  it,  to  make  it  9 
self-perpetuating. 

4—  There  would  be  no  publicity  for  at 
least  one  year,  to  prove  that  it  wasn't  j 
self-serving  on  Honeywell's  part. 

That  was  ten  years  ago.  Smith  and  i 
his  colleagues  gave  time.  Hones  w  ell 
gave  materials,  computer  time  and 
eventually  computers  and  a  full-time 
staffer,  Richard  Henderson.  The  pro- 
gram spread  to  three  other  Massachu- 
setts prisons.  Does  it  work?  Of  the  650 
who  have  taken  courses,  about  350  have 
been  released.  The  recidivism  rate  for 
former  inmates  of  Massachusetts  prisons 
is  30%,  for  the  nation  about  70%.  "The 
recidivism  rate  of  our  graduates.  Hen 
derson  says,  "is  under  4%." 
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If  no  one  will  talk  turkey  with  you 
about  self -insurance, 
that's  un-American. 

If  you're  thinking  about  self-insurance,  we're  ready  to  talk  turkey.  Because 
American  Mutual  is  a  recognized  authority  in  helping  employers  convert  Group 
Health  plans  to  self-insurance. 

And  talking  turkey —with  no  gobbledygook — is  the  American  way,  the 
American  Mutual  way. 


J%merican 


INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01880 

We  want  to  keep  you  safe,  and  sound. 


Chicago  Alliance  Of 
Business  Manpower  Services 

Merchandising  Dollars 


/    *\      ome  of  Chicago's  biggest 
(  companies — including  Conti- 

ncntal  Illinois  Bank.  7a  - 
\  nith  Radio,  Parker  House 
N^^^B  Sausage,  St  ars  Inland 

^^^^   Steel,  Illinois  Bell — are  joint- 
ly tackling  the  job  of  training  the  un- 
skilled for  jobs.  They  have  funded  a  sep- 
arate corporation  to  handle  this.  It's 
called  the  Chicago  Alliance  of  Business 
Manpower  Serv  ices. 

CABMS,  among  other  things,  "mar- 
kets" on-the-job  training  funds  and 
youth  programs  to  individual  businesses. 
That's  right.  Markets.  CABMS  has  six 
salesmen,  each  with  a  territory,  who  call 
on  companies  large  and  small  and  try 
to  convince  them  they  can  afford  the 
extra  hand  they  might  be  considering. 
One  powerful  sales  tool:  federal  funds, 
under  the  Comprehensive  Employ- 
ment 6c  Training  Act,  to  foot  half  the  bill 
while  the  new  employee  is  learning. 

Peddling  the  dollars  is  not  easy.  Conti- 
nental Illinois  Bank  and  other  big  em- 
ployers have  their  own  training  pro- 
grams and  prefer  to  leave  the  funds  for 
small  companies. 

It's  a  generous  idea  but  a  tricky  one 
to  sell.  "Small  companies  just  don't  want 
to  get  involved  with  the  government." 
says  one  salesman.  Nevertheless,  during 
the  first  \  ear  of  the  effort,  which  end- 
ed last  October,  CABMS  placed  2,134 
people. 


Karen  Olszowka  and  Chantay  McCain  (above),  high  school  seniors,  file  cred 
records  at  Continental  Illinois  Bank,  where  they  work  four  hours  per  day  aftt 
class.  The  bank  is  a  big  supporter  of  CABMS  but  it  funds  this  and  other  trainin 
programs  itself.  "We're  in  Chicago,  we  have  to  use  the  labor  force  that's  here 
says  personnel  manager  Owen  Johnson.  "If  people  aren't  prepared,  we  trai 
them."  Sandra  Johnson  of  CA3MS  (below)  conducts  mock  interviews  prepa 
ing  students  to  go  job-hunting  under  a  youth  program. 
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Xerox  display 

ypewriters  are 

now 

on  display 


You're  looking  at  some  of 
the  latest  advances  in  word 
processing. 

The  new  Xerox  850  Display 
Typing  Systems. 

With  them,  you  can  quickly 
make  first  drafts  and  complicated 
revisions  on  a  screen  without 
touching  a  sheet  of  paper.  Then, 
just  push  a  button  and  what  you 
typed  in  is  typed  out.  Letter 
perfect. 

Both  give  you  instant  access 
to  any  one  of  280  average  pages 
of  stored  text. 

Yet,  they're  so  simple  to 
operate,  anyone  who  can  type 
can  easily  learn  to  use  them. 

To  learn  more  about  the  850 
Display  Typing  Systems,  call  Don 
Roth  toll  free  at  800-527-3386. 

If  you're  interested  in  the 
latest  advances  in  word  processing, 
remember  this  word. 

XEROX 


IX®  and  850  arc  trademarks  of  XEROX  C<  >l<TORATION 


mm 


Kurt  Shelby,  (above),  the  "baby  boy"  in  a  family  of  13,  hopes  to  be  a 
lawyer  some  c  y.  He's  studying  business  law  and  accounting  at  Southshore 
High  School  and  working  20  hours  a  week  at  Seaway  National.  Alice  Collins, 
16  (below),  had  once  worked  at  McDonald's.  She  is  majoring  in  accounting 
in  high  school,  plans  to  continue  studying  it  in  college.  The  job  at  the  bank, 
she  says,  "gives  me  more  experience  in  my  major." 


Seaway  National  Bank 
Chicago 

First  Jobs 


arl  Petersen,  manager  of 
personnel,  maintenance  andj 
1^™  number  of  other  things  at 
W    W    Seaway  National,  a  black- 
N^^^^B  owned  ban!  on  Chicago's 

^^^^    south  side,  recalls  what  hap 
pened:  "One  day  I  got  a  call  from 
someone  who  asked  if  the  bank  didn't  nee( 
more  help.  I  said,  Sure,  but  we  can't 
afford  it.'  She  said,  'What  if  it's  free?'  "  So 
began  Seaway's  part  in  an  experimental 
youth  program  run  last  summer  by  the 
Chicago  Alliance  of  Business  Manpow- 
er Services.  Two  students  worked  for 
Petersen  for  eight  weeks.  "I  asked  them 
to  write  a  report  letting  me  know  what 
they  thoughtofit,"  says  Petersen.  "One 
of  them  did."  Petersen  himself  apparently 
thought  well  of  it.  He  recently  agreed  to 
take  on  three  more  students. 

The  bank  pays  their  salaries  initial- 
ly. Then  if  it  has  fulfilled  its  contract 
obligations — which  include  exposing 
the  students  to  two  separate  work  exper- 
iences and  giving  them  some  counsel- 
ing— it  gets  reimbursed  by  CAB  MS  out 
of  federal  youth  funds  earmarked  in 
Washington  for  Chicago. 

That  is  all  to  the  good  but  there's  a 
potential  negative  side  effect  which  Pe- 
tersen inadvertently  illustrates.  If  a 
student  works  out  well,  he  says,  "we 
might  be  able  to  let  someone  else  go." 
CABMS  tries  to  make  sure  that  doesn't  : 


lappen. 
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We've  gone  the  extra  mile  to  create  an  environment 
in  which  our  cities  can  grow  and  prosper . . . 
because  we  know  that  once  a  city  falls  apart, 
all  the  king's  horses  and  all  the  king's  men 
can  never  quite  put  it  back  together  again. 


Cities  with  a  future  for  companies  with  a  future. 

When  you  locate  your  corporate  or  sales  office,  research  facility  or 
manufacturing  plant  in  a  South  Carolina  city,  you're  buying  a  piece 
of  the  future.  That's  a  fact. 

South  Carolina  is  growing  and  prospering.  We  enjoyed  more  than 
$6  billion  in  industrial  investment  over  the  last  ten  years.  Since  the 
beginning  of  World  War  II,  personal  disposable  income  has  in- 
creased almost  300  percent,  and  our  economy  has  diversified 
and  blossomed. 

Despite  our  tremendous  gains,  the  cost  of  living  in  South  Carolina 
is  still  estimated  to  be  11  percent  lower  than  the  national  average. 
And  the  money  we  make  goes  into  our  pockets,  not  to  our  heads. 

We  have  a  constitutionally  mandated  balanced  state  budget . . . 
one  of  the  lowest  per  capita  tax  burdens  in  the  nation . . .  AAA  bond 
rating  and  an  absolute  commitment  to  sound  and  efficient  govern- 
ment. It's  no  accident  we  experience  fewer  business  failures  than 
any  other  state. 

Behind  our  success  has  been  the  attitude  of  our  people,  our  ex- 
cellent location  and  climate  and  the  "South  Carolina  way  of  doing 
things."  People  in  South  Carolina's  work  force  have  made  a  personal, 
rather  than  a  collective  commitment  to  their  jobs.  That  commitment 
has  resulted  in  high  productivity  and  value-added  rates  that  out- 
pace the  nation.  We've  built  technical  schools,  colleges  and  univer- 
sities needed  to  provide  business  with  both  highly  skilled  workers 
and  well  educated  professionals.  Our  construction  and  leasing  costs 
have  historically  been  the  lowest  in  the  nation.  We're  at  the  heart  of 
7  million  consumers  in  the  strategic  Piedmont  Crescent  and  closer 
to  centers  of  buying  power  than  any  other  Southeastern  state.  In 
short,  when  business  takes  a  hard  look  at  a  South  Carolina  city,  it 
finds  South  Carolina  hard  to  beat. 

If  you  want  your  business,  be  it  corporate  or  sales  offices,  research 
and  development  facilities,  manufacturing  plant  or  distribution 
headquarters,  to  enjoy  the  present  and  look  confidently  toward  the 
future,  then  vou  owe  it  to  yourself  to  see  the  new  cities  of  South 
Carolina.  Youll  find  that  they  have  balanced  budgets,  plans  for 
growth  and  the  type  of  cooperative  attitude  which  makes  doing 
business  a  pleasure. 

If  you  think  people  enjoy  vacationing  here,  talk  to  the  people  who 
live  and  work  here  year-round.  They'll  tell  you  that  South  Carolina 
is  sitting  pretty... and  that  because  we  work  together,  well  never 
have  to  call  on  all  the  king's  horses  and  all  the  king's  men  to  put  our 
cities  back  together  again. 


South  Carolina 

To  find  out  how  your  industry  can  share  the  wealth  of  a  South  Carolina 
City,  call  or  write  the  professional  team  at  the  South  Carolina  State 
Development  Board,  Suite  315,  Post  Office  Box  927.  Columbia,  South 
Carolina  29202,  (803)  758-3145,  TYYX  81<)-<><><>-2<>28. 


When  it  comes  to  station  wagons,  nothing  even  comes  close  to  a  Town  5  Country.  This  new  size 
Town  &  Country  is  the  Chrysler  among  luxury  wagons. 

No  other  wagon  of  its  size  offers  the  option  of  genuine  leather  seating,  made  specially  soft  to 
the  touch.  Along  with  Chrysler's  finest  luxury  options. 

No  other  wagon  offers  such  a  distinctive  exterior  appearance,  too.  Styled  with  the  unique  look 
and  feel  of  handcrafted  wood. 

No  other  wagon  can  offer  all  this  comfort  and  enjoyment  and 
still  be  so  surprisingly  affordable. 

There  is  only  one  Town  5  Country.  The  new  size  LeBaron 
Town  &  Country.  And  nothing  else  comes  close. 


25/17" 

MPG  /  MPG 
HWY  CITY 


"Manufacturers  Suggested  Retail  Price,  excluding  taxes  and  destination  charges.  Whitewall  tires  $48  extra. 
°"EPA  estimates  for  6-cylinder  engine  with  manual  overdrive  transmission.  Your  actual  mileage  may  differ,  depending 
on  your  driving  habits,  the  condition  of  your  car  and  its  optional  equipment.  Mileage  lower,  optional  automatic 
transmission  mandatory  in  California. 


CHRYSLER 


A  PPOOOCT  OF 

CHRYSLER 
CORPORATION 


THE  NEW  SIZE  CHRYSLER  Le  BARON 
TOWN  ck  COUNTRY 
NOTHING  ELSE  COMES  CLOSE. 
DON'T  SETTLE  FOR  ANYTHING  LESS. 


$5761*  AS  SHOWN. 


ill 


Carlos  Ochoa,  22,  was  out  of  work 
md  his  wife  was  pregnant  when  he 
vas  hired  by  Inland  Steel  as  a  "voca- 
iional  motor  inspector,"  essentially 
nn  electrician's  apprenticeship.  He 
had  worked  in  a  grocery  store  and  a 
pas  station.  But,  he  said,  "I  wanted  to 
be  an  electrician."  Ochoa,  who  aver- 
ages $7.71  an  hour,  moved  to  East 
Chicago,  Ind.  to  be  closer  to  his  work. 


nland  Steel 
Chicago 


Starting  From  Scratch 


nland  Steel  is  one  large  Chica- 
go company  that  decided,  unlike 
Continental  Illinois  Bank,  to 
use  government  on-the-job-train- 
ing  funds.  "As  long  as  the  gov- 
ernment is  committed  to  spend- 
hg  the  money,"  says  George  Yoxall, 
nanager  of  personnel,  "it  ought  to  be 
pent  well."  After  getting  the  United 
ifeelworkers'  consent.  Inland  signed  a 
ontract  with  the  Chicago  Alliance  of 
business  Manpower  Services  (see  p.  80) 


last  year,  agreeing  to  hire  and  train  30 
unemployed  and  underemployed  peo- 
ple. Twenty  would  be  laborers,  the 
lowest  job  slot.  The  others  would  be 
apprentices  or  semiskilled  workers. 
CAB  MS  would  reimburse  the  company 
50%  of  their  wages  during  training. 

Adeo  Nicolai,  a  personnel  counselor  at 
Inland's  mammoth  Indiana  Harbor 
Works,  was  put  in  charge.  Candidates 
were  referred  by  the  employment  of- 
fices CABMS  works  with.  Nicolai  tested 


them  and  hired  those  best  qualified. 
"We  downplayed  the  fact  they  were  part  of 
a  special  program,"  he  says.  "We  didn't 
want  their  fellow  workers  to  label  them  as 
unemployable. "  Inland  actually  initially 
hired  39  people  to  fill  the  30  slots.  Of 
these,  28  completed  the  training  and  22 
are  still  with  the  company.  Inland  is 
satisfied  with  the  experience  and  has 
decided  to  do  it  again.  This  time,  though, 
because  of  union  requirements,  there 
will  be  no  apprenticeship  positions. 
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Daniel  Construction 
Houston 

A  Meeting  Of  Needs 

I     k    n  the  past  year  builder  Daniel 
I  International  has  trained  32  peo- 
I  pie  in  its  south  Houston  train- 
I  ing  facility.  All  of  them  were  fron 
I  the  Texas  Rehabilitation  Com- 
mission,  which  helps  people  who) 
have  mental  and  physical  disabilities; 
all  of  them  learned  to  be  welders;  and  al 
of  them  got  high-paying  jobs. 

"This  is  a  meeting  of  business  and 
social  needs,"  explains  William  A. 
Cobb,  manager  of  the  facility.  The  com- 
pany, which  is  headquartered  in  South 
Carolina,  opened  the  facility  in  1976  to 
train  people  for  a  large  job  it  was  doing 
for  Monsanto.  It  didn't  want  to  close  thd 
center  when  the  job  was  completed, 
says  Cobb,  "because  we  hope  for  others 
in  the  Southwest.  So  we  got  ourselves 
accredited  by  the  state  education  agency 
and  began  training  for  TRC." 

Daniel  is  paid  $6.75  per  hour  per  stu- 
dent by  TRC.  At  present,  Cobb  has 
fewer  students  than  he  can  handle,  so 
he's  offering  Daniel's  services  to  other 
government  agencies.  The  company 
would  like  to  break  even  on  the  facili- 
ty. In  the  event  Daniel  gets  a  new  con- 
struction job  in  the  area  and  has  to 
train  people  for  that,  says  Cobb,  "We'd 
be  able  to  continue  this  as  well." 


Welders  are  in  great  demand  these  days,  particularly  in  the  Southwest, 
where  the  oil  industry  is  booming  and  big  projects  are  getting  built.  When 
Judy  and  Walter  Oliver,  a  husband  and  wife  welding-instructor  team,  finish 
training  the  young  men  in  the  background,  all  from  the  Texas  Rehabilitation 
Commission,  they'll  almost  certainly  go  to  work  for  over  $9  per  hour.  The 
men  and  women  the  two  trained  over  the  past  year  averaged  $9.37. 
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"I  help  keep  your  workers 
safe,  and  that  could  help 
you  save  on 
Workers'Compensationr 


"I'm  a  Liberty  Mutual 
loss  prevention  specialist.  And  my 

specialty  is  helping  companies 
control  their  Workers'  Compensation 
Insurance  costs  by  helping  them 
control  their  losses. 

"I  go  into  our  policyholders' 
factories,  out  to  their  construction 
sites,  into  their  offices. 

"The  things  I  recommend  and 
the  changes  our  policyholders  make 

can  lower  the  risk  of  a  loss.  And 
lower  losses  lead  to  lower  premiums. 

"All  of  which  is  good  for  your 
workers  and  good  for  you. 

"For  more  information,  write  for 
our  free  booklet,  'The  Essential 
Elements  of  Workers'  Compensation.' 

Write  Liberty  Mutual,  Box  777-W, 
Boston,  Massachusetts  02116." 

(The  company  reserves  the  right  to  determine 
the  scope  of  its  loss  prevention  service 
for  each  policyholder.) 


LIBERTY 
MUTUAL 

Where  you  deal  direct. 


Liberty  Mutual  Insurance  Company/Liberty  Mutual  Fire  Insurance  Company/Liberty  Life  Assurance  Company  of  Boston/Home  Office  Boston  ©  1978. 

An  equal  opportunity  employer 


Annette  Frazier,  19,  with  a  baby  to  care  for,  says  "I  tried  maybe  because  I  don't  have  a  high  school  diploma."  VF 
getting  jobs  on  my  own  but  always  got  turned  down,    placed  her  as  a  typist  at  Human  Sciences  Press. 


training.  Then  it  is  12  weeks. 

YFI  is  now  doing  more  than  develop- 
ing jobs  and  placing  teenagers.  It  is 
crying  loudly  for  help.  In  an  effort  to  sti 
up  some  high-level  action  it  spent 
$38,000  of  its  hard-won  money  last  year 
on  a  powerful  booklet  called  "Our 
Turn  To  Listen"  and  sent  it  to  senators, 
congressmen,  governors,  mayors  and 
news  media  all  over  the  country.  It 
pleads  for  society  to  get  serious  about 
its  teenagers  problems,  and  proposes 
specific  steps  to  that  end.  Items:  lower 
the  age  for  driver  permits  and  other 
employment-related  licenses,  priva- 
tize government  work  like  road  repair 
and  park  improvement  to  employ 
youths,  extend  child  allowances  to  work 
ing  poor  families,  award  educational 
certificates  to  students  leaving  school  at) 
age  16  and  update  child  labor  laws. 
Even  if  all  the  steps  w  ere  taken,  howev^ 
er.  finding  jobs  for  young  people 
largely  depends  on  a  vibrant  economy.  / 
hard  enough  task  in  many  cities,  hard- 
er still  in  New  York.  ■ 


Vocational  Foundation,  Inc. 
New  York 

Crying  For  Help 


— ^  en  years  ago  New  York 
v    mjU  City's  Vocational  Founda- 

■       tion.  Inc.  was  able  to 

place  3,000  troubled  young 
people  in  beginners'  jobs. 
Last  year  it  placed  1,200. 
"The  main  problem  is  that  the  city  is 
constantly  losing  jobs,"  says  George  Car- 
son, VFI's  executive  director.  "In  the 
past  seven  years  it  has  lost  nearly 
700,000  positions." 

The  young  people  VFI  deals  with, 
moreover,  are  increasingly  troubled 
and  in  trouble — the  direct  result,  Carson 
and  his  colleagues  believe,  of  a  break- 
down in  the  criminal  justice  system  and  a 
breakdown  in  the  educational  system 
as  well. 

VFI  used  to  deal  with  16-  to  21- 
year-olds.  It  now  deals  onlv  with  teen- 
agers 16  to  19.  Of  the  2.000  it  tried  to 
help  last  year  77%  were  school  dropouts, 
48%  had  a  known  drug  or  correctional 
history,  37%  had  no  previous  work  ex- 
perience and  18%  were  receiving  pub- 
lic assistance. 


YFI  staffers  frankly  are  discouraged. 
Not  only  was  last  year  bad  but  they  don't 
see  much  sign  of  improvement.  Still 
they  keep  trying.  The  Foundation,  a  vol- 
unteer organization  supported  by  con- 
tributions from  individuals,  corporations 
and  foundations  and  government 
grants,  has  been  in  business  since  1937. 
Its  mission  has  always  been  to  help 
young  people,  especially  those  in  trouble 
with  the  law.  It's  never  been  easy. 

VFI  has  contacts  with  1.500  compa- 
nies but  finds  it  has  to  make  60  calls  to 
develop  one  job  and  has  to  develop  four 
jobs  to  make  one  placement.  Carson 
thinks  the  best  source  of  jobs  for  YFI 
clients  is  small  companies.  "A  new 
employee  can  get  more  individual  atten- 
tion in  such  companies,"  Carson  be- 
lieves. But,  he  adds,  if  a  person  is  read) 
for  it,  banks,  insurance  companies  and 
other  big  outfits  offer  more  long-term 
opportunity.  But  most  VFI  clients 
aren't  ready.  Their  average  job  tenure  is 
one  and  one-half  months,  unless  there 
is  government-supported  on-the-job 
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I    WHY  THE  VOLVO  264 
IOULD  BE  THE  BEST  CAR 
ITOU'VE  EVER  OWNED. 


Wed  like  to  say  it's  because  it's  a  Volvo. 

Or,  because  it's  the  best  Volvo  we  make. 

But  the  fact  is,  we  think  the  Volvo  264  could  be 
t  i  best  car  you've  ever  owned,  because  a  majority  of 
Ir  owners  think  it's  the  best  car  they 've  ever  owned. 

In  a  survey  conducted  by  K.  M.  Warwick 
Marketing  Research,  a  national  sampling  of  new  car 
iyners  were  asked:  "Would  you  consider  your 
resent  car  the  best  car  youVe  ever  owned?" 

The  responses  were  very  revealing.  More  Volvo 
liners  answered  "yes'*  than  the  owners  of  Lincoln 
[pntinentals,  Cadillac  Sevilles,  Chrysler  New  Yorkers 
id  53  other  models  from  Detroitf 

The  reason  for  this  is  something  you  have  to 
ive  a  Volvo  264  to  understand.  Only  then  can  you 
[fly  appreciate  the  feeling  of  a  luxury  car  that  has 
Hen  fit  together,  rather  than  slapped  together. 

Or  the  incredible  comfort  that  comes  not  just 


?y  conducted  among  owners  of  new  cars  bought  in  May.  19? 


from  the  264's  interior  roominess,  but  from  the 
Volvo's  superior  seats.  They  were  orthopedically 
designed  and  adjust  in  9  different  ways,  including 
from  "firm"  to  "soft"  against  the  small  of  your  back. 
(The  driver's  seat  even  heats  up  automatically  when 
the  temperature  drops  below  57°.) 

Of  course,  you'll  also  appreciate  the  civilities 
you  expect  to  find  in  other  luxury  cars.  Except  with  a 
264  you'll  appreciate  them  even  more,  because  they're 
standard.  There's  power-assisted  steering,  air  condi- 
tioning, sun  roof,  electrically  controlled  side  view 
mirrors,  power  windows,  tinted  glass,  metallic  paint 
and  leather  everywhere  you  sit. 

So  if  you're  among  the  fortunate  few  who  can 
afford  the  car  you've  always  dreamed  about,  maybe 
you  should  test  drive  a  car  you've  never  even 
thought  about. 

A  Volvo  264. 

\f  \MMJ%f' %2  ©  1978  VOLVO  OF  AMERICA  CORPORATION.  LEASING  AVAILABLE 


'OLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


To  nurture  the  finances  of  a  major 
fertilizer  producer  like  IMC, a  man  must  be 
a  no-nonsense  money  manager. 


V  1 


Darrell  L.  Feaker,  Treasurer,  International  Minerals  &  Chemical  Corporation. 


His  banker  must  be  the  same. 


Jonathan  W.  Strom,  Vice  President,  Chemical  Bank. 
Photographed  at  IMC's  phosphate  terminal,  Tampa,  Florida. 


ifeasurerof  International  Minerals 
[femical  Corporation,  Darrell  Feaker 
(is  his  company  inside  and  out. 
hi  Chemical  banker  Jon  Strom  has 
Ejto  do  the  same.  And  in  developing 
Kind  banking  relationship,  a  strong 
iifcnal  relationship  has  developed, 
liasn't  always  that  way.  When  Strom 
*iri  working  with  Feaker  nearly  four 
4  ago,  Chemical  Bank  was  gaining 
lipusiness-but  not  as  rapidly  as  it 
Kht  possible. 

Ffcognizing  IMC's  strong  interna- 
m til  position  in  chemicals  and 
tljultural  fertilizers,  Strom  moved 


quickly  to  help.  He  talked  with 
Chemical  Bank's  IMC  team  throughout 
the  world  wherever  the  bank  could 
contribute.  He  flew  to  London  to 
see  that  arrangements  went  smoothly 
on  a  major  line  of  credit.  He  helped 
IMC  open  up  a  new  market  in  the 
Caribbean  by  providing  export 
financing. 

Strom's  attention  to  IMC's  world- 
wide needs  did  not  preclude  Chemical's 
services  domestically.  Chemical's  Lock 
Box  and  ChemLink  services  now  help 
IMC  mobilize  its  cash. 

A  Chemical  disbursement  system 


helps  smooth  plant  payroll  operations 
nationwide.  And  while  Chemical  is 
one  of  nine  financial  institutions 
used  by  IMC,  it  has  become  the 
company's  chief  operating  bank  on  the 
East  Coast. 

Today,  Jon  Strom  knows  what  is 
expected  of  Chemical  Bank  and  Darrell 
Feaker  is  now  aware  of  the  capabilities 
of  his  banker  and  his  bank.  That's  what 
usually  happens  when  corporate  offi- 
cers get  together  with  Chemical  bank- 
ers. And  what  results  is  bottom  line 
benefits  for  both  the  company  and 
the  bank. 


ChemicalBaisk 

Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidjan,  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires,  Cairo, 
Caracas,  Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Milan,  Monrovia, 
Nassau,  Paris.  Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo,  Toronto,  Vienna,  Zurich. 


The  Cheetah  can't  protect  itself, 
let  alone  its  young. 

Are  you  protecting  all  you  should? 

The  Cheetah's  inability  to  cope  with  changes  in  its 
habitat  puts  it  in  a  tenuous  position.  It's  difficult  to  imagine 
such  a  threatened  animal prm  iding  security  to  others. 

If  you're  responsible  in  any  uay  for  the  protection 
of  an  industrial  property,  you're  also  responsible  for  protecting 

the  employees:  their  jobs  and  well -being. 
The  practice  of  loss  prevention  can  strengthen  that  protection. 

And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park.  Johnston.  Rhode  Island  0291 9 


After  The  Fall 


What  do  you  do  after  they've  said  they're  sorry — but  it's  over? 
Here's  what  nine  former  top  U.S.  executives  did. 


y  JEFFERSON  GRIGSBY 

happens  in  various  ways.  Swiftly  and  brutally  or  gradu- 
II V  and  gently.  Usually,  it's  called  getting  fired.  Maybe 
du  are  a  scapegoat.  Maybe  you  blew  it.  Maybe  you 
jbbed  the  board  the  wrong  way.  Sometimes,  it's  by 
noice.  The  ground  was  cut  out  from  under  you,  and  there 
aemed  nothing  to  do  but  resign.  It  doesn't  really  matter, 
all  hurts  the  same.  Chances  are  you  are  far  from  broke. 


You've  put  money  by.  There's  usually  a  cash  settlement 
or  a  "consultant"  arrangement.  Sometimes  you  could 
have  stayed  on,  with  a  fine-sounding  title  covering  a 
truncated  job.  But  it's  rough  all  the  same.  Yesterday  there 
was  the  corner  office,  the  chauffeured  Cadillac,  the  line  of 
people  waiting  outside  your  door.  Then,  the  loss  of 
power.  The  blow  to  the  ego.  The  sense  of  no  longer 
mattering  to  the  world.  That's  where  it  grabs. 
What  do  you  do  next?  Here's  what  nine  men  did. 


'estern  Pacific's  Perlman:  What  brought  down  the  Penn  Central? 
he  Pennsylvania,  he  says,  and  its  "speculative  real  estate." 


ALFRED  E.  PERLMAN 

He's  the  phoenix  of  the  Penn  Central. 

The  Penn-Central  Railroad  collapsed  with  a  mighty 
roar.  Stuart  T.  Saunders,  its  arrogant  former  chairman, 
is  in  obscure  retirement  in  suburban  Richmond,  Va. 
Dave  Bevan,  the  Penn  Central's  chief  financial  officer, 
is  in  Gladwyn,  Pa.  He's  spent  years,  in  and  out  of 
court,  holding  off  the  law — thus  far  successfully — for 
his  financial  shenanigans. 

Alfred  E.  Perlman  came  out  smelling  like  a  rose.  The 
third  member  of  the  Penn  Central  triumvirate,  fired 
two  weeks  before  America's  biggest  railroad  became 
America's  biggest  bankruptcy,  is  still  chipper  and  ener- 
getic at  the  age  of  75,  as  "chairman  emeritus"  of  the 
Western  Pacific  Railroad  in  San  Francisco.  "That's 
what  it  says  on  the  building  directory  downstairs,"  he 
says.  "On  my  contract  it  says  consultant." 

A  specialist  in  turning  around  sick  railroads,  Perlman 
made  his  reputation  at  the  Denver  &  Rio  Grande, 
which  he  restored  to  prosperity  after  it  had  gone 
bankrupt  four  times.  Hired  to  do  the  same  thing  with 
the  New  York  Central  in  1954,  he  stayed  on  to  become 
president  of  the  merged  Penn  Central  under  Saunders 
in  1968.  The  day  after  his  Penn  Central  contract  ex- 
pired, he  joined  Western  Pacific  to  help  turn  around  its 
own  ailing  railroad.  He  hasn't  completely  turned  it 
around  but  he  has  helped  make  it  a  better  operation — 
the  parent  company  is  paying  dividends  again  for  the 
first  time  since  1969. 

Perlman  lives  in  Hillsborough,  Calif,  19  miles  down 
the  San  Francisco  peninsula.  "It's  a  beautiful  place,"  he 
says.  "I  went  to  school  at  Santa  Monica  and  Hollywood 
Union  High,  so  California  is  my  old  horrie  country.  I'm 
getting  some  golf  in.  I  do  a  lot  of  swimming  and  a  little 
bicycling." 

He  speaks  proudly  of  "our  gang"  from  the  New  York 
Central — as  opposed  to  the  Pennsy's  stuffy  Philadel- 
phia crowd.  Says  he:  "Wayne  Hoffman  is  running 
Flying  Tiger  Airlines.  John  Kenefick  is  running  the 
Union  Pacific  Railroad.  Chick  Ireland  was  president  of 
CBS.  There's  a  Central  man,  Jim  Boisi,  who's  execu- 
tive vice  president  of  J. P.  Morgan  and  Walter  Grant 
was  at  Con  Edison  and  Bob  Slater  is  at  CF&I. 
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HERBERT  P.  PATTERSON 

"If  you  want  to  play  God,  you're 
going  to  miss  it.  I  don't  miss  it." 

In  October  of  1972,  Herbert  Patterson, 
the  tall,  good-looking  president  of  Chase 
Manhattan  Bank,  got  the  ax.  He  had 
been  named  president  of  Chase  in  1969 
at  the  age  of  43,  and  was  fired  by  Chair- 
man David  Rockefeller  after  the  bank, 
which  in  1968  had  nearly  as  much  in 
assets  and  more  in  deposits  than  the 
world's  then-largest.  Citibank,  kept  fall- 
ing farther  and  farther  behind. 

After  leaving  Chase,  Patterson  spent 
four  years  with  Marshalsea  Associates, 
Inc.,  a  Manhattan  financial  consulting 
firm,  before  starting  Stonover  Co.,  his 
own  firm,  last  year.  Does  he  miss  the 
pomp  and  power  of  Chase?  He  answers 
indirectly:  "I  think  you  probably  work 
harder  running  your  own  business  than 
you  do  at  any  other  time,"  he  says,  "be- 
cause if  you're  not  working,  nobody  is 
making  any  money.  But  it's  the  greatest 
freedom  in  the  world.  I  went  to  a  busi- 
ness banquet  the  other  night.  I  used  to 
go  to  a  great  many  of  those  every 
month — sometimes  five  nights  a  week. 
This  is  the  first  one  I've  been  to  in  years, 
and  I  think  that's  good." 


Patterson  Of  Stonover:  Functioning  as  his  clients'  "outside  director"  is  more  fun. 


"As  for  the  rest,  if  you  are  interested 
in  prestige  and  power  and  you  want  to 
play  God  with  people  s  lives,  you  obvi- 
ously are  going  to  miss  it.  I  wasn't  inter- 
ested in  prestige  or  power  or  playing 
God.  I  don't  miss  it  at  all. 


"I  have  never  discussed  with  am  boa 
my  experience  at  Chase,  and  I  don'l 
intend  to.  But  when  you  consider  vvha( 
has  happened  in  the  banking  business 
overall  in  the  last  five  years,  I  say  I 
well  out  of  it.  " 


ROBERT  H.  ANDERSON 

The  rescue  of  the  W.T.  Grant  Co.  would  have  been 
a  spectacular  achievement — if  it  had  worked. 

It  takes  a  supremely  self-confident  executive  to  try  saving  a 
company  that  has  just  lost  S177  million  in  one  year.  Robert 
Anderson  is  that.  A  tough  retailer  who  rose  up  through  the 
ranks  at  Sears,  Roebuck,  to  become  a  vice  president-retail 
merchandising,  he  came  to  failing  W.T.  Grant  as  president 
(later  chairman)  in  May  of  1975  under  a  five-year.  81.5-miIliol 
contract  guaranteed  by  Grant  s  panicky  banks.  But  the  rescud 
didn't  come  off.  Bob  Anderson  presided  over  the  second 
largest  bankruptcy  in  U.S.  history 

Not  that  he  didn't  try,  Anderson  closed  more  than  half  ol 
Grant's  1,069  stores,  slashed  its  payroll  proportionately,  ren 
vised  its  retail  lines  and  designed  a  smaller,  regional  "new 
Grant."  The  "new  Grant"  never  got  off  the  ground.  A  team  ol 
young  Grant  executives  dispatched  to  the  field  reported  tha( 
things  were  worse  than  anyone  thought.  Slow-moving  mer-j 
chandise  was  clogging  the  sales  flow,  and  so  many  stores  were) 
in  the  red  that  the  losses  in  1976  could  be  as  high  as  $350 
million,  according  to  some  sources  in  the  company.  In  Octobeil 
Anderson  put  Grant  in  Chapter  XI  of  the  bankruptcy  law  s.  The 
following  February  the  banks  pulled  the  plug.  In  April  1976, 
almost  exactly  a  year  after  he  arrived,  he  resigned. 

Anderson  now  operates  a  consulting  business,  Robert  H. 
Anderson,  Inc.,  in  New  York.  He  won't  talk  specifically  about 
Grant  because  he  is  among  the  defendants  in  shareholder 
litigation  resulting  from  the  collapse. 

Some  of  the  advice  he  gives  his  clients,  however,  may 
amount  to  lessons  learned:  "The  chief  weakness  of  a  retail 
balance  sheet  is  that  it  can't  properly  reflect  the  role  of 


Consultant  Anderson:  The  stakes  get  bigger  all  the  time/'  he 
says,  for  retailers  who  amass  big  concentrations  of  debt. 
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jventory.  The  assumption  is  that  inventories,  among  cur- 
nt  assets,  are  highly  liquid.  Nothing  could  be  further 
am  the  truth  [without]  inventory  aging  [and]  a  policy  of 
arkdowns." 

Or  planning,  the  missing  ingredient  in  the  pell-mell  expan- 
pn  of  the  Sixties  that  brought  Grant  down  in  the  Seventies: 
Vnv  plan  worth  dealing  with  has  to  have  the  discipline  of 
tneil  and  paper.  You  can  look  at  two  chains,  and  they  look  like 
[e  same  company,  but  one  is  making  money  and  one  isn't. 


The  difference  is  a  plan."  He  could  have  been  talking  about 
Grant,  which,  lacking  a  proper  plan,  made  hash  out  of  a 
business  that  made  K  mart  rich. 

Does  he  miss  being  an  executive?  "I  spent  too  many  years  in 
corporations,  where  it  took  months,  years,  to  convince  people 
to  do  things.  I  enjoy  what  I'm  doing  now.  I  have  no  interest  in 
going  back  into  a  retailing  operation.  I  was  with  Sears,  after  all, 
so  I've  been  with  the  best." 

And  with  the  worst. 


IEORGE  E.  KECK 

ow  to  retire  with  $8  millio 
stead  of  a  gold  watch. 


pe  handpicked  successor  of  William  A. 
jttterson,  patriarch  of  United  Air  Lines, 
leorge  Keck  became  UAL  president  in 
1)63  and  chief  executive  officer  when 
ptterson  retired  in  1966.  The  skies  were 
lendly  enough  until  1970,  when  rising 
v>ts  and  slowing  traffic  raised  hell  with 
lAL's  big  expansion  program  and  the 
rline  lost  $41  million. 
In  a  sudden  boardroom  coup  late  that 
•ar.  UAL's  directors  replaced  Keck 
ith  Edward  E.  Carlson,  chairman  of 
[e  Western  International  Hotels  chain 
!AL  had  acquired  months  before. 
Keck  moved  to  Portland,  Ore.  where 
e  had  been  stationed  during  World  War 
j,  to  become  chief  executive  of  Colum- 
|a  Corp.,  a  S150-million-sales  wood 
roducts,  malting  and  industrial  con- 
bmerate  that  turned  out  to  be  a  consid- 
able  windfall  for  its  stockholders,  in- 
iiding  Keck  (who  had  75,000  shares), 
i  In  late  1975,  Univar  Corp.  of  Seattle 
ade  Columbia  an  offer  it  couldn't  re- 
se  for  the  malting  business.  The  $35- 
illion  offer  (compared  to  SlO-million 
>ok  value)  was  so  good,  Keck  says,  that 
fr  tax  reasons  "prudence  dictated"  liqui- 
iting  the  whole  company  and  distribut- 


Oregonian  Keck:  "I've  gotten  to  the  age  where  I  don't  want  to  be  fuliy  occupied.  I 
like  the  fishing  here,  and  the  golf."  He  should  be  able  to  afford  it,  too. 


ing  it  to  the  shareholders.  Keck  is  wind- 
ing up  a  few  last  details,  and  then  he  will 
stay  in  Oregon — with  nearly  $8  million. 
That's  a  lot  better  than  he  would  have 
done  financially  at  UAL.  How  many  big 
corporate  bosses  retire  with  that  much 
boodle? 

How  does  he  think  his  successors  have 
fared   at    United?   Keck   says  tersely: 


"Overall,  United  has  done  very  well." 
But  he  adds:  "History  keeps  repeating 
itself.  The  industry  now  is  in  a  great 
giveaway  race  on  fares.  The  blood  will 
flow  in  the  streets  when  the  economy 
turns  down  again." 

Keck  should  know.  In  1970  some  of 
that  blood  was  his.  But  the  way  it  turned 
out,  he's  not  complaining. 


anford's  Miller:  "In  retrospect,  I  think  I  lucked  out,"  he  says.  "In  my  whole 
link  I  have  never  been  happier  and  more  satisfied  than  I  am  now." 


ife  I 


ARJAY  MILLER 

"You  can  say  'no'  to  things. 
You  can  make  things  happen." 

One  of  the  ten  Whiz  Kids  (World  Bank 
President  Robert  McNamara  was  an- 
other) hired  out  of  the  Pentagon  by  the 
Ford  Motor  Co.  after  World  War  II, 
Arjay  Miller  became  its  president  in 
1963  at  age  46.  Five  years  later  Henry 
Ford  II  kicked  him  upstairs  to  the  post  of 
vice  chairman  and  brought  in  Semon 
Knudsen  (who  himself  lasted  only  20 
months).  In  1969  Miller  left  to  become 
dean  of  the  Stanford  University  Gradu- 
ate School  of  Business.  It's  an  ivory 
tower  far  from  the  tough  world  of  making 
cars,  but  Miller  has  done  a  lot  with  it.  In 
two  national  polls  of  students  and  deans, 
Stanford  was  voted  the  country's  best 
business  school  over  Harvard. 

Stanford  doesn't  stress  the  time-hon- 
ored "case  study"  approach  to  business 
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as  much  as  H'arvard.  It  also  has  a  sub- 
stantial mix  of  public  management 
courses.  Says  Miller:  "The  public  sector 
now  accounts  for  one-third  of  the  gross 
national  product.  The  most  difficult  man- 
agement decisions  are  now  in  the  public 
sector.  And.  as  New  York's  financial  crisis 
shows,  many  executives  in  private  corpo- 
rations now  are  spending  a  third  to  a  half  of 
their  time  helping  with  public  problems.  " 
Stanford  turns  out  about  300  graduates 


a  year.  "It's  the  hardest  business  school 
in  the  country  to  get  into."  Miller  says 
proudly.  "Last  year  we  had  4.251  appli- 
cants for  308  openings.  Choosing  among 
them  isn't  easy;  we're  not  only  try  ing  to 
choose  the  people  who  will  be  general 
managers.  5,  10  or  20  years  out,  but 
trying  to  determine  how  the  environ- 
ment is  going  to  change  by  that  time, 
and  then  training  them  to  operate  in  it. 
"I'm  not  bitter  about  Ford,"  he  savs. 


In  fact,  he  is  still  on  its  board  "But  a  toj 
of  fun  has  gone  out  of  the  automobile 
business  Now.  the  government  is  prac 
tically  running  it." 

Shifting  careers  is  not  easy,  Millei 
says.  He  concedes  he  wouldn't  havj 
made  a  move  if  he  hadn't  been  pushed 
"But  more  people  ought  to  consider  it,' 
he  says.  "It  teaches  you  that  sou  can  sai 
No'  to  things.  You  can  make  things  hap 
pen  for  yourself." 


ARTHUR  R.  TAYLOR 

Bill  Paley  doesn't  like  being  number  two  even  if  you  try  harder 
That's  why  Taylor  is  working  with  Nelson  Rockefeller. 

A  Phi  Beta  Kappa  Renaissance  history  scholar  at  Brown  University,  ai 
expert  on  Samuel  Insull.  a  financial  whiz  at  First  Boston  Corp.  an< 
International  Paper.  Arthur  Taylor  seemed  the  perfect  choice  to  run  CBS  ii 
1972.  It  had  been  the  number  one  television  network  for  20  years,  but  it 
diversifications  were  a  disaster  and  its  controls  weak — and  those  werj 
Taylor's  specialties. 

Taylor  fixed  a  lot  of  those  problems  during  his  four  years  as  CBJ 
president.  Trouble  was,  CBS  stopped  being  number  one.  Starting  in  1975 
CBS'  cadre  of  brilliant  programming  talent  drained  away.  On  Oct.  13.  1976 
CBS  aging  strongman,  William  S.  Paley,  called  Taylor  into  his  office.  It  wa 
a  short  meeting.  Ninety  minutes  later  the  CBS  board  accepted  Taylor] 
resignation.  His  replacement — ironically:  John  Blake,  the  man  Taylor  hai 
brought  in  to  turn  around  CBS'  publishing  operations. 

Taylor  never  seemed  comfortable  with  the  high  visibility  of  a  nerworl 
president,  and  in  the  year  and  a  half  since  he  left  CBS.  he  has  been  as  close 
to  invisible  as  possible.  He  is  now  working  with  former  Vice  President 
Nelson  Rockefeller  and  George  Woods,  former  head  of  the  World  Bank,  ol 
Sarabam  Corp.,  a  proposed  development  corporation  that  would  use  Saud 
Arabian  oil  money  to  develop  new  sources  of  food  and  energy  in  the  U  S 
and  in  the  underdeveloped  world.  His  offices  are  in  Manhattan. 

That's  about  all  you're  going  to  know  about  it — for  now.  "I  hate  to  have  at 
interview  where  I  have  to  say  I  can  t  talk  about  that.  Taylor  say  s,  "bu) 
we  re  at  the  stage  in  these  matters  where  I'd  have  to  say  that. 

Taylor  Of  Sarabam  Corp.:  Keeping  a  low  profile  with  highly  placed  people 


GRANT  C.  GENTRY 

Price  and  Pride  didn't  seem  to  be  working,  so  A&P's  chair 
man  tried  a  new  approach.  It's  called  the  squeeze  play. 


Last  month  Grant  Gentry  moved  back 
home  to  Chicago  from  his  suburban 
Ho-Ho-Kus,  N.J.  home.  At  53  he  is 
also  joining  the  elephant's  graveyard  of 
the  aborted  executive  career,  the  man- 
agement consulting  business. 

Gentry  became  president  of  the  Great 
Atlantic  &  Pacific  Tea  Co.  in  1975  after  a 
long  career  with  Jewel  Cos.  New  Chair- 
man Jonathan  L.  Scott  brought  Gentry  in 
to  help  turn  A6cP  around. 

Price  and  Pride  may  be  a  good  ad- 
vertising slogan,  but  A&P's  new  man- 
agement had  trouble  translating  it  into 
increased  earnings.  The  strain  began  to 
show.  In  1977,  Scott,  a  former  Albert- 
son's, Inc.  executive,  brought  in  for- 
mer Albertson's  President  David  W. 
Morrow  over  Gentry  to  serve  as  vice 
chairman.  Last  November  Gentry  sud- 
denly resigned. 


He  is  joining  the  management  con- 
sulting firm  of  Adamy.  Foley  (whose 
name  will  become  Adamy.  Foley  & 
Gentry).  Each  of  the  partners  has  ex- 
pertise in  a  different  area  of  the  retail- 
ing process.  Gentry  says,  so  "we  con- 
centrate on  getting  the  manufacturer, 
processor  or  distributor  to  understand 
the  problems  of  the  food  retailer. 

"I  don't  feel  it  would  be  appropriate 
for  me  to  say  any  thing  with  respect  to 
A&P.  Gentry  says.  Okay,  but  does  he 
miss  running  a  big  company?  He 
chuckles  ruefully.  "How  do  you  answer 
that?"  he  says — and  his  silence  is  loud- 
er than  words. 


Consultant  Gentry:  In  World  War  II, 
he  served  with  the  1 1th  Airborne  Divi- 
sion; now  he's  one  of  A&P's  wounded. 
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There  aie  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Impenal  Bank  of  Commerce-over 
$3 1  billion  (Canadian)  strong-has  been  involved  in 
worldwide  energy  development  for  years.  And  we 
are  stepping  up  our  involvement. 

We  participated  in  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considering. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electric  com- 
plexes, from  Norway  to  the  Near  East.  As  'The  Ideas 
Bank!  good  ideas  are  our  stock  in  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Impenal  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  willing 
to  listen.  'The  Ideas  Bank! 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office  -  Commerce  Court.  Toronto  M5L  1 A2,  Canada  New  York  Agency  22  William  St ,  N  Y  10005  •  (212)825-7000 
Over  1,700  branches  in  Canada,  branches  or  representative  offices  in  major  business  centres  worldwide 


It's  how  we  find  a  need 


You're  a  contractor  with  a  c 
dig  or  a  farmer  with  seed  tc 
You  need  a  part — fast!  Thi 
AIDS— Automated  Invento 
tribution  System— the  chan 
very  good  you'll  find  the  part 
Case  dealer.  If  it  isn't  there,  il 
picked  from  the  200,000  part: 
of  Case's  regional  depots 


a  haystack  of  parts. 


warehouse  and  shipped 
c  itely. 

•uch  computerized  perfor- 
e  s  dramatic,  more  revealing 
stem's  sophistication  is  the 
)  AIDS  selects  and  sends  out 
3>arts  a  day  to  2,000  dealers 
•  ional  depots.  This  Case- 


designed  system  is  considered  a 
model  in  the  industry. 

Doing  something  about  customer's 
needs  after  the  sale  is  one  reason 
why  Case  is  one  of  the  world  leaders 
in  machinery  for  construction  and 
farming. 

For  a  comprehensive  new  brochure 


aDOut  J  I  Case,  its  total  operations 
and  product  lines,  write:  Communi- 
cations and  Public  Affairs,  J  I  Case 
Co.,  Dept.  OFA2,  700  State  Street, 
Racine,  Wisconsin  53404. 


J  I  Case 

A  Tenneco  Company 


doing  something  about  it. 


In  1837,  three  years  before  Samuel  Morse 
patented  his  telegraph,  Sir  William  Cooke  and 
Professor  Charles  Wheatstone  patented  theirs. 
The  first  electric-current  telegraph,  it  used  a 
series  of  little  fingers  that  pointed  to  letters  and 
spelled  out  messages.  Though  hailed  by  many, 
it  had  at  least  one  detractor.  He  was  aboard  a 
London-bound  train  in  1845,  when  news  of  his 
presence  was  telegraphed  ahead.  He  was  met 
by  London  police  and  promptly  arrested. 


Sir  Wm.  Cooke  and 
Professor  Wheatstone 
we  still  read  you. 


Look  where  the 

science  of  communications  is  now. 

Man's  early  desire  to  communicate  beyond  the 
range  of  his  eyes  and  voice  gave  rise  to  today's 
science  of  communications.  Through  that  science, 
signals  for  visual  and  verbal  messages  have  already 
connected  many  parts  of  the  world.  The  signals 
travel  at  speeds  up  to  186,000  miles  per  second, 
spanning  neighborhoods,  continents  and  oceans  — 


as  well  as  the  oceans  of  space  between  planets. 

The  quest  still  goes  on  for  communication  im- 
provements and  for  methods  that  don't  yet  exist. 

In  the  thick  of  it  all  you'll  find  Rockwell  science, 
working  with  everything  from  microprocessors  to 
space  satellites. 

Additional  information  appears  in  our  annual 
report.  Write  Rockwell  International,  Department 
815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


1976  was  the  safest  year  in 
U.S.  airline  history. ..  signifi- 
cant, when  you  consider  that 
2,300  airliners  flew  220  mil- 
lion passenger  miles  while 
setting  that  record.  And 
95%  of  U.S. -built  jetliners 
relied  on  Rockwell-Collins 
components  to  do  it:  com- 
munications, navigation  and 
flight-control  equipment  — 
the  same  equipment  used 
worldwide. 


Rockwell  is  building  NAV- 
STAR  satellites  for  the  U.S. 
Department  of  Defense  that 
will  soon  provide  a  revolu- 
tionary new  means  of  land, 
sea,  air  and  space  naviga- 
tion. In  the  1980  s,  travellers 
using  special  receivers  will 
be  able  to  calculate  their 
global  positions  to  within  30 
ft.,  their  exact  speeds  and 
the  correct  time. 


Untii  recently,  the  type 
your  morning  newspaper  was 
laboriouslv  set  at  15  column 
lines  per  minute.  But  now 
there's  Rockwell-Coss  .elec- 
tronic equipment  that  works 
at  a  speed  of  1,000  lines  per 
minute.  That's  66  times  faster. 


Manv  companies  with  hig 
volume  communicat'Oi 
have  turned  to  our  Collii 
Microwave  Svstems  Divisio 
the  largest  independent  U. 
supplier  of  microwave  comm 
nications  svstems.  A  sing 
beam  of  microwaves  can  car 
up  to  2,400  conversations. 


Rockwell  Internatiorw 

...where  science  gets  down  to  busine 


IRVING  B.  KAHN 

'I  paid  my  debt — and  people  have  recognized  that." 


roadband's  Kahn:  He  owns  one  corn- 
any,  controls  another,  is  starting  others. 
Other  than  that,  I've  been  loafing." 


Former  press  agent  Irving  Kahn  was  the 
visionary  and  chief  huckster  of  the 
"wired  nation,"  who  built  his  Tele- 
prompter  Corp.  into  the  country  's  larg- 
est cable  television  company  and  cre- 
ated a  glittering  glamour  stock  in  the 
Sixties.  When  he  fell,  it  was  to  disas- 
trous depths. 

In  1973  Kahn  went  to  prison  for  con- 
spiring to  bribe  city  officials  in  Johns- 
town, Pa.  for  the  award  of  a  cable  fran- 
chise. Released  in  1974,  he  now  owns 
Broadband  Communications,  Inc.,  a 
company  that  helped  bring  some  of  the 
first  nationwide  pay-cable  programming 
to  the  home  tube. 

He  also  has  interests  in  Fiber  Commu- 
nications, Inc.,  of  Wallingford,  Conn.,  a 
fiber-optics  manufacturer.  He  is  the  con- 
trolling stockholder  in  two  venture-cap- 
ital companies  developing  laser-light 
sources  and  connectors  for  optical  com- 
munications. He  manages  several  small 
cable  systems  in  New  Jersey  and  owns  a 
couple  more,  "and  I'm  in  the  process  of 
building  some  more." 

Now  60,  Kahn  has  lost  none  of  his 
zeal.  "Fiber  optics  is  going  to  become 
the  basic  medium  of  communications  as 
opposed  to  wire  as  we  know  it,"  he  says. 


"It's  not  going  to  happen  in  seven  sec- 
onds, but  it  is  absolutely  going  to  hap- 
pen. When  [Teleprompter  was]  building 
our  system  in  Manhattan,  it  cost  us  as 
much  as  $150,000  a  mile  to  put  the  cable 
down  and  it  took  us  about  three  years  to 
get  the  telephone  company  to  share  duct 
space.  If  fiber  had  been  available  we 
wouldn't  have  needed  one-tenth  of  the 
cost  and  space." 

What  makes  Irv  ing  Kahn  run?  "It's  not 
the  money,"  he  says.  "I  could  have  re- 
tired. But  that  works  for  about  one  week. 
Then  you  have  to  do  something." 

Was  it  hard  to  get  started  again?  "For 
a  while,  it  was  very  difficult,"  he  says. 
"But,  you  know,  I  paid  my  debt  and 
people  have  recognized  that.  Chase 
Manhattan  Bank  stood  by  me;  in  fact,  I 
have  as  good  a  relationship  with  them  as 
I've  ever  had." 

Kahn  lives  in  Mamaroneck,  a  suburb 
of  New  York  City,  "in  the  same  house 
where  I've  lived  for  the  past  20  years," 
and  commutes  to  his  Park  Avenue 
offices. 

"I'm  not  saying  it  hasn't  been  an  emo- 
tional problem,  "  he  says.  "But  if  you  look 
back,  you  always  have  problems."  Kahn 
isn't  looking  back. 


W.  RICHARD  GOODWIN 

He  took  Johns-Manville  to  Colorado.  So  why  leave? 

ne  of  those  experts  who  jump  from  consulting  with  a  company  to  running 
Dick  Goodwin  spent  seven  years  at  Johns-Manville  Corp.,  six  of  them  as 
esident  and  chief  executive.  An  experimental  psychologist  with  a  Stan- 
rd  Ph.D.,  Goodwin,  .53,  worked  for  the  Rand  think  tank  in  Santa  Monica, 
alif. ,  and  designed  systems  for  the  Air  Force  before  starting  his  own 
insulting  business  in  New  York  and  teaching  night  school  at  New  York 
niversity's  Graduate  School  of  Business.  Johns-Manville  retained  him  to 
;velop  a  planning  system  for  one  of  its  divisions  in  1968.  Nine  months  later 
?  became  vice  president  for  corporate  planning;  in  1970,  president  and 
lief  executive. 

Goodwin  reorganized  J-M's  corporate  structure,  doubled  capital  expen- 
tures,  added  $150  million  in  new  long-term  debt,  moved  headquarters 
it  of  New  York  to  a  valley  near  Denver  with  a  panoramic  view  of  the  Rocky 
fountain  foothills — at  a  cost  of  $66  million. 

t  The  directors  might  have  put  up  with  Goodwin's  horn-rimmed  profes- 

l»r's  glasses  and  modishly  long  hair,  his  love  of  publicity.  But,  alas,  J-M's 
irnings  stagnated  for  the  first  four  years  of  his  stewardship.  Out  he  went, 

h  Sept.  3,  1976.  The  explanation,  frank  enough:  "Personality  conflict." 
How  does  a  psychologist  react  to  getting  fired?  "I  was  shocked,  stunned," 

lys  Goodwin.  "But  I  decided  it  was  very  important  not  to  make  any  rash 
■cisions.  The  Monday  after  I  got  back  to  Denver  I  went  out  and  rented  an 
fice  and  hired  a  part-time  secretary.  Then  I  sat  down  and  started  to  sort 

|irough  what  I  would  do  next." 
That  turned  out  to  be  Goodwin  Cos.,  Inc.,  a  miniglomerate  in  Littleton, 
olo. ,  a  Denver  suburb.  The  companies  include  a  cellulose  insulation 
anufacturer,  a  venture-capital  company,  a  contracting  company  and  a 
int-venture  urban  renewal  project. 

"I  think  I  made  a  contribution  at  Johns-Manville  that's  going  to  stand  for  a 
ng  time,"  says  Goodwin.  "So  I'm  satisfied  with  that  aspect  of  it.  I'm  not 
tisfied  with  my  own  performance  in  terms  of  getting  along  with  my  board, 
iviously,  but  I  guess  I  wasn't  sufficiently  aware  diat  I  wasn't."  ■ 


Entrepreneur  Goodwin:  "I  looked  [and]  found 
people  who  wanted  to  do  something  different." 
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CallOPPD. 

Ask  for  Tom  Gage. 


He'll  tell  you 
about  our  foreign 
trade  zone. 

Omaha  is  one  of  the  few  cities  in 
the  U.S.  designated  a  foreign  trade 
zone.  Foreign  and  domestic  goods 
may  be  stored  indefinitely— no  duty, 
no  bonds,  no  quota  restrictions  in 
the  zone.  Tom  can  tell  you  about  it. 
He  can  show  you  our  new  survey 
of  the  Missouri  River,  a  major 
waterway  that  can  cut  your  trans- 
portation costs  North  and  South. 
Omaha-Southeastern  Nebraska  has 
dependable  electric  power  at 
reasonable  rates  produced  by 
western  coal  and  nuclear  fuel. 
So  if  you  want  a  site  with  terrific 
water  transportation,  plus  plenty 
of  power  now  and  in  the  future, 
Tom's  your  guide.  Get  the  specific 
information  you  need  on  key  plant 
considerations.  Call  Tom  at 
(402)  536-4347. 

Omaha  Public  Power  District 

Member:  Mid-Continent  Area  Power  Pool 
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(Complete  or  attach  business  card)  2" 

Tom  Gage,  Manager  of  Area 
Development 

Omaha  Public  Power  District 
1623  Harney  St. 
Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name 
Title  


Company 
Address  _ 
City  


State . 


-Zip- 


Good  Fences  Do  Mot 
Make  Good  Neighbors 

The  Common  Market  has  erected  high  barriers  against 
the  U.S.  farmer.  But  protectionism  is  a  two-edged 
sword,  and  the  U.S.  is  in  a  tough  negotiating  mood. 


By  MARILYN  DAMMERMAN 

With  a  population  bigger  than  the 
U.S.',  but  with  much  less  prime  farm- 
land, the  European  Economic  Commu- 
nity should  be  a  great  potential  grain 
market  for  American  agriculture.  But 
don't  count  on  it.  The  current  round  of 
General  Agreement  on  Tariffs  &  Trade 
(GATT)  talks  in  Geneva  is  almost  hope- 
lessly hung  up  on  agriculture.  Head  ne- 
gotiator Robert  Strauss  has  warned  that 
he  won't  come  home  with — and  Con- 
gress won't  accept — an  agreement  that 
doesn't  open  things  up  for  U.S.  farm 
produce  in  Europe.  No  settlement  on 
grain,  in  other  words,  means  no  settle- 
ment on  shoes,  steel,  textiles  or  anything 
else.  The  U.S.  is  talking  tough.  But  so 
are  the  Europeans,  who  are  even  more 
in  the  grip  of  their  farm  lobbies  than  are 
U.S.  congressmen.  The  Common  Mar- 
ket countries,  arm-twisted  by  their  tiny 
minority  of  farmers,  have  adopted  what 
they  refer  to  as  a  Common  Agricultural 
Policy.  Under  the  rhetoric,  the  CAP  is 
basically  an  agreement  to  keep  Europe- 
an farmers  prosperous  at  the  expense  of 
European  consumers  and  at  the  expense 
of  free  trade. 

Largely  as  a  result,  food  takes  a  bigger 
chunk  out  of  European  family  budgets 
than  American  family  budgets — between 
24%  and  37%  for  Europeans,  compared 
with  only  18%  for  Americans.  Thanks  to 
the  CAP,  European  milk  powder  is  near- 
ly six  times  the  world  price,  butter  tour 
times,  wheat  and  beef  twice  the  world 
price.  Belgian  fat  cattle  were  80  cents  a 
pound,  U.S.  cattle  57  cents;  and  French 
hogs  were  65  cents  a  pound,  U.S.  hogs 
46  cents.  Variable  tariffs,  which  "float" 
with  the  price  differentials  between  Eu- 
rope and  the  outside  world,  keep 
cheaper  U.S.  products  out  (except  for 
soybeans,  which  don't  grow  well  in  Eu- 
rope). Should  a  farm  commodity  fall  be- 
low a  minimum  price,  the  EEC  is 
obliged  to  buy  it  up.  The  resulting  butter 
and  beef  mountains  and  wine  lakes  are 
often  sold  off,  at  subsidized  prices,  in 
export  markets  where  U.S.  products 
compete. 

In  practice,  the  Common  Agricultural 
Policy  keeps  afloat  even  the  least  effi- 
cient farmers — which  means,  of  course, 
that  really  efficient  farmers  get  rich  at 
the  expense  of  the  consumer.  It's  as  it 


the  U.S.  ordered  General  Motors  and 
Ford  to  raise  car  prices  in  order  to  make 
sure  that  American  Motors  could  do  so, 
too,  and  thus  operate  at  a  profit. 

Nor  is  the  European  consumer  the) 
only  victim.  Support  and  stockpiling  op\ 
erations  cost  the  Common  Market  coun-i 
tries  a  staggering  $20  billion  in  1976) 
alone,  a  burden  which  had  to  be  passed 
on  to  taxpayers. 

The   Europeans   themselves  are 


far 


Negotiator  Strauss:  He  won't  come 
home,  he  says,  without  an  agreement 
that  opens  things  up  for  the  U.S. 


from  satisfied  with  a  policy  that  encour- 
ages production  while  discouraging  con-i 
sumption.  But  since  farmers  are  thel 
most  politically  powerful  lobby  in  the| 
EEC — and  stand  to  become  more  so  as) 
Greece,  Spain  and  Portugal  are  admitted! 
over  the  next  decade — dismantling  a  sys-i 
tern-  that  protects  them  from  the  vagaries| 
of  world  trade  is  out  of  the  question. 
Rendering  the  Common  Agricultural 
Policy,  as  it  is  now  formulated,  compati- 
ble with  U.S.  demands  for  trade  conces- 
sions is  probably  impossible.  EEC  agri-i 
culture  official  Michel  Jacquot,  who  isi 
doing  much  of  the  negotiating  with  the 
U.S.,  was,  according  to  a  secretary  in  hisi 
department,  "on  the  verge  of  a  break- 
down" last  month  after  a  difficult  round.  | 
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hrough  the  years,  we've  been  able  to  say  "\fes"to  risks, 
because  we've  known  when  to  say  "No!' 


CHUBB 

Group  of  Insurance  Companies 

ioo  William  Street,  New  York,  N.Y.  10038 


Forming  Battalions:  French  farmers  have  been  traditionally  quick  to  take  to  the  streets  (above,  in  1976)  to  protest  crop  prices. 


W  hat  the  U.S.  negotiators  want  most 
of  all  from  the  EEC  is  greater  access  to 
European  grain  markets.  In  broader 
terms,  the  U.S.  would  like  to  see  Euro- 
pean farm  price  levels  bear  a  closer  rela- 
tion to  world  market  prices  so  that  Euro- 
pean production  would  rise  when  world 
supply  is  tight,  fall  when  there  is  a  world 
oversupply.  Right  now  the  U.S.  wants 
European  prices  reduced  substantially 
enough  to  increase  consumption  of  such 
things  as  wheat,  barley,  oats  and  corn  so 
that  American  farmers  can  have  a  bigger 
market  in  Europe.  There  would,  of 
course,  have  to  be  European  tariff  reduc- 
tions as  well.  Finally,  the  U.S.  wants 
Europe  to  cut  back  its  S3-billion-a-year 
export  subsidies.  "The  producer  with  the 
greatest  comparative  efficiencies  should 
get  the  benefits  of  that  efficiency  in 
terms  of  share  of  world  trade."  says 
Thomas  Savior,  associate  administrator 
of  the  U.S.  Foreign  Agricultural  Service 
and  one  of  the  Geneva  negotiators.  "In 
agriculture,  that  is  the  U.S." 

Adolfo  Pizzuti.  the  EEC's  top  foreign 
affairs  official  for  agriculture,  finds  these 
proposals  "amusing."  A  jocular  Italian, 
Pizzuti  uses  his  carefully  manicured 
hands  to  bridge  with  gestures  the  occa- 
sional lapses  in  his  English.  "We  may  be 
willing  to  offer  the  U.S.  greater  access  to 
our  markets  for  its  grains.  But  who  is 
going  to  absorb  the  increased  European 
meat  and  dairy  production  which  results 
from  expanded  grain  consumption?  In 
exchange,  the  U.S.  must  guarantee  us 
access  for  our  meat  and  dairy  exports." 
So  far,  says  Pizzuti,  these  guarantees 
have  not  been  forthcoming. 

Costly  European  meat  and  cheese 
need  big  subsidies  to  compete  in  the 
U.S.,  and  the  U.S.  has  been  holding 
down  such  imports  with  tariffs  imposed 


to  counteract  the  subsidies. 

The  Europe-U.S.  trade  balance  in  ag- 
riculture is  now  5-to-l  in  the  U.S.'  favor, 
one  reason  Europeans  do  not  kx)k  kindly 
on  U.S.  requests  that  they  open  up  their 
markets.  Of  course  the  argument  cuts 
both  ways:  The  Americans  can  use  the 
same  arguments  for  raising  tariffs  and 
quotas  on  products  like  textiles,  wine 
and  cars — where  the  Europeans  export 


.  .  In  Europe  as  in  the 
U.S.,  politicians  are 
cowards  when  it  comes 
to  facing  farmers  . .  ." 


far  more  to  the  U.S.  than  they  import. 

The  only  way  the  EEC  can  reduce  its 
overall  price  level  is  to  pay  farmers  di- 
rectly— as  the  U.S.  does — the  difference 
between  lower  retail  prices  and  the  in- 
come the  fanner  has  already  been  prom- 
ised by  the  CAP.  "We  don't  care  how 
they  do  it,"  says  one  U.S.  trade  negotia- 
tor, "as  long  as  they  do  it."  But  cutting 
the  price  of  wheat  and  coarse  grains 
alone  in  half,  to  over  15%  above  world 
prices,  would  cost  the  EEC  S10  billion  a 
year.  Pizzuti  grimaces.  "It  is  not — how 
shall  I  say  it? — palatable." 

The  Common  Market  Agriculture 
Commissioner  Finn  Gundelach  of  Den- 
mark has  recommended  to  the  nine  Eu- 
ropean farm  ministers  that  the  average 
price  increase  be  held  down  to  2%  this 
year,  against  an  EEC  inflation  rate  of 
8%.  He  has  also  recommended  tempo- 
ran,  suspensions  of  price-support  buying 
of  some  commodities,  such  as  milk  pow- 
der and  beef.  But  as  hundreds  of  Euro- 
crats met  in  Luxembourg  last  month  to 


fix  this  y  ear's  price  levels,  angry  farmer 
milled  around  outside  demanding  highel 
increases.  In  Europe  as  in  the  U.S. 
politicians  are  crass  cowards  when  i| 
comes  to  facing  farmers. 

The  question  of  farm  exports  to  "third' 
countries  is  the  sorest  point  betweei 
Europe  and  the  U.S.  Negotiator  Saylo 
say  s  the  Europeans  have  used  subsidies 
to  drive  U.S.  farmers  out  of  the  Mideasj 
poultry  market  and  the  Japanese  barld 
market,  to  name  just  two.  "  But  you  hav^ 
what  is  called  Public  Law  480.  Food  foi 
Peace."  Pizzuti  retorts.  "It  is  very  amusl 
ing.  You  sell  food  abroad — in  w  hat  use<j 
to  be  our  markets  in  North  Africa  and  thd 
Mideast — on  40  years  credit  at  2.531 
interest.  If  I  could  get  those  terms  fronj 
my  bank.  I  w  ould  buy  up  all  of  Brussels. I 

European  farm  ministers  are  in  a  bind] 
Farm  productivity  shows  big  increased 
only  in  periods  of  widespread  migration 
to  the  cities.  But  artificially  supported 
farm  prices,  especially  in  a  recession] 
only  encourage  people  to  stay  on  thq 
land.  "We  would  be  happy  for  industry 
to  absorb  some  of  these  fanners,  many  oi 
them  elderly  ,"  says  Pizzuti.  "But  wherd 
will  they  go?  Where  are  the  jobs?" 

Wrapped  up  in  their  own  problems,  the 
Europeans  can't  accept  the  American  idea 
of  comparative  efficiencies  when  it  comes 
to  farming.  Says  a  high-ranking  EEC 
official  flatly .  "Without  protection  there 
would  be  no  agriculture  in  Europe." 

But  the  Americans,  for  their  part,  are 
in  a  tough  negotiating  mood;  the  U.Sl 
has  economic  and  political  problems, 
too.  If  the  Europeans  refuse  to  bend  on; 
agriculture,  the  Americans  are  going  to 
make  it  rougher  for  European  products. 
The  U.S. — in  case  the  Europeans  conve- 
niently forget  it— has  a  giant  balance-of- 
payments  deficit.  ■ 
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is  not  a  compact  nation.  It's  one 
re  points  A  and  B  are  likely  to 
undreds,  maybe  even  thousands 
iiles  apart.  Connected  by 
rything  from  8-lane  highways 
wpaths. 

The  easier  you  make  the  trips 
hat.  the  better.  Which  is  precisely 
hinking  behind  the  new  Electra. 
It  s  designed  with  a  rich,  roomy 
ior  to  help  keep  you  sedate  and 
Dy  even  after  hours  on  the 
I  A  trunk  with  an  uncanny 
3tite  for  luggage  and  souvenirs.  ' 
a  suspension  and  steering 
jp  designed  to  help  smooth  out 
oad,  without  divorcing  you 


HIGHWAY 


from  the  feel  of  it. 

.    But  the  Electra  isn't  just  designed 
to  eat  up  miles.  It's  also  built  to  do 
it  without  gobbling  up  inordinate 
amounts  of  fuel.  An  attribute  that's 

THE  NEW  ELECTRA: 


pretty  important  no  matter  how 
far  you're  going. 

The  new  Buick  Electra.  A  car 
that  could  actually  make  you  look 
forward  to  a  long  trip. 

We  suggest  you  take  one  for  a 
test  drive,  soon.  At  your  Buick  deafer. 


*A  little  science. 
*A  little  magic. 


15 


CITY 


COMB 


;  ,.,'<J;  ..v! Iff.' .'SmBf-'Hi 

EPA  estimates  based  on  an  Electra  equipped  with  standard  350  cu.  in.  (5.7.  litre)  engine  and  automatic  :  Me 
smission  Remember  these  are  estimates.  Your  mileage  may  vary  depending  on  how  and  where  you>drive.  and 
:ar's  condition  and  equipment.  EPA  estimates  are  lower  in  California. 

Buick  models  are  equipped  with  GM-built  engines  supplied  by  various  divisions.  See  youifdealer  for  details  ' 


With  more  risks  being  retained  and  funded 
by  companies  themselves,  risk  managers  face 
an  increasingly  complex  array  of  strategic  de- 
cisions in  providing  protection  for  their  firms' 
assets* 

A  brief  review  by  INA  of  an  insurance  topic 
of  interest  to  business  executives* 


Sometime  in  the  past  few 
years,  a  corporate  risk  manager  is 
likely  to  have  undergone  an  un- 
settling experience. 

He  may  have  discovered, 
when  an  insurance  policy  came 
up  for  renewal,  that  the  cost  of  an 
important  part  of  his  company's 
insurance  coverage  had  climbed 
to  unprecedented  heights— per- 
haps even  doubling  or  tripling. 
Moreover,  some  portions  of  his 
company's  risks  may  have  be- 


come uninsurable  at  any  cost. 
For  the  risk  manager,  such  an 
occasion  may  have  represented  a 
milestone— the  start  of  the  self- 
insurance  era. 

Although  there  has  been 
some  measure  of  relief  from  the 
tight  insurance  markets  of  the 
early  1970s,  primary  insurance 
for  business  is  not  again  likely  to 
be  as  easily  available  and  relatively 
inexpensive  as  it  was  a  decade 
ago.  Inflation,  broader  concepts 


of  corporate  liability  and  higj 
jury  awards  have  raised  the 
mand  for  insurance  beyond  tbJ 
supply.  To  fully  protect  his  com 
pany's  assets,  the  risk  manager  i 
now  retaining  large  portions  cj 
many  risks,  rather  than  transfei 
ring  them  to  commercial  insurers 

Which  risks?  By  and  large 
those  exposures  can  be  sell 
insured  which  predictably  resul 
in  a  large  volume  of  small  claim] 
and  which  are  not  subject  to  cata 
strophic  losses. The  two  principa) 
ways  of  retaining  risks  are 
means  of  high  deductibles  and  b 
establishing  a  formal  funded  self] 
insurance  program.  For  a  corpd 
ration  with  upwards  of  $254 
million  in  annual  sales,  this  cai 
mean  retaining  as  much  as  thj 
first  SI  million  or  more  of  aggrq 
gate  corporate  risks. 

In  short,  the  risk  manager  i; 
tending  more  and  more  to  becom< 
his  own  primary  underwriter. 
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Self-Insurance 


Major  considerations 

As  such,  he  must  choose, 
prom  among  a  number  of  complex 
■alternatives,  a  program  that  as- 
sures his  company  the  fullest 
possible  protection  at  minimum 
risk  and  expense. 

The  financial  capacity  of  the 
rompany  to  assume  risk  must  be 
determined.  All  feasible  internal 
unding  methods  need  to  be  re 
/iewed.  and  appropriate  funds 
nust  be  earmarked  as  risk  reten- 
ion  reserves  (including  those 
ormerly  intended  for  insurance 
premiums).  Tax  consequences 
nust  be  evaluated— for  example, 
nsurance  premiums  are  fully 
ieductible  from  federal  income 
taxes,  while  funds  set  aside  as 
reserves  may  not  be. 

Cut-off  levels  must  be  estab- 
ished  beyond  which  the  com- 
pany's exposures  will  be  trans- 
ferred to  commercial  insurers. 
Even  the  formation  of  a  company- 
Swned  "captive"  insurance  com- 
pany mav  be  indicated. 


And  as  part  of  a  self-insurance 
program,  the  risk  manager  must 
take  over  many  of  the  functions 
of  an  insurance  company.  These 
include  such  responsibilities  as 
loss  control,  claims  adjustment 
and  even  salvage  and  subrogation. 
For  all  of  these,  he  may  elect  to 
use  the  services  of  an  outside 
organization. 

Filling  the  gaps 

A  further  complexity  for  the 
risk  manager  is  that  many  primary 
insurers  are  holding  down  the 
upper  limits  of  their  policies.  In- 
surance above  those  limits  must 
be  placed  with  "excess"  carriers, 
who  may  have  restrictions  of  their 
own. 

For  example,  on  120  million 
of  coverage  wanted  for  a  given 
risk,  a  primary  carrier  may  not  be 
willing  to  underwrite  more  than 
$25 0,000  to  $  500,000  ( above  the 
deductible).  Yet  the  first  excess 
carrier  may  itself  have  a  minimum 
lower  limit  of  $1  million— thereby 


The  last  stand  of  the u first  dollar' 


:  Insurance  policies  that  provide  busi- 
es with  "first  dollar"  coverage— protec- 
jbn  without  deductibles,  right  down  to 
le  smallest  claims— appear  to  be  going 
e  wa\  of  the  five-cent  cigar. 


And  in  the  opinion  of  manv  insurance 
people,  that's  a  good  thing  for  all 
concerned. 

Large  numbers  of  very  small  claims. 

thev  point  out.  are  most 
efficientlv  handled  outside 
the  insurance  mechanism. 
Incorporated  in  insurance, 
they  are  unproductive, 
forcing  rates  up. 


creating  a  gap  which  can  be  diffi- 
cult to  fill.  Moreover,  to  reach 
the  $20  million  limit,  several 
layers  of  excess  insurance  may  be 
needed,  all  of  which  must  fit 
smoothly  together. 

Arranging  for  such  complex 
insurance  coverages  has  become 
an  important  responsibility  of 
the  risk  manager  and  his  broker. 
In  response  to  this  need.  IN  A 
has  created  a  special  facility  to 
provide  comprehensive  products 
and  services  covering  all  aspects 
of  insurance  and  risk  manage 
ment. 


*  * 


The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the  larg- 
est component  of  INA  Corpora- 
tion, whose  vast  resources  are 
primarily  devoted  to  serving  the 
insurance  and  financial  needs  of 
business  worldwide.  Property 
and  casualty  insurance,  life  and 
group  insurance,  risk  manage 
ment  services,  investment  bank- 
ing, and  hospital  and  health  care 
management  are  all  part  of  the 
INA  spectrum. 

INA  insurance  products  and 
services  are  available  through 
selected  independent  agents  and 
brokers.  For  an  informative  book- 
let on  current  trends  in  self-insur- 
ance, write  INA  Corporation, 
1600  Arch  Street,  Philadelphia. 
Pa.  19101. 


The  Professionals 


Cut-to-size  lumber  may  show  up  only  100  yards  and  a  few 
minutes  from  a  sawmill's  receiving  area — good  reason  why  many 
of  our  4-wheel-drive  log  and  lumber  loaders  serve  both  ends  of  the 
process.  Today  we  market  these  machines  in  three  power  classes 
with  grapple  head  options  for  pulpwood  and  timber  producers, 
mills,  shippers,  and  lumberyards.  Our  product  line  basic  to  forestry, 
construction,  utilities,  and  industrial  handling  now  includes  more 
than  sixty  major  items  of  equipment — with  more  to  come.  Your 
inquiries  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move 


Back  From   he  Brink 


First  its  competitors,  then  would-be  acquisitors  seemed  certain 
to  polish  off  Dictaphone  Corp.  But  thanks  to  Larry  Tabat  the  old 
company  is  still  alive — and  still  independent. 


Dictaphone  was  ONCE  one  of  those 
fames  like  Coca-Cola  or  Frigidaire  or  Levi 
Irauss — a  product  so  well  known  that  its 
tme  became  generic.  But  Dictaphone 
I  orp.  stumbled  into  hodgepodge  diversi- 
Ication,  let  its  product  line  become  obso- 
|te  and  by  the  early  1970s,  with  In  term- 
inal Business  Machines  becoming  big  in 
ctating  equipment,  seemed  headed  for 
ie  corporate  boneyard. 
Dictaphone  pulled  itself  up 
st  short  of  the  grave.  In  the 
ist  two  years  its  revenues  have 
ore  than  doubled  (to  $212  mil- 
>n)  and  it  earned  a  very  re- 
tectable  15%  on  stockholders' 
juity  ($1.35  a  share)  last  year.  It 
again  number  one  in  U.S.  die- 
ting equipment,  a  position  it 
id  lost  to  mighty  IBM. 
The   man  behind  the  turn- 
ound  is  a  burly  six-footer  with 
ie  easy  charm  of  a  born  sales- 
an,  E.  Lawrence  Tabat,  65.  A 
niversity  of  Wisconsin  gradu- 
e  and  former  A.B.  Dick  sales- 
an,  Tabat  came  to  Dictaphone 
1971,  its  darkest  hour,  lured 
vay  from  the  job  of  running 
ckwell  International's  power 
ol  division.  "I  was  58  and  saw 
is  as  my  last  chance  to  be  total- 
in  charge  of  my  own  desti- 
r  y" — thus   does  Tabat  explain 
hy  he  took  the  Dictaphone  job. 
e  has  been  well  rewarded.  His  salary 
id  bonus,  $203,321  last  year,  was  con- 
iderably  more  than  at  Rockwell,  and  his 
'ictaphone  stock  options,  when  exer- 
sed,  will  give  him  a  handsome  profit. 
Once  in  charge,  Tabat  moved  deci- 
'vely  to  unload  Dictaphone's  unpromis- 
g  diversification — office  furniture,  cal- 
llators — and    to    rebuild    its  basic 
rengths.  To  make  Dictaphone  competi- 
We  again  he  farmed  out  production  of 
*sk-top   and   portable   dictating  ma- 
rines to  Japan's  Pioneer  Electronics 
id  Sanyo  Electric.  He  put  the  Ameri- 
Un  plant  to  work  on  a  new  product,  a 
llrge-capacity  dictating  unit,  in  effect  a 
||nk  with  an  endless  loop  tape  that  never 
■  feeds  unloading  and  can  handle  dicta- 
bn   simultaneously   from   six  people, 
fasier  to  run  and  with  better  fidelity,  it 


cost  only  slightly  more  than  the  equip- 
ment it  replaced.  This  was  the  first  fun- 
damental change  in  dictating  equipment 
since  plastic  belts  replaced  wax  cylinders 
right  after  World  War  II.  Tabat  aimed 
his  advertising  squarely  at  IBM  under 
the  slogan  "Bad  News  for  IBM." 

Liberal  folklore  to  the  contrary, 
mighty  corporations  are  not  invulnera- 


War  Of  Words:  Dictaphone's  machines  outgun  IBM's 


ble.  Because  it  likes  to  have  proprietary 
products,  not  just  me-toos,  IBM  brought 
out  its  own  dictating  system,  using  small 
discs  instead  of  the  conventional  cas- 
settes. IBM's  machine  was  an  excellent 
product  but  it  was,  apparently,  too  un- 
conventional. IBM  lost  market  share. 
Dictaphone  gained  market  share. 

IBM  wasn't  Tabat's  only  challenge.  In 
1974,  attracted  by  Dictaphone's  come- 
back and  seeking  to  enter  the  U.S.  office 
equipment  market,  Canada's  Northern 
Electric  Co.  (now  Northern  Telecom, 
Inc.)  tried  to  buy  Dictaphone  with  a  $12- 
a-share  tender  offer — well  above  the  mar- 
ket price.  It  was  a  dirty  fight  but  Tabat 
won.  He  sued,  claiming  that  Northern 
Electric  had  illegally  bought  stock  in  Dic- 
taphone before  making  the  tender  offer. 
The  suit  was  tactically  successful.  For 


example,  Tabat  recalls  that  some  of  their 
directors  lived  in  Quebec,  where,  under 
the  Napoleonic  code,  defendants  are  con: 
sidered  guilty  until  proven  innocent;  that 
scared  them.  Whatever  the  reason,  they 
dropped  the  bid. 

"I'm  a  shin  kicker  from  way  back, " 
says  Tabat,  recalling  how  as  a  young  man 
in  Chicago  he  played  rugby,  a  tough 
game  that  prepared  him  for  tak- 
ing on  the  Telecoms  and  IB  Ms  of 
an  adult  world. 

Tabat  also  kicked  a  few  shins 
in  Bridgeport,  Conn.,  Dicta- 
phones traditional  home.  In  No- 
vember he  closed  his  old  plant 
there  and  moved  production 
of  large-capacity  units  to  a 
new  plant  in  Melbourne,  Fla. , 
where  workers  are  cheaper  and 
taxes  lower.  With  most  of  its  oth- 
er equipment  now  made  in  Ja- 
pan, Dictaphone  no  longer  has 
any  manufacturing  operations  in 
Bridgeport;  headquarters  are  in 
New  York's  suburban  West- 
chester County. 

To  guard  his  flank  against  new 
takeover  bids,  Tabat  borrowed 
$20  million  last  August.  He  used 
$12  million  of  the  money  to  buy 
Data  Documents,  a  smallish  mak- 
er of  business  forms.  The  extra 
debt,  Tabat  figures,  may  help 
frighten    potential  acquisitors. 
"Our  debt  ratio  is  now  45%,"  he  says 
cheerfully.  "We  keep  a  good  weather  eye 
on  who  is  buying  our  stock,"  he  adds. 

With  Data  Documents  in  the  fold  and 
the  cost  of  moving  production  to  Florida 
behind  him,  Tabat  is  almost  guaranteed 
a  gain  in  1978  over  1977's  $1.35  a  share. 
At  a  recent  price  of  $14.50,  Dictaphone 
stock  is  well  above  the  price  Telecom 
offered  for  it  four  years  ago,  but  the 
company  itself  isn't  without  its  prob- 
lems. IBM,  while  nursing  its  wounds,  is 
by  no  means  out  of  the  picture.  Then 
there  are  the  Japanese,  who  might  make 
a  bigger  thrust  into  dictating  equipment 
now  that  the  gloss  is  off  CB  radios. 

But,  against  all  odds,  Dictaphone  has 
survived,  and  is,  in  a  modest  way,  pros- 
pering again.  For  that  Larry  Tabat  de- 
serves a  great  deal  of  credit.  ■ 
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A  Folly  Of  Funds 

Once  there  were  only  three  or  four  kinds 
of  mutual  funds.  Now  there  is  a  fund 
for  every  mood  and  every  market. 
And  still  they  come. 


By  CYNTHIA  SALTZMAN 

Word  that  New  York's  giant  Dreyfus 
Corp.  (assets  under  managements:  $3 
billion)  was  planning  to  add  a  tenth  fund 
to  its  stable  was  Topic  A  in  mutual  fund 
circles  last  month.  The  new  baby:  a  $45- 
million  closed-end  job  called  Dreyfus 
Mergers  &  Acquisitions  Fund.  "I  was 
kidding  them,"  says  a  rival  investment 
manager,  "about  where  they  were  going 
to  get  their  inside  information."  Mut- 
tered a  merger  arbitrager:  "The  trend  is 
bad  for  us,  but  I  don't  think  anyone  is  too 
concerned."  Said  Garry  Davis  of  Davis 
Dinsmore  Management  Co.:  "Mergers 
and  acquisitions  are  the  best  game  in 
town  right  now,  but  it  will  be  a  different 
story  when  the  market  turns  around." 

Actually,  the  new  fund  makes  no 
claims  to  inside  information.  It  will  sim- 
ply apply  ordinary  investment  criteria — 
P/E  ratios,  book  value,  liquidity,  etc. — 
to  pick  stocks  of  companies  that  other 


companies. may  want  to  acquire;  it  will 
also  do  some  risk-arbitraging  in  ongoing 
merger  situations.  (Merrill  Lynch's  Spe- 
cial Value  Fund  also  looks  at  underval- 
ued companies,  but  its  criteria  is  growth 
potential.)  The  fund  will  start  closed 
end,  go  open  end  in  J 980  and  is  planned 
to  self-destruct  in  1983. 

Some  mutual  men  dismissed  the  new 
fund  as  a  sales  gimmick,  but  they  forget 
that  gimmicks  have  kept  the  mutual  fund 
industry  solvent  in  recent  years. 

In  order  to  prevent  further  drainage  of 
capital  (redemptions  surpassed  sales  for 
mutual  funds  from  1972  through  1976), 
the  mutual  funds  have  segmented  the 
market  like  cereal  companies.  They  have 
developed  products  to  suit  every  invest- 
ment temperament.  Some  allow  switch- 
ing back  and  forth  by  telephone  from 
stock  to  bond  funds.  Boston's  Fidelity 
Management  &  Research  Co.  has  initiat- 
ed five  new  fixed-income  funds  in  the 
last  two  years — ranging  from  an  aggres- 


sive income  "junk  bond"  fund  to  a  high- 
quality  long-term  bond  fund. 

The  Cinnie  Mae  funds  are  legendary 
in  their  success.  Set  up  as  closed-end, 
self-liquidating  unit  trusts,  the  Cinnie 
Mae  funds  enable  individuals  to  invest  in 
8%-plus  government-backed  mortgages 
for  only  $1,000,  instead  of  the  requisite 
$25,000  for  the  original  units. 

Merrill  Lynch  introduced  the  first  ma- 
jor one  in  March  1978,  which  began  at 
$20  million  and  grew  to  $100  million. 
Not  surprisingly,  the  big  broker  has  a 
second  Cinnie  Mae,  which  also  began  al 
$20  million  and  grew  to  $75  million  by 
the  time  of  its  clearance  on  Apr.  13. 

Tlie  popularity  of  tax-free  municipal 
funds,  offering  the  same  kind  of  safe, 
steady  income,  has  not  waned.  "We  havd 
$206  million  in  our  eight  municipal 
funds,"  reports  Michael  Barrett  ol 
Kemper  Financial  Services.  In  the  past 
18  months  there  have  been  35  new  mu- 
nicipal bond  funds.  The  latest:  Vance 
Sanders  Municipal  Bond  Fund,  which 
came  out  in  March. 

AIM  Management,  a  new  Houston- 
based  mutual  fund,  claims  to  have 
sparked  a  trend  for  high-yield  bond 
funds  with  its  $74-million  offering  last 
September.  Kemper,  Fidelity,  Putnam 
and  Federated  all  followed  suit. 

The  craving  for  current  income  has 
also  prompted  a  boom  in  money  market 
funds  (Forbes,  Apr.  3)  which  now  pay 


Everybody  wanted  the 
Vofcswagen  Plant. 


Pennsylvania  got  it.  How  come? 


Find  out  what  Volkswagen  already 
knows:  the  special  advantages  of 
bringing  your  plant  to  Pennsylvania. 
Our  financial  assistance  packages  can 
help  each  plant  get  started  and  then 
take  advantage  of  all  that  Pennsylvania 
offers. 

And  Pennsylvania  offers  plenty. 
Our  location  is  at  the  hub  of  America's 
largest  and  richest  markets.  Pennsyl- 


vania's ports  open  on  to  the  Atlantic, 
the  Mississippi,  and  the  St.  Lawrence 
Seaway.  Pennsylvania  has  one  of  the 
nation's  most  highly  developed  high- 
way and  air  transportation  systems. 
And  Pennsylvania  is  rich  in  industry's 
most  needed  natural  resources:  fossil 
fuels,  minerals,  forests  and  skilled 
workers.  Find  out  why  VW— and  many 
other  companies— choose  Pennsylvania 


Contact:  Norval  Reece 

Secretary  of  Commerce 
or 

Bureau  of  Economic 
Development 
South  Office  Building 
Harrisburg,  PA  17120 
Phone:  717-787-6500 
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JUSTERINl  &  BROOKS  Founded  1749 


Many  try 
but  none  succeed* 
You  just  can't  copy 
a  true  original. 


86  Proof  Blended  Scotch  Whisky  ©  1978  Paddington  Corp.,  N.Y. 


Any  computer  company  that  jj 

inances  a  fleet  of  clamboats 

i  aid  helps  market  the  'catch' 

is  more  than  a  computer  company." 

Paul  G.Miller 

President  and  Chief  Executive  Officer 
Commercial  Credit  Company 

part  of  Control  Data,  we  financed  the  pur- 
chase and  refitting  of  all  sixteen  trawlers. 
We  also  purchased  the  processing  equipment 
and  leased  it  to  the  seafood  company. 

'Another  part  of  Control  Data,  the  Service 
Bureau  Company,  provides  data  processing 
services  for  The  American  Original  Corpora- 
tion—including payroll,  accounts  payable, 
accounts  receivable  and  general  ledger. 

'Through  its  computerized  sales  analysis 
service,  SBC  also  provides  the  seafood  com- 
pany with  a  better  base  for  sound  marketing 
decisions. 

'Financing,  leasing,  data  processing  services 
. .  .just  three  of  the  many  ways  Control  Data 
can  help  a  business,  no  matter  what  its  size!' 


CONTROL  DATA 
CORPORATION 


More  than  a  computer  company 


le  American  Original  Corporation  is  a  leading 
afood  processor.  So  if  you're  a  lover  of  seafood, 
ances  are  you've  enjoyed  their  clams. 

le  American  Original  Corporation  also  operates 
2  nation's  largest  clamboat  fleet.  Recently,  as 
rt  of  an  expansion  program,  they  decided  to 
rchase  an  additional  sixteen  trawlers.  But 
fore  these  ships  could  be  added  to  the  fleet, 
ey  had  to  be  completely  refitted  for  clamming 
>erations.  And  for  the  plant  to  be  able  to  process 

be  additional  catch,  a  major  equipment  instal- 

lnion  was  required. 

( "dinarily,  you  don't  look  to  a  computer  company 
t  finance  or  lease  equipment.  But  Control  Data 
I  more  than  a  computer  company. 

'urough  Commercial  Credit,  an  important 


An  amazing  new  surgical  material 
saves  lives  every  day. 


The  surgeon  works  swiftly.  Every  heartbeat  counts.  Every  drop  of  a  patient's 
blood.  So  to  the  bleeding  surfaces  he  skillfully  applies  a  bit  of  fluffy,  finely  fibrous 
material. The  blood  flow  stops. 

That  material,  Avitene*  microfibrillar  collagen  hemostat,  was  discovered  by 
FMC  scientists,  and  developed  as  a  joint  project  of  FMC  and  Alcon  Laboratories. 
After  years  of  testing  in  more  than  1300  operations,  it  was  approved  by  the  Food 
and  Drug  Administration  for  use  in  surgery,  and  is  available  in  most  major  hospitals 
in  the  United  States. 

Avitene  does  wonderful  things  for  surgery.  Not  the  least  of  them  is  saving  lives. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  industrial  arid  agricultural 
chemicals,  food  and  agricultural  machinery,  construction  and  mining  equipment, 
material  handling,  power  transmission  Write  FMC  Corporation,  200  East  Randolph 
Drive,  Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900). 


-FMC 


The  (Economic)  Watch 
On  The  Rhine 

Germany  is  still  talking  an  anti-inflationary  game,  but  times 
have  changed — and  so  has  the  value  of  the  DM.  Bonn  may  soon 
have  to  worry  more  about  jobs  and  less  about  price  stability. 


Jy  JOHN  BERRY 

Jermans  are  frugal,  by  U.S.  stan- 
lards — that's  almost  a  cliche.  They  save 
far  higher  share  of  their  incomes  (see 
hart).  They  use  installment  credit  much 
ess  to  finance  their  purchases.  But  the 
urging  throngs  of  shoppers  on  Diissel- 
lorf s  streets  and  the  more  restrained 
ustomers  in  Frankfurt's  elegant 
pecialty  shops  hardly  are  acting 
his  spring  as  if  they  have  every- 
hing  they  want.  They  are  in- 
tead  behaving  just  like  taxpay- 
rs  the  world  over.  They  have 
lad  a  tax  cut  and  they  are  spend- 
ag  a  good  share  of  it. 

The  endless  lines  of  double- 
railered    trucks    clogging  the 
lder  autobahns  along  the  Rhine, 
/hile  the  new  Mercedes  and 
IMWs  try  impatiently  to  get  by, 
kewise  suggest  major  invest- 
lents  could  be  made  in  high- 
/ays.  The  German  railways  put 
imtrak  totally  to  shame,  but  it 
till  takes  six  or  seven  hours  to 
et  from  Dii'sseldorf  to  Munich, 
^nly  about  300  miles  as  the  crow 
■lies,  because  the  track  winds 
I  jilong  the  Rhine.  "It  could  be 
-ihree-and-a-half  hours  with  a  di- 
rect line,"  grumbles  one  indus- 
rialist  who  makes  the  trip  of- 
llen — by      plane.      And  one 
Englishman,  forced  to  go  to  a 
nospital  in  Bavaria  last  year  for 
I in  X  ray,  still  shudders  when  he 
•  lecalls  the  dank  small  castle  it 
urned  out  to  be. 

j  Yet  talk  to  some  German  offi- 
i  ials  or  bankers  and  they  will  tell 
r.iou  that  Germany  cannot  stimu- 
late its  economy  with  further  tax 
uts  and  that  spending  on  public 
vorks  would  be  sheer  waste. 
i  ["his  kind  of  talk  drives  Ameri- 
ans  up  the  wall:  Washington 
l^ants  the  Germans  to  speed  up 
heir  economy  so  as  to  get  inter- 
lational   trade   growing  faster. 


Why  are  the  Germans  so  timid?  What 
are  they  afraid  of? 

Those  are  important  questions,  be- 
cause Germany  is  a  country  that  seems 
to  have  lost  some  of  its  confidence  in 
itself.  There  is  a  sense  of:  We  have  come 
so  far;  but  where  do  we  go  from  here? 
The  country's  postwar  economic  miracle 
was  based  upon  thrift  and  exports.  The 


Breather:  Three  Turks  take  a  break  at  the  Ford-We 
plant  in  Cologne.  Automaking  is  virtually  the  only 
of  the  German  economy  now  running  at  capacity. 


former  helped  provide  the  investment 
funds  needed  to  rebuild  huge  industries 
to  produce  the  latter.  Throughout  the 
1960s  the  German  savings  rate  rose. 
Then  in  the  1970s,  spurred  by  fears  of 
inflation,  German  families  pushed  it 
even  higher. 

Today,  given  the  state  of  the  world 
economy  and  the  amount  of  unused 
plant  capacity  in  many  nations, 
including  Germany,  the  savings 
rate  is  simply  too  high.  Invest- 
ment has  fallen  far  short  of  what 
the  amount  of  savings  would 
comfortably  support.  To  keep 
the  economy  growing,  either  the 
savings  rate  has  to  come  down 
or,  horror  of  horrors,  the  govern- 
ment budget  deficit  has  to  get 
bigger. 

Imagine  if  the  U.S.  had  a  14% 
savings  rate,  an  inflation  rate  of 
just  over  3%,  an  unemployment 
rate  three  or  four  times  normal 
and  lagging  investment?  What 
would  we  do?  Shades  of  the  late 
Senator  Hubert  Humphrey. 
We'd  stimulate  the  hell  out  of 
our  economy  with  tax  cuts  or 
massive  doses  of  government 
spending. 

But  the  German  government, 
even  when  it  is  acting  to  increase 
its  deficits  or  to  trim  savings — as 
it  did  last  year  when  it  unblocked 
a  portion  of  private  savings  ac- 
counts that  had  been  frozen  by 
law — seems  terribly  defensive. 
"The  government  has  done  its 
part  to  raise  the  level  of  domestic 
economic  activity,"  declared 
Otto  Count  Lambsdorff  not  long 
ago.  "We  have  neither  cause  nor 
resources  to  follow  up  with  fur- 
ther tax  cuts."  Then  Finance 
Minister  Hans  Apel  flatly  said 
that  under  no  circumstances 
would  there  be  moie  stimulus 
this  year. 

Many  industrialists  are  per- 
fectly happy  with  such  official 
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G.  Nelson  Pfundt, 
President, 

General  Machine  Products 
Company,  Inc. 
Trevose.  Pennsylvania 


"Work  life  at  General  Machine  Products  has  improved 
significantly  since  our  decision  to  create  a  better 
atmosphere  for  our  employees  through  the  use  of 
functional  "Music  By  MUZAK"  in  our  office  and  plant. 
Their  favorable  response  expresses  appreciation  of 
the  fact  that  we  installed  MUZAK  because  we  care 
for  our  employees." 


Music  by  Muzak-  For  Companies 
Who  Care  About  Their  People 

Most  working  people  want  to  do  a  good  job.  They  take  pride 
in  their  work.  Yet  even  the  most  conscientious  are  often  sub- 
jected to  stress,  boredom,  or  fatigue.  This  is  why  progressive 
companies  present  their  personnel  with  Music  by  Muzak.  Sci- 
entifically designed  functional  music,  it  really  helps  enhance 
the  quality  of  work  life. 

Music  by  Muzak  makes  good  business  sense,  too.  When  a  com- 
pany cares  about  its  people,  its  people  care  about  the  company. 
Learn  how  Muzak  can  help  your  people,  your  company.  Just 
drop  us  a  line  on  your  stationery.  We'll  see  that  you  get  com- 
plete information  along  with  a  complimentary  Muzak  Stereo 
Demonstration  Album. 

MUZAK  "    100  PARK  AVENUE,  NEW  YORK.  N.Y.10017  (212)889-1330 


the  man  you  want 
to  succeed 
reads 
Forbes 


declarations.  Karl  Gustaf  Ratjen.  chair- 
man of  the  83-billion  Metallgesellsehara 
Group,  a  nonferrous  metals  company! 
that  is  also  into  chemicals,  engineering 
and  transportation,  says.  "The  govern 
ment  made  a  wise  decision  to  stimulate 
in  a  moderate  way.  They  believe  that  il 
you  stimulate  a  little,  the  engine  will  run 
on  its  own. 

German  businessmen,  including  Hat 
jen,  are  much  more  worried  about  theii) 
unions    than    about    their  economy 
Diether  Hoffmann,  co-chairman  of  the 
Bank  fur  Gemeinwirtschaft.  Germany's) 
fourth  largest  commercial  bank  which 
curiously,  is  jointly  owned  by  six  unions, 
says,  "We  have  had  two  cases  here  which 
should  make  anybody  who  studies  the 
situation  very  careful.  We  had  the  har 
bor  workers  strike.  The  unions  accepted 
the  proposal,  but  they  had  to  have 
referendum.  It  had  never  happened  be-i 
fore,  but  the  membership  turned  down) 
the  negotiation  results.  Now  more  or  less 
the  same  thing  has  happened  with  the) 


.  .  Political  and  economic 
forces  may  force  Schmidt  to 
worry  less  about  inflation  anct 
more  about  jobs  .  .  ." 

printers.  There  is  only  a  psychological 
explanation  for  that.  It's  not  whether  tha 
contracts  are  good  or  bad.  The  workers) 
were  not  feeling  happy  any  more,  so 
they  said  no." 

Hoffmann .  a  lawyer  turned  highly  sua 
cessful  banker,  has  his  fingers  on  the 
pulse  of  the  unions.  He  probably  will 
become  one  of  the  workers'  representa-i 
tives  on  the  advisory  board  of  Opel,  thef 
wholly  owned  GM  subsidiary  that  isi 
Germany's  second  largest  automaker,  asl 
the  major  industrial  firms  move  fully  toi 
open  their  boards  to  labor.  It's  ironic  that 
just  as  the  employees  are  getting  a  larger 
say,  they  are,  as  Hoffmann  puts  it,  "notj 
feeling  happy  any  more.  The  problem, 
pure  and  simple,  is  that  for  the  first  time 
since  the  beginning  of  the  postwar  recov- 
ery, workers  fear  for  their  jobs. 

"Five  years  ago  a  German  would  tell! 
you  that  he  was  most  afraid  of  inflation," 
continued  Hoffmann.  "Now  unemploy- 
ment is  the  main  concern.  It  hasn't  been 
felt  so  much  in  the  last  two  years  while 
unemployment  was  high  because  of  the 
good  social  security  program.  Now  it  is 
getting  on  people's  nerves." 

That  nervousness  was  clearly  account- 
able for  the  printers  strike  that,  com- 
bined with  lockouts  by  employers,  shut 
down  virtually  all  360  of  the  country  's 
newspapers  for  three  weeks  in  March. 
The  key  issue  was  not  pay  but  job  securi- 
ty in  the  face  of  new  computer  Upeset- 
ting  technology. 

Similarly,  settlement  of  a  metalwork- 
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we  bought  over  two 
million  dollars'  worth  of 
AM  offset  duplicators. 
Here's  why."  a^uuxu^ 


-ROY TITUS.  President 
Minuteman  Press  International.  Inc 
Farmingdale.  Long  Island.  N  Y 


"We  could  have  chosen  any  offset  equipment  we  wanted." 

"Minuteman  Press— with  over  200  outlets— is  the  fastest-growing 
printing  franchise  in  the  country.  But  before  opening  our  first  shop, 
we  did  an  in-depth  study  of  all  available  equipment. 

"We  chose  the  AM  1250  Multi.  It  turns  out  all  of  our  long-run  work, 
quickly  and  dependably,  on  anything  from  onionskin  to 
cardstock,  in  every  size  from  3"  x  5"  cards  up  to  11 "  x  17"  sheets." 

"Ease  of  AM  operation  and  training  helped  us  grow." 

"At  our  training  center,  new  franchisees  from  all  walks  of  life  learn 
to  run  AM  units  on  their  own,  and  very  soon  are  producing 
complete  jobs  from  start  to  finish. 

"But  our  responsibilities  don't  end  with  training.  We  make  sure 
our  franchisees  get  efficient  maintenance  and  service,  as  well. 
AM  provides  it  nationwide.  They  stand  behind  their  products  100%." 

You'll  like  AM  offset  duplicators  for  the  reasons  Roy  Titus  does. 

Whatever  your  offset  duplicating  needs,  AM  offers  an  efficient, 
cost-effective  answer.  The  AM  line  ranges  from  non-automated  and 
automated  tabletop  units,  to  versatile  models  like  the  "workhorse" 
AM  1250,  to  high-speed,  automated  systems  like  the  AM  4250MR. 
Our  top-of-the-line  AM  4975  even  prints  both  sides  in  one  pass. 

Call  your  AM  Sales  Representative  today. 

Without  obligation,  he'll  conduct  a  detailed  survey  of  your 
duplicating  workload  and  provide  a  costed  proposal  on  how  AM 
equipment  can  help.  Call  your  local  AM  Sales  Office.  Or  write  AM 
Corporation,  1834  Walden  Office  Square,  Schaumburg,  IL  60196. 

The  Straight  Talking  Copy  People. 

ADDRESSOGRAPH 
MULTIGRAPH 


Bundesbank  President  Emminger:  To  spur 
recovery,  he  has  made  sure  that  there  is 
"plenty  of  money  around." 


ers  strike  that  idled  236,000  in  and 
around  Stuttgart  turned  not  upon  a  wage 
agreement  but  on  job  guarantees.  Sure, 
Germans  worry  about  inflation,  as  Chan- 
cellor Helmut  Schmidt  keeps  reminding 
everyone,  but  they  are  worried  about 
something  else,  too.  As  that  realization 
sinks  home  to  Schmidt  s  coalition  gov- 
ernment, the  Germans  could  well  be- 
come more  receptive  to  the  appeals  from 
the  U.S.,  Great  Britain  and  else- 
where that  they  do  more  to  get 
their  economy  moving  faster. 
They  may  realize,  as  Americans 
did  quite  some  time  ago,  that  in- 
flation is  bad  for  politicians  but 
unemployment  is  fatal. 

American  officials  say  privately 
that  some  members  of  Schmidt's 
cabinet  are  far  less  bullheaded  on 
this  point.  Last  year,  while  his  own 
economists  were  debating  whether 
growth  for  the  year  would  be  4%  or 
perhaps  as  much  as  5%,  Schmidt 
trotted  off  to  the  London  economic 
summit  and  flatly  promised  5%.  By 
August  it  was  clear  that  the  econo- 
my was  nearly  dead  in  the  water. 
While  publicly  still  resisting  any 
move  toward  stimulus,  a  vacation- 
ing Schmidt  began  summoning  ad- 
visers to  Hamburg  to  try  to  figure 
out  what  to  do.  It  was  a  free-for-all, 
not  unlike  what  goes  on  in  Con- 
gress with  a  tax  cut  bill. 

Schmidt's  Social  Democratic 
Party  wanted  tax  cuts  to  boost  con- 
sumption. His  more  conservative 


junior  partners  in  the  coalition, 
the  Free  Democrats,  as  well  as  the 
opposition  Christian  Democrats, 
wanted  cuts  to  stimulate  invest- 
ment. In  the  end,  of  course,  there 
were  some  of  both.  As  for  U.S. 
.pressure,  says  one  Bonn  econo- 
mist, "It  helped  us  get  the  tax  cuts 
a  little  higher  than  they  would 
have  been  but  not  as  high  as  we 
would  have  liked. 

Today,  the  Carter  Administra- 
tion has  no  quarrel  with  the  official 
forecast  for  Germany:  3'/2% 
growth  this  year.  But  the  five  ma- 
jor German  economic  institutes, 
in  a  new  combined  forecast,  say 
2l/2%  or  less  is  more  like  it  and 
they  want  another  tax  cut  right 
away.  U.S.  officials  have  been 
pressing  lor  a  firm  promise  that  if 
the  economy  weakens,  as  the  insti- 
tutes and  OECD  economists  think 
it  will,  Schmidt  would  act.  So  far 
he  has  refused  flatly,  and  the  argu- 
ment simmers  on. 

In  the  end,  Schmidt  may  not 
have  much  choice.  Last  year  Ger- 
many  exported   goods   equal  to 
about  28%  of  its  GNP  compared  to 
only  9%  in  the  U.S.  and  just  15% 
in  Japan.  Some  of  these  exports 
could  be  in  jeopardy.  Since  the 
beginning  of  1977,  the  deutsche  mark 
has  appreciated  about  10%  against  other 
currencies,    on    average.    Otmar  Em- 
minger, president  of  the  Bundesbank, 
the  German  central  bank,  believes  the 
appreciation  has  choked  off  German  do- 
mestic investment  because  it  has  created 
uncertainties  and  a  profits  squeeze.  First 
of  all,  he  said,  no  one  knows  where  the 
train  will  stop,  how  far  the  mark  will  rise. 


Metallgesellschaft  Chairman  Ratjen:  Wor- 
ried by  strikes,  concerned  that  union-em- 
ployer relations  are  deteriorating. 


Too  Thrifty  For 
Their  Own  Good? 

Germans  are  a  thrifty  people — which  is 
bad  for  their  economy  right  now. 


Source:  U.S.  Dept.  of  Commerce 


German  exporters  have — successfully  by 
most  accounts — tried  to  hold  on  to  their 
market  shares  abroad  by  raising  prices 
less  than  enough  to  offset  the  exchange 
rate  changes,  hurting  profits.  Moreover, 
as  imports  have  become  cheaper,  profits 
in  domestic  markets  have  been 
squeezed,  too. 

Orders  for  capital  goods  dipped  in 
February  after  a  sharp  rise  earlier.  That 
only  reinforces  the  worry  of  a  lot  of 
businessmen,  the  key  word  for 
many  of  whom  is  "rationaliza- 
tion— a  euphemism  for  labor-sav- 
ing— not  "expansion.'  Certainly 
that  s  the  case  at  the  glistening 
Thyssen  Haus  in  Diisseldorf, 
headquarters  of  the  SlO-billion 
Thyssen  Group. 

Thyssen,  which  has  the  largest 
steelmaking  capacity  of  any  com- 
pany on  the  Continent,  has  been 
hard  hit  by  the  worldwide  glut  in 
steel.  Dr.  Gangolf  Weiler,  Thys- 
sen's  chief  economist,  explained 
that  the  company  nevertheless 
would  continue  its  process  of  "res- 
tructuring "  that  has  been  under 
way  for  years:  consolidation  of 
smaller,  outmoded  facilities;  cut- 
ting employment  through  attri- 
tion; and  gradually  reducing  steel 
capacity.  Last  year  Thyssen 
poured  461  million  DM  into  mod- 
ernizing its  beam-and-rail  rolling 
mill  in  Bruckhausen.  One  of  the 
major  points,  for  Thyssen  and  oth- 
*Estimate       er  German  companies,  is  to  re- 
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LUMBER  t  BUILDING  MATERIALS 


WOMAN'S  SPECIALTY  STORES 


X-RAY  APPARATUS 


»i  :  COMPANIES 

I  E  VESSEL  OPERATORS 

I  :OVERING  MFGS.   6  DEALERS 

:  - 


MACHINE  MFGS. 
MACHINE  SHOPS 
MACHINE  TOOL  MFGS. 


ZINC  MILLS 

ZIPPER  MANUFACTURERS 


Frankfurt  Cityscape:  Most  of  the  new  skyscrapers  in  the  city,  the  burgeoning 
financial  capital  of  West  Germany,  belong  to  banks  controlling,  directly  or  indirect- 
ly, major  portions  of  German  industry. 


duce  labor  needs  for  the  long  run. 

German  labor  has  become  expensive, 
especially  when  the  labor  content  of 
manufactured  products  is  exported.  Av- 
erage hourly  wages  in  manufacturing 
rose  81.6%  between  1970  and  1977.  In 
the  U.S.,  wages  rose  67.6%.  But  when 
the  enormous  appreciation  of  the  DM 


relative  to  the  dollar  is  taken  into  ac- 
count, the  picture  is  dramatically  differ- 
ent. For  a  German  exporter  competing 
in  the  U.S.  against  U.S. -made  goods,  the 
wages  he  must  pay  have  gone  up  that 
81.6%.  In  DM  terms,  the  wages  his  U.S. 
competitor  must  pay  have  gone  up  not 
67.6%  but  onlv  6.5%. 


No  wonder  German  exporters  arc  run 
ning  scared.  No  wonder  they  fun* 
whenever  the  dollar  takes  a  slide.  An< 
no  wonder  that  German  workers  are,  fo 
the  first  time  in  30  years,  worried  abou 
their  jobs.  There's  yet  another  reason  fo 
that  worry,  too.  The  buffer  of  the  foreigi 
workers  is  pretty  much  gone.  About  1.! 
million  remain  today  and  virtually  all  o 
them  have  the  right  to  stay  in  the  coun 
try  indefinitely.  Some  have  married  Ger 
mans,  but  most  have  simply  been  then 
more  than  five  years  and  cannot  bi 
forced  to  go  home.  So  they  are  Germans 

All  those  German  wage  hikes,  plus  thi 
exchange  rate  movements,  are  pushinj 
German  exporters,  many  for  the  firs 
time,  to  make  direct  investments  in  oth 
er  countries.  The  new  Volkswagen  plan 
in  New  Stanton,  Pa.,  which  is  turninj 
out  Rabbits,  is  a  prime  example.  Sucl 
investments  are  cheap  when  the  D\ 
buys  so  many  dollars. 

It  is  an  altogether  different  economi< 
situation  in  Germany  these  days  aru 
sometimes  it  seems  as  though  Ghancello 
Schmidt  has  yet  to  grasp  that  point  fully 
Fortunately,  Emmingerand  the  Bundes 
bank  have,  and  short-term  interest  rate 
stand  at  only  3%%.  But  Schmidt's  rhetorii 
seems  more  attuned  to  a  past  reality 
Political  and  economic  forces  may  wel 
force  him  to  worry  less  about  inflation  an< 
more  about  jobs  in  the  near  future.  VVhicl 
would  make  Washington  happy.  ■ 


Another  growth 
step  after  six 
consecutive  years  of 
record  earnings. 


Barnes  Group  has  completed  its 
6th  consecutive  year  of  record 
sales  and  earnings.  And  has 
just  acquired  Globe  Distribution, 
a  major  East  Coast  distributor 
of  automotive  and  hardware 
items  to  mass  merchandisers 
serving  the  do-it-yourself 


market.  The  Globe  addition 
complements  our  Bowman 
Distribution  operation  which 
serves  the  man  who  maintains 
your  car.  Bowman  also  provides 
thousands  of  consumable  re- 
pair and  replacement  parts  to 
industrial  maintenance  markets. 

Associated  Spring,  the  world's 
largest  manufacturerof  custom 
metal  parts  and  the  major  unit 
of  Barnes  Group,  accounts  for 
60%  of  our  net  sales. 


This  balance  of  manufacturing 
and  distribution,  plus  our  world- 
wide operations,  is  the  unique 
quality  that  makes  Barnes  Group 
a  name  to  remember. 

For  your  copy  of  our  Cor- 
porate Profile,  write  to:  E.V. 
Ladd,  Jr.,  Senior  Vice  President 
—Finance  and  Law,  Barnes 
Group  Inc.,  Bristol,  CT  06010. 

BARNES  A 

GROUP  /VSlA 
The  critical  parts  people 
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Funnwoudorft  look  like  America's 
I  second  most  likely  new  plant  site. 


Jockey's  Ridgeon  North  Carolina's  scenic  OuterBanks. 


With  all  our  beaches  and  moun- 
ains  and  famous  golf  courses, 
Executives  have  long  found  North 
llarolina  a  great  place  to  bring 
their  families. 

Nowwith  all 
our  additional 
economic  advan- 
tages, they're  also 
finding  North 
Carolina  a  great 
place  to  bring 
their  businesses. 

In  fact,  in  a 
recent  Business 


The  World 
Golf  Hall  of  Fame 
makes  its  home 
atone  of  our  world- 
famous  golf  resorts. 


Week  survey, 
executives  named  warm,  romantic 
vlorth  Carolina  their  second  most 
ikely  new  plant  site. 

For  a  number  of  cold,  calculating 
easons. 
Like  transportation. 
North  Carolina  is  home  to  more 
ong  line,  interstate  motor  carriers 
ind  more  milesof  state-maintained 
oads  than  any  other  state  in  the 
:ountry.  It  has  4,250  miles  of  track 
ind  modern,  solvent  railroads.  It 
tas  two  deep-water,  ocean-access 


ports  and  12  commercial  airports. 
North  Carolina  is  also  conveniently 
located  within  500milesof  over  half 
the  nation's  population. 

When  it  comes  to  an  abundant, 
skilled  labor  supply,  North  Carolina 
comes  up  a  winner  again.  Its  people 
were  born  and  bred  on  the  good 
old-fashioned  work  ethic.  And  still 
show  it.  They  exhibit  an  almost  in- 
nate manual  dexterity,  complement- 
ed by  the  state's  comprehensive 
training  programs.  Asaresult,North 
Carolina  workers  offer  employers  a 
rare  combination  of  exceptional  atti- 
tudes and  aptitudes. 


Low  cost  electric  power 
readily  available. 


which  has  kept 
unemployment 
taxes  low,  even 
during  recent  re- 
cessionary years. 

In  addition, 
North  Carolina 
is  a  right- to-work 
state.  It  offers 


PERCENTAGE  OF  WORK  TIME  LOST  DUE  TO  STRIKES  1960- 1976 


NATIONAL  AVERAGE:  0  22 


NORTH  CAROLINA  AVERAGE:  O.OAX 


North  Carolina  also  offers  equal- 
ly rare  financial  stability.  It  is  one 
of  the  few  states  to  boast  a  balanced 
budget  and  a  AAA  bond  rating.  It 
also  features  a  very  solvent  unem- 
ployment insurance  trust  fund, 


special  tax  incentives  for  recycling, 
resource  recovery  and  pollution 
abatement.  It  has  an  adequate  sup- 
ply of  water  and  electric  power. 

North  Carolina  also  has  a  num- 
ber of  excellent  available  plant  facil- 
ities ready  for  you  to  move  in  right 
now.  As  well  as  the  lowest  construc- 
tion costs  in  the  country,  if  you'd 
prefer  to  build  your  own. 

In  short,  North  Carolina  offers 
everything  executives  could  pos- 
sibly want  for  their  businesses. 

Including  a  great  place  to  live  for 
their  families. 

JMORTH 

Carolina 


\Vrite:N.C. Department  of  Commerce,  Industrial  Development  Division,  Suite  #  4G ,  430  N.  Salisbury  St.,  Raleigh,  N.C.  27611.  Or  call  (919)733-4151 


The  Hidden  Success 
Of  Tinkham  Veale 

Alco  Standard  is  one  of  American 
business'  best-kept  success  secrets. 


Finding  Alco  Standard  Corp.'s  head- 
quarters isn't  easy.  You  duck  off  the  ex- 
pressway at  Valley  Forge,  Pa.,  turn  hard 
left  on  an  unmarked  road,  go  through  an 
underpass  and  past  a  plant  of  Synthane 
Taylor,  a  company  subsidiary.  But  this  is 
an  important  company:  sales  of  SI. 2  bil- 
lion  in  its  last  fiscal  year  ended  Sept.  30; 
earnings  of  S4.14,  up  from  SI.  16  a  de- 
cade ago;  a  healthy  21.7%  return  on 
equity;  a  debt-to-equity  ratio  of  only  0.34 
to  1.  The  only  thing  small  about  Alco  is 
its  price  earnings  ratio — 5. 

Alco  is  a  conglomerate  of  some  70 
smallish  companies  that  make  a  long  list 
of  specialized  chemicals  and  plastics, 
metal  products  and  electrical  items;  dis- 
tribute paper  and  other  products;  and 
mine  coal  in  the  U.S.  and  Canada.  It 
grew  out  of  the  retirement  reveries  of 
one  Tinkham  Veale  II.  63.  who  as  Alco's 
chairman  and  chief  executive  still  runs  it 
by  telephone  from  Cleveland.  Tink 
Veale  had  made  a  comfortable  pile  from 
a  specialty  manufacturing  company  in 
Cleveland  during  World  War  II;  in  1952. 
at  age  37.  he  sold  it  and  retired  to  enjoy 
the  good  life  on  his  estate  outside  Cleve- 
land. But  he  grew  restless  and,  in  talking 
to  friends  about  investments,  came  to 
some  conclusions. 

"We  realized  that  small,  successful 
businesses  tend  to  grow  rapidly  up  to  a 
point,  then  stop.  Why?  Because  the  en- 
trepreneur who  builds  one  may  be  a 
great  engineer  or  chemist  or  shopman, 
and  he  s  building  on  that  strength.  But  as 
it  gets  larger,  he  suddenly  finds  he  s 
spending  over  half  his  time  on  account- 
ing, legal,  banking  and  insurance  prob- 
lems he  knows  nothing  about. 

"Now  he  may  have  a  S5-million  busi- 
ness and  be  drawing  even  S100.000  a 
year.  He  feels  like  a  substantial  citizen. 
But  what  does  he  get  if  he  goes  to  a  top 
law  or  accounting  firm0  A  trainee.  The 
top  partners  work  on  big  accounts,  and 
he's  small  potatoes." 

Why  not,  Veale  reasoned,  set  up  a 
partnership  of  privately  owned  compa- 
nies in  the  form  of  a  corporation,  hire  the 
fancy  pencil  pushers  and  specialists,  and 
let  the  entrepreneurs  go  back  to  doing 
what  they  did  best? 


So,  going  forth  with  the  rallying  cry, 
"It's  better  to  have  a  piece  of  a  gusher 
than  all  of  a  trickle."  Veale  in  1964 
bought  controlling  interest  in  the  first 
company,  a  little  S5-million-sales  Phila- 
delphia outfit  called  Alco  Oil  6c  Chemical 
Co.  By  the  end  of  the  swivel-hipped 
Sixties  he  had  added  over  60  more;  rev- 
enues topped  S300  million  and  the  stock 
had  gone  as  high  as  35  times  earnings. 

There's  not  much  strikingly  unusual 
about  that  concept  or  that  history.  What 
is  unusual  is  the  way  Alco  carried 
through.  Ray  Mundt.  a  tall  man  of  49 
who  somewhat  resembles  Gerald  Ford, 
is  Alco's  president  and  operating  head. 
"Alco."  he  affirms,  "is  still  a  partnership 
of  small  entrepreneurs.  The  principal 
manager  of  almost  even,  operating  com- 
pany within  Alco  owns  stock  in  the  par- 
ent. Altogether,  over  45%  of  the  stock  is 
controlled  by  officers  and  operating  peo- 
ple and  their  families." 

Nearly  all  the  70  operating  companies 
and  divisions  are  still  run  as  virtually 
autonomous  companies  by  the  original 
entrepreneurs  or  their  hand-picked  suc- 
cessors. Alco  s  board  controls  the  salaries 
they  draw  (sweetened  by  performance 
bonuses  of  up  to  50%  of  base  salary'!  and 
the  capital  budgets  they  propose,  but 
otherwise  they  have  a  free  hand. 

You  don  t  buy  70  companies  without 
getting  a  few  clunkers,  notably  a  Canadi- 
an foundry,  a  Canadian  bus  builder  and  a 
maker  of  electronic  artillery  fuses.  In 
fiscal  1972,  the  year  the  United  Mine 
Workers  were  in  an  uproar  over  the 
Yablonski  killings  and  which  saw  a  spate 
of  w  ildcat  strikes,  Alco  s  newly  acquired 
coal  mines  lost  S2.2  million  vs.  a  net  of 
S4. 1  million  the  year  before.  That  put 
corporate  earnings  down  by  nearly  a 
third.  The  stock  market,  viewing  it  as 
another  jerry-built  conglomerate  coming 
apart,  was  unforgiving.  The  stock  sank 
like  a  stone,  and  has  never  since  sold 
above  eight  times  earnings. 

However,  this  obviously  did  not 
dampen  the  enthusiasm  of  the  operating 
partners,  as  evidenced  by  Alco's  five- 
year  string  of  sharply  rising  record  earn- 
ings. "These  guys  develop  a  tremendous 
peer  pressure  among  themselves  to  per- 


Shelter  Operator:  Tinkham  Veale  U  s 
company  grew  big  by  offering  haven  to 
paperwork-ridden  small  entrepreneurs. 


form."  says  Mundt.  who  was  brought  in 
from  Kimberly  -Clark  as  one  of  eight  oi 
so  professional  managers.  The  partj 
ners — 230  of  them  now — are  sorted  intq 
nine  administrativ  e  groups  that  meet  ai 
least  quarterly  ;  and  in  February  eveiyj 
body  gathers  for  the  big  gala  at  a  genteel) 
ly  aging  North  Carolina  resort. 

There,  between  golf  and  drinks,  they 
attend  the  annual  meeting,  compare) 
their  results,  endure  assorted  speeches 
and  close  with  a  banquet  and  a  clutch  of 
awards  for  such  things  as  best  perfor-| 
mance  by  a  company  ,  a  group,  an  indi-jl 
vidua!.  "I'm  amazed.'  confides  Financial 
Vice  President  John  Kennedy  ,  himself  I 
nonentrepreneur.  "how  you  can  taken 
grown  men  and  lead  or  cajole  them  into 
striving  to  do  better." 

Besides  the  carrots,  there  s  the  stick.: 
"They  know  when  they  come  in,"  says' 
Veale.  "that  w  e  have  a  policy  of  div  esting) 
the  one  or  two  each  y  ear  that  hav  e  been 
the  worst  performers  over  several  years. 
It's  not  hard  to  do.  They  've  been  judged| 
by  their  peers  already  . 

Does  the  Alco  formula  have  a  limit? 
Would  it  work  as  well  for,  say.  600  part-! 
ners?  And  how  can  you  acquire  more) 
units  if  y  our  stock  is  too  cheap  to  use  for| 
acquisitions? 

Veale  seems  to  have  been  thinking) 
about  this.  For  two  or  three  years  the ! 
company  has  been  making  cash  deals  for 
firms  to  be  folded  into  existing  profit! 
centers.  Recently  it  bought,  also  fori 
cash,  two  drug  distributors,  an  area  into 
which  Alco  wants  to  expand  nationwide; 
but  they  are  run  by  hired  managers  with 
no  stock.  How  will  that  fit  with  a  fraterni- 
ty of  entrepreneurs? 

"The  drug  company  president  will  be 
judged  on  a  par  with  the  partners."  rea 
torts   financial   man    Kennedy;  "samef 
privileges,  same  bonus."  It's  stretching! 
the  original  concept — but  not  much.  ■ 
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Vhy  Wall  Street 
is  bullish  on 
he  working  tree. 

w  :ould  be  our  resource  base.  1.3  million  acres 

prime  timberland  in  Arkansas,  Idaho  and 
18  innesota.  A  strong,  renewable  resource  that 
j ;  jnds  behind  every  Potlatch  share. 

It  could  be  our  marketing  strategy.  We 
fMrefully  focus  on  target  markets.  That's  why, 
|}'|  ring  the  past  five  years,  we  have  increased 
:  induction  capacity  in  selected  aspects  of 
i  nber  by  26%,  in  plywood  by  23%,  in  bleached 
ai  perboard  by  93%.  Total  fiber  conversion 
pacity  has  increased  33%. 
It  could  be  our  plans  for  more  growth. 
Il'jithin  the  next  five  years,  we  will  invest  a 
2  i;ord  $600  million  in  a  company-wide  capital 
[r;iDgram.  This  will  enlarge  and  modernize  our 
jtifinufacturing  capabilities  and  strengthen 
mIt  forest  resource  base. 

It  could  be  our  healthy  cash  flow.  Last 
i 1  ar,  after  taxes  and  dividends,  we  generated 
i  )re  than  three  times  the  cash  flow  of  only 
■  i  e  years  ago  from  essentially  the  same 
iiberland  base. 

It  could  be  our  record  sales  and  earnings, 
i  h  er  the  past  five  years,  our  growth  in  earnings 
i|ir  share  averaged  30%  annually.  In  1977,  we 
i  hieved  earnings  of  $61,813,000  on  sales  of 
•  38,424,000,  both  new  records. 

For  more  information  on  Potlatch  and  the 
'  irking  tree,  write  for  our  Annual  Report  to: 
!  tlatch  Corporation,  Public  Information  Office, 
).  Box  3591,  San  Francisco,  California  94119. 


Patltfch 


We  grow  the  working  trees. 


Survival 
of  the 

fittest 

• 

We  build  machinery  for  an  unforgiving  world.  A  world 
where  freezing  temperatures,  or  abrasive  dust,  or  an 
unexpected  gullywasher  are  no  excuse  for  a  wasted  hour. 
A  world  where  the  stakes  are  high  and  you  seldom  get 
a  second  chance  to  meet  a  deadline. 

So  we  build  Clark  products  with  rough  conditions 
in  mind.  Then  back  them  with  a  worldwide  network  of 
dealers  who  know  how  to  keep  them  fit.  With  factory- 
trained  mechanics.  Healthy  parts  inventories.  Every- 
thing it  takes  to  keep  our  customers  up  and  running. 

In  our  world,  only  the  fittest  survive.  That's  why, 
year  after  year,  the  tough  jobs  come  to  Clark. 

Clark  Equipment  Company,  Buchanan,  MI  49107. 

Clark  gets  it  done. 


Blocks  of  frozen  orange  juice  get  a  lift  from  Clark. 


i  crane  delivers  the  world's  largest 
i :  motor. 


lift  truck  works  around  the 
nloading  ships. 


Clark's  Mel  roe  Bobcat  loader  maneuvers  a  big  load  in  tight  quarters. 


The  world's  largest  planetary  axle  gets  a 
pre-installation  checkup. 


fnderground  marble  mining— a  dusty  job  for  a  Clark  125B  loader. 


The  economic  elite 


a  year — or  more 

Is  $2,000  a  week  your  idea  of  what  it  takes  to  make  it 
big — to  afford  the  American  dream?  Then  medical 
school  is  probably  your  best  bet,  and  working  for  a  big 
corporation  only  a  long  shot.  The  paths  to  $100,000  a 
year  are  diverse  and  frequently  surprising. 

By  James  O'Hanlon 
Photography  By  Jill  Freedman 

Babe  Ruth  never  made  it.  But  Ted  Williams  did.  The  first  American  President 
to  make  it  was  Harry  S  Truman  in  1949.  Judge  Gary,  the  first  chairman  of  U.S. 
Steel,  made  it  way  back  before  1910.  But  these  days  an  income  of  $100,000  a 
year  or  more  is,  if  not  within  everyone's  reach,  commonplace  enough  to  bless  an 
estimated  180,000 — and  conceivably  as  many  as  400,000 — mostly  hardworking 
Americans.  Forbes  has  made  an  informal  survey  of  the  new  $100,000-plus  class 
to  see  who  makes  it  and  how  they  do  it. 

First,  a  few  surprises.  For  one  thing,  no  government  agency,  no  academic 
discipline  and  no  private  think  tank  that  we  consulted  knows  much  about  this 
economic  elite.  The  head  of  a  big  New  York  market  research  firm  asked  us  to  let 
him  know  what  we  turned  up.  A  Census  Bureau  1-in- 1,600  survey  of  the  group 
counted  doctors  as  half  of  its  respondents.  "But  that  survey  isn't  accurate,"  we 
were  cautioned.  "People  who  make  that  kind  of  money  don't  respond  to 
surveys."  Still,  one  in  three  or  four  of  the  100  G'ers  probably  is  a  medical 
practitioner.  Medicine  is  the  surest  way  to  make  it.  But  other  than  this,  not  a 
great  deal  is  known — in  this  most  studied  and  pored  over  of  societies — about  our 
own  economic  elite.  Certainly  there  are  a  good  many  misconceptions,  not  the 
least  of  which  is  the  idea  that  small  business  is  dying;  small  business,  in  fact, 
seems  the  best  place  to  make  really  big  money. 

We  did  turn  up  a  few  interesting  facts.  For  example,  among  the  700,000-plus 
Americans  who  earn  between  $50,000  and  $100,000  a  year,  a  sizable  subelite  are 
numerous  self-employed  businessmen  whose  personal  and  entrepreneurial  lives 
so  overlap  that  a  declared  income  of,  say,  $75,000  may  actually  command  a 
$150,000  lifestyle — given  their  ability  to  justify  as  "ordinary  and  necessary 
business  expense"  such  things  as  company  cars,  travel,  life  insurance,  entertain- 
ment and  dining.  Count  them,  and  there  may  be  as  many  as  400,000  Americans 
legally  living  the  $100,000-plus  life.  They  must  constitute  the  largest  elite — both 
proportionately  and  in  absolute  numbers — in  the  history  of  the  world. 

We  also  concluded  that  working  your  way  up  the  corporate  ladder  with  an 
M.B.A.  is  by  no  means  a  sure  way  (statistically,  at  least)  to  make  $100,000  a  year. 
Last  May  Forbes  listed  759  public  corporations  that  paid  chief  executives  at 
least  that  much — but  that's  the  top  men.  Moving  down  the  corporate  ladder, 
$100,000-a-year  men  are  less  common  than  most  people  suppose,  except  in 
exceptionally  big  and  prosperous  corporations.  So  it  is  safe  to  say  that  most 
$100,000  earners  make  it  outside  the  corporate  field. 

As  for  the  most  celebrated  of  modern  big-money  earners,  superstar  athletes, 
more  than  50%  of  the  players  in  the  National  Basketball  Assoc. — by  far  the 
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highest-paying  pro  league — make  more  than  $100, (XX).  But  the 
NBA  employs  only  242  players  at  a  time,  and  careers  are 
relatively  short. 

When  Forbes  went  looking  for  a  representative  group  of 
$100,000  earners,  we  found  not  sleek  superstars  and  corporate 
pinstripe  types,  hut  a  richly  assorted  collection  of  people  in 
jobs  as  commonplace  as  selling  insurance  and  real  estate, 
running  a  Holiday  Inn  or  a  Boto-Booter  franchise.  Or  jobs  as 
unusual  as  hauling  timber  or  selling  art. 

What  characterized  them  all,  and  seemed  a  primary  ingredi- 
ent of  their  success,  was  a  stubborn  sense  of  their  indepen- 


dence, sometimes  expressed  in  fairly  unusual  ways,  combine 
with  relentless  drive. 

For  young  mothers  seeking  a  success  formula  for  their  ow 
potential  $100, (XX)  earners  (or  whatever  inflated  equivalei 
exists  30  years  from  now),  we  offer  only  this  advice:  If  you  hav 
an  early  riser  for  a  child,  one  who  tends  toward  monomani; 
compulsively  keeps  the  socks  separate  from  the  underwear  an 
regularly  makes  30%  on  his  lunch  money — then  relax.  Ju 
make  sure  the  little  one  doesn't  fall  off  the  garage  roof  or  bio 
up  the  hduse.  He,  or  she,  like  FORBES*  Tenacious  Thirteei 
will  do  the  rest. 


F.  Donald  Lewis  joined  Prudential 
Life  Insurance  Co.  as  an  agent  32  years 
ago.  "They  wanted  me  to  start  out  with  a 
draw,"  he  recalls,  "but  it  seemed  to  me 
that  there  was  stronger  motivation  in 
being  under  pressure  to  earn  a  living." 
In  his  first  year  Lewis  made  membership 
in  the  industry's  Million  Dollar  Bound 
Table — the  honorific  earned  by  agents 
who  sell  more  than  $1  million  of  life 
insurance  face  value  a  year.  Not  bad  for  a 
Hartford,  Conn. -born  29-year-old  with  a 
high  school  diploma.  Lewis  has  been  a 
member  of  the  Bound  Table  almost  ev- 
ery year  since  then. 

Most  of  Lewis'  clients,  he  says,  are 
leaders  in  their  professions  who  earn 
$50,000  a  year  or  more.  He  "cases"  pro- 
spective clients  through  acquaintances, 
stockbrokers,  et  al  and  conducts  two  or 


F.  Donald  Lewis 
Insurance  Agent 

"Lewis  For  Life" 

three  sales  interviews  a  day  with  a  mes- 
merizing absorption  in  his  prey.  Lewis  is 
at  his  desk  in  wood-paneled  offices  ad- 
joining his  comfortable  $150,000  home 
each  morning  by  six.  "I  used  to  work  100 
hours  a  week.  Today  I  work  50."  He 
prints  the  phrase  "Lewis  For  Life"  on 
golf  balls,  balloons,  pencils  and  wind- 
shield ice-scrapers  as  promotional  give- 
aways. "It's  my  registered  trademark," 
he  says. 

Six  years  ago  his  wife,  Mary,  became 
paralyzed  from  the  waist  down  because 
of  cobalt  treatments  administered  years 
before.  Lewis  was  able  to  spend 
$120,000  to  redesign  their  home  (three 
grown  children  live  elsewhere)  to  accom- 
modate her  infirmity.  The  kitchen  sink, 
stove  and  other  appliances  are  low 
enough  to  be  worked  at  from  a  wheel- 


chair, for  example,  while  a  large,  specia 
ly  equipped  bathroom  has  been  added 
the  first  floor.  Lewis  even  bought  a  sp» 
cial  car,  an  extra-long  $20,000  Cadills 
with  spacious  backseat  area.  "We  used  i 
travel  a  lot,"  says  Lewis,  "but  not  ar 
more.  I've  done  all  that."  After  his  wi: 
became  ill,  he  bought  a  $100,000  diese 
powered  boat,  but  eventually  sold  it  i 
her  paralysis  became  worse.  Becreatic 
today  consists  of  golf,  regular  bridge  pa 
ties  with  friends  and  short  car  trips  ' 
visit  their  friends  and  family.  Lewis  pu 
in  many  hours  a  week  on  eommunil 
health  committees.  "I  believe  in  puttin 
back  into  the  community  what  you  tal< 
out  of  it.  I  could  have  added  50%  to  rr 
income  by  devoting  less  time  to  civ 
activities.  But  it  wouldn't  have  been  ; 
satisfying." 


130 


FORBES,  MAY  15,  197 


J.B.  Spence 
Lawyer 

Playing  The  Good  Hands 

![n  1948  a  Veterans  Administration  coun- 
;elor  persuaded  J.B.  Spence  to  go  back 
:o  high  school  and  earn  a  diploma.  At  the 
time,  Spence  was  24,  pumping  gas  in 
jvfiami  after  four  years  on  a  World  War  II 
destroyer.  With  $105  a  month  coming  in 
rom  the  GI  bill  of  rights,  Spence  picked 
Ijp  his  diploma,  went  on  to  college  and 
:hen  to  law  school  at  the  University  of 
Vliami,  from  which  he  was  graduated  in 
1951  at  the  top  of  his  class.  Today,  at  56, 
he  is  one  of  Florida's  top  medical  mal- 
jractice  lawyers.  His  income  taxes  alone 
fast  year  were  well  over  $100,000,  but, 
lie  says,  he  doesn't  begrudge  a  nickel  of 
It:  "I  owe  what  I  have  to  the  govern- 
ment," he  says,  referring  to  the  fact  that 
Jncle  Sam  paid  for  his  education. 

Like  many  other  malpractice  lawyers, 
iipence  works  on  a  contingency  basis — 
|0%  of  the  dollar  awards  he  wins — and 
me  is  able  to  pick  and  choose  among  the 
•ases  that  come  his  way.  "I  need  only 
our  or  five  $400,000  or  $500,000  deci- 
ions  a  year  to  get  by,"  he  says,  "and  I 
day  only  the  good  hands.  "  But  like  many 
ther  malpractice  lawyers,  too,  he  is 
lainfully  aware  that  his  specialty  is  not 
ddely  admired.  He  has  been  booed  at  a 
pcture  by  medical  students,  and  he  has 
peen  snubbed  socially  by  people  he  has 
nown  for  years.  As  a  result,  Spence 
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says,  he  and  his  second  wife,  Mary  Jo, 
don't  socialize  much,  but  he  adds  that  it's 
all  right  with  him.  He  says,  "I'd  rather 
be  with  children,  really." 

The  Spences  live  in  a  spacious 
$300,000  plantation-style  home  near 
Coconut  Grove,  just  20  minutes  from  his 
office  on  Miami's  Flagler  Street,  with 
their  sons  John,  14,  and  Gary,  12.  (Two 
children  by  his  first  marriage  are  away  at 
college.)  There  is  a  kidney-shaped  swim- 
ming pool,  a  tennis  court  and  a  graceful 
lawn  worn  to  dust  by  the  boys'  motor 


bikes.  "Maybe  I  shouldn't  allow  that. 
Then  I  think  how  soon  they'll  be  gone," 
he  says.  "I  go  home  with  a  briefcase, 
have  a  drink  and  dinner,  watch  TV.  I've 
learned  what's  important  to  me." 

On  weekends  he  and  his  wife  take 
their  sons  and  some  neighborhood  boys 
to  their  $150,000  vacation  home  in  the 
Keys.  "Each  family  member  has  his  own 
boat."  He  says  he  is  all  set  financially  and 
could  stop  practicing  law  tomorrow. 
"But  I  love  the  challenge.  It's  the  world's 
greatest  chess  game." 


Above:  Malpractice  lawyer  J.B.  Spence  in  the  Miami  offices  of  Spence,  Payne  & 
Masington.  Below:  Boating  with  sons  Gary  (left)  and  John  and  wife  Mary  Jo. 
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Paul  Oreff ice 
Corporate  Executive 

Competitor 

With  a  salary  of  $250,000  a  year,  trim, 
broad-shouldered  Paul  Oreffice  is  Dow 
Chemical  Co.  s  seventh  highest  paid  ex- 
ecutive (16  make  over  $100,000).  At  50 
he  is  president  of  Dow  Chemical  USA, 
Dow's  largest  ^S3.5-billion  sales)  operat- 
ing area.  He  lives  with  his  wife.  Franca, 
and  children,  Laura.  18,  and  Andy,  17. 
in  prosperous  Midland.  Mich  .  Dow's 
corporate  headquarters. 

By  present  Dow  estimates  OrefRce 
will  have  a  $148,700  yearly  retirement 
income  at  age  65.  He  now  owns  about 
Sl-million  worth  of  Dow  stock  and  equi- 
ty in  Florida  real  estate  worth  about  SI 
million. 

OrefRce.  like  his  wife,  was  born  in 
Italy.  He  was  raised  in  a  pre- World  War 
II  upper-middle-class  Venetian  family. 
After  his  antifascist  father  was  force-fed 
castor  oil  by  Mussolini  s  police,  the  family 
fled  Italy,  virtually  penniless.  Consid- 
ered enemy  aliens  by  the  U.S..  they 
spent  the  war  years  in  Ecuador,  where 
the  elder  Oreffice  ran  a  castor  oil  busi- 
ness—"his  vendetta,  jokes  Oreffice. 
After  the  war  Oreffice  got  a  chemical 
engineering  degree  at  Purdue  and  took  a 
job  with  Dow  after  a  stint  "selling  booze" 
for  Seagram  Co.,  Ltd.  His  European 
background  and  Latin  American  experi- 
ence made  him  a  natural  for  Dow  s  then- 


Above:  Dow  USA  President  Paul  Oreffice  with  his  wife,  Franca,  in  the  kitchen  o 
their  Midland,  Mich.  home.  Below:  Poolside  with  son,  Andy,  and  fishing  trophy. 


infant  international  business.  "I  was  the 
Dow  man  covering  France.  Italy, 
Greece.  Spain  and  the  Middle  East. 

The  Oreffice  home  on  Midland's  Sie- 
bert  Street  is  a  $200,000  Ail-American 
split-level  designed  by  wife  Franca  as  a 
comfortable  showcase  for  Oreffice  family 
antiques  dating  back  to  the  15th  century. 
There  are  also  two  game  rooms  and  a 
S30.000  heated  swimming  pool. 

Tennis  takes  up  many  of  Oreffice  s  free 
evenings  and  weekends.  "I  sometimes 
wish  I  had  been  a  pro  jock,"  he  says  a  bit 
wistfully.  He  competes,  with  consider- 


able success,  in  competitions  like  th« 
recent  American  Airlines  Pro-Am  Tenni; 
Tournament  in  Palm  Springs.  "I  pay  foi 
the  travel,  they  pay  for  the  hotel.  " 

Oreffice  still  buys  his  suits  off  tht 
peg — for  about  $250 — but  admits  thai 
Franca  has  been  upgrading  his  ward 
robe.  She  says.  "I  wouldn't  spend  mort 
than  $250  on  a  day  dress." 

At  retirement.  Franca  would  prefer  tc 
move  south,  maybe  back  to  Brazil.  Bu 
husband  Paul  likes  it  here:  "The  greates 
country  in  the  world  is  the  one  tha 
creates  incentives." 
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Donald  Loss 

Holiday  Inn  Franchiser 

The  Flaming  Success 

t)ON  Loss  had  only  mixed  results  to 
Ihow  for  his  first  13  years  as  a  business- 
nan.  He  made  some  money  building 
FHA-mortgaged  homes  but  failed  with 
in  early  Econo-Car  franchise  and  a  pea- 
mt-bagging  business.  Then,  in  1967,  at 
ge  38,  Loss  placed  a  bet  on  the  Federal 
iighway  program.  He  and  nine  friends 
n  a  local  investment  club  built  a  Holiday 
nn  franchise  on  a  vacant  lot  just  south  of 
'oledo,  Ohio.  Last  year,  with  bustling 
nterstate  75  conduiting  thousands  of 
notorists  by  daily,  the  320-room  Holiday 
nn,  along  with  a  second  franchise  in 
learby  Monroe,  Mich.,  grossed  $7.5 
nillion  and  made  a  profit  of  $600,000. 
iince  Loss  and  two  partners  bought  out 
he  other  investment  club  members  in 
971,  he  is  sitting  pretty. 
There  is  more  to  Loss'  success  than 
st  being  in  the  right  place  at  the  light 
me  with  a  vacancy  sign.  He  has  ag- 
gressively gone  after  Toledo's  consider- 
hle  corporate  business  (Libbey- 
)wens-Ford  Co.,  American  Motors' 
EEP,  Owens-Corning  Fiberglas  Corp.) 
nth  features  such  as  conference  rooms, 
acuzzis,  pinball  rooms  and  a  guaran- 
eed  three-minute  breakfast.  Those, 
j)lus  a  Dixieland  band  and  a  100-room 
ection  of  the  motel  in  ersatz  New 
)rleans  French  Quarter  style,  make  for 


something  different  in  the  normally 
staid  Toledo  area.  Loss'  Holiday  Inn 
restaurants  don't  employ  a  bonafide 
chef.  But  with  such  eclectic  decorating 
touches  as  Tiffany  lamps  and  an  antique 
bellows  hanging  from  the  ceiling,  Loss 
figures  he  can  do  without  a  cordon  bleu 
graduate  on  his  payroll.  "We're  in  the 
entertainment  business,"  he  says  be- 
tween munches  of  a  grilled  cheese 
sandwich  "We  do  a  lot  of  flaming 
dishes:  flaming  steaks,  flaming  kabobs, 
flaming  desserts." 

Last  year,  as  president  of  the  Interna- 


tional Assn.  of  Holiday  Inn  Owners,  Loss 
traveled  about  50%  of  his  time.  These 
days  he  travels  only  five  or  six  days  a 
month,  much  of  it  with  his  attractive 
wife,  Phyllis.  His  only  concession  to  "the 
good  life,"  he  says,  are  the  two  golden 
palominos,  Brandy  and  Amber,  that  he 
rides  every  morning  near  his  $100,000 
Sylvania,  Ohio  farmhouse.  He  says  he's 
not  carried  away  by  big  cars  (he  drives  a 
Ford  LTD),  boats  or  summer  homes. 
He'll  bet  on  his  own  golf  game  any  time, 
but  not  on  horses,  stocks  or  "anything  I 
don't  control." 


Above:  Franchiser  Donald  Loss  in  the  management  office  for  his  two  Holiday  Inns. 
Below:  On  one  of  his  two  golden  palominos  near  his  Sylvania,  Ohio  farmhouse. 
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Above:  Cathy  Hardwick  in  her  $250,000  Manhattan  town  house.  Below:  In  her  office  before  her  photo  portrait  by  Larry  Laslo\J 


Cathy  Hardwick 
Clothing  Designer 

"It  Just  Happened" 

Cathy  Hardwick  was  born  in  Seoul  44 
years  ago,  her  mother  a  descendant  of 
Korean  royalty,  her  grandfather  one  of 
Korea's  richest  men.  She  was  raised  in  a 
sprawling  family  compound  patrolled  at 
night  by  20  vicious  guard  dogs.  "My 
mother  wanted  me  to  be  a  musician,  to 
study  in  Paris.  But  Cathy  was  more 
interested  in  sewing  with  the  servant 
women  in  a  central  building  where  the 
commune  s  chores  were  done.  One  night 
she  raced  across  the  compound  to  join 
the  servant  women  and  was  severely  bit- 
ten by  one  of  the  roaming  dogs. 

In  1952,  when  she  was  18,  still  going 
against  her  mother  s  wishes,  Cathy  came 
to  the  U.S.  She  settled  in  San  Francisco, 
married  an  American  and  in  1961 
opened  her  own  boutique.  Her  design- 
ing talent  first  caught  the  eye  of  West 
Coast  dress  manufacturers,  then  New- 
York  s  Seventh  Avenue.  Today,  her  26- 
employee  Cathy  Hardwick  &  Friends, 
Ltd.  produces  a  S2-million-a-year  (sales) 
line  of  women's  casual  clothes  that  com- 
petes with  designs  by  Carol  Home  and 
Bill  Blass.  Even  better,  she  estimates 
the  Hardwick  name  will  appear  on  S30 
million  in  licensed  designs  this  year,  for 
sheets  (West  Point-Pepperell),  home 
furnishings  (J.C.  Penney)  and  even  bone 
china  (Mikasa).  She  estimates  that  her 


own  1978  take  from  the  licensing  deals 
will  be  $500,000— and  for  that  she  is 
unsparing  in  her  gratitude  to  her  busi- 
ness agent,  Mort  Kaplan,  the  one-time 
president  of  the  home  furnishings  divi- 
sion of  Burlington  Industries,  Inc.  "The 
licensing  is  his  brainchild.  He  guided 
me.  We  worked  for  a  goal,  and  it  just 
happened. 

Besides  Kaplan,  the  other  business- 
man in  Hardwick's  life  is  Thomas  Snow- 
don. her  sales  representative,  and  the 
man  she  has  lived  with  for  ten  years. 
Together  with  her  12-year-old  son,  An- 


thony, they  share  a  $250,000  town  houj 
on  Manhattan  s  East  Side,  decorated  in 
warm  blend  of  Oriental  and  tradition 
English  styles.  She  and  Snowdon  g| 
photographed  often  by  the  fashion  pre 
at  New  York  parties,  but  Hardwick  pn 
tests,  "We  don't  go  out  that  much  I 
rather  give  dinner  parties,  maybe  oncej 
week."  Average  cost:  $300  to  $500.  Tlj 
six  to  eight  guests  are  usually  seated  atj 
long  wooden  antique  table  in  her  couj 
try-style  kitchen.  She  does  the  cookinj 
"The  expense  isn't  the  food.  It's  tfl 
wine,  the  flowers  and  the  champagne.' 
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knottier  Keene  record  yean 
let  us  hand  you  the  facts. 


They're  facts  we're  proud  of,  because  it  was  our  greatest 
year  in  our  1  1  -year  history.  Our  1  977  earnings  hit  a 
record  $2.03  -  44%  over  our  record  1  976.  Net  income 
set  another  record:  $7.0  million.  That's  34%  over  1  976, 
and  39  times  I  967.  And  the  total  dividend  kept  climbing 

for  the  sixth  straight  year. 
Now  we're  building  and  planning  for  another 
dynamic  growth  decade.  We  just  opened  a  new  bearings 
plant.  We're  building  a  new  laminates  plant.  Solid  facts 
like  that  make  us  bullish  about  Keene's  future.  Write  us  for 
the  rest  of  the  facts;  we'll  hand  you  our  annual  report. 


KEENE 

CORPORATION 

345  Park  Avenue,  New  York,  N.Y.  10022 
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Moie  Hamburger 
Roto-Rooter  Franchiser 

Liberated,  But  .  .  . 

Moie  Hamburger — his  parents  named 
him  Mordecai — is  a  changed  man.  Born 
in  Des  Moines.  Iowa  67  years  ago,  he 
worked  two  jobs  simultaneously  during 
the  Depression,  won  a  S255  contest  prize 
that  helped  pay  for  three  years  of  college 
and  wound  up  a  captain  in  the  U.S.  Army 
in  World  War  II  Out  of  the  army.  Ham- 
burger, ambitious  and  without  any  fixed 
ideas,  took  his  family  to  Houston  and 
bought  a  Roto-Rooter  franchise.  For  the 
next  20  years  his  was  "a  structured  life, 
led  by  my  strong,  beautiful  wife.  Ettie." 
His  annual  Roto-Rooter  billings  grew  to 
SI  million.  His  income  last  year  was  "over 
$100,000.  but  not  over  $200,000  ." 

The  Hamburgers  lived  frugally  but 
well.  Extra  income  from  the  prospering 
26-truck  Roto-Rooter  business  has  been 
socked  into  5*  to  50*  shares  of  Houston 
real  estate  syndicates — "several  hundred 
thousand  dollars  invested  over  the 
years.  But  six  years  ago  Ettie  divorced 
Moie  and  moved  to  Israel.  Now  their 
son.  Jay.  32.  helps  run  the  Roto-Rooter 
franchise  and  an  Ettie-less  Moie  is  living 
it  up.  Where  he  once  signed  his  name  a 
businesslike  M  M.  Hamburger'  (Ettie 
didn  t  like  his  childhood  name.  "She  said 
it  was  es  pust  nit — Yiddish  for  "It  doesn  t 
become  vou.  *\  he  now  calls  himself 
Moie  again.  "I  am  now  a  child."  he  says. 
"I  have  no  more  guilt  feelings."  Dressed 
flamboyandy.  he  creates  surprise  and 


good  cheer  wherever  he  goes.  He  lives 
in  a  $350-a-month  two-bedroom  apart- 
ment bedecked  with  three-foot-high 
Moie  signs  and  drives  around  Houston 
in  a  1977  Chrysler  Cordoba  occasional)) 
holding  up  a  flash  card  at  women  motor- 
ists that  reads  "Hi.  I'm  Moie." 
.  Just  a  few  weeks  ago,  Moie  was  in 
Manhattan  at  the  Lone  Star  Cafe  on 
downtown  Fifth  Avenue,  appearing  as  a 
featured  performer  with  an  iconoclastic 
Texas  rock  band  headed  by  one  Kinkx 
Friedman.  While  a  delighted  standing- 
room-only  crowd  applauded  and 
cheered.  Moie  danced  onstage  wearing 


an  Arab  burnoose.  silver  lame'  pants  a)l 
girded  with  gaudy  silver  bangles. 

Strong- limbed,  barrel-voiced,  eatfl 
"nine  raw  vegetables  daily  and  climbi 
a  20-foot  rope  for  exercise,  forevi 
young  Moie  nevertheless  seems  still  f 
be  something  less  than  totally  happy. 
Houston,  his  twice-a-week  ice  danci| 
lessons,  his  yoga  sessions,  ballet  clas^ 
and  Fridav  night  belly  dancing  are 
carefully  scheduled  for  the  dim 
hour — what  Moie  calls  "the  lonfl 
time."  LateK.  he  has  been  in  touch  w| 
Ettie.  and  has  talked  her  into  joining  hj 
on  a  long  vacation. 


Abo\e:  Moie  Hamburger  on  a  Houston  bench  advertising  his  Sl-million-a-^i 
Roto-Rooter  service.  Below:  With  classmates  at  the  bar  during  weekly  ballet  class 
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Mien  Mack  sales  grow  30%, 

Signal  gains. 


;1ACK:  In  1977.  Mack  was  a  leading  manufacturer  of 
'eavy-dutydiesel  trucks  in  boththedomesticandforeign 
narkets.  This  success  enabled  Mack  Trucks  to  contrib- 
ute $37.0  million  totheearnings  of  TheSignal  Companies 
ha  55%  increase  over  1976. 

iARRETT:  Sales  to  the  general  aviation  market,  plus 
rowing  demand  for  fuel-saving  turbochargers  and  the 
modernization  of  rapid  transit  systems,  led  to  higher 
ales  and  earnings  for  The  Garrett  Corporation  in  1977. 
:s  contribution  of  $40.4  million  to  Signal  earnings  is  a 
1%  increase  over  1976. 

IOP:  Increasing  activity  in  three  major  markets,  world- 
wide energy  environmental  control  and  engineered 
Iroducts,  enabled  UOPto  contribute  $11.4  million  to 
signal  earnings  in  1977-up  78%  over  1976. 


LANDMARK:  Signal's  other  operating  units  and  invest- 
ments range  from  Signal  Landmark  Properties  to 
shipping  and  broadcasting.  Although  much  smaller 
than  Garrett,  UOP,  or  Mack  Trucks,  this  group  earned 
$17  million  in  1977-up  95%. 

It  all  adds  up  to  a  record  year  for  Signal.  Sales  up  20% 
to  $3  0  billion.  Earnings  up  58%  to  $101.5  million. 

Over  the  past  two  years  short-term  debt  decreased 
by  $100  million,  while  sales  increased  $800  million. 
We're  projecting  capital  expenditures  of  almost  one-half 
billion  dollars  in  the  next  five  years,  with  about  80%  of 
our  funds  coming  from  operations.  Our  success  is 
creating  the  capital  for  future 
Signal  successes. 


The 


Signal  Companies 

One  Signal  success  leads  to  another 


5 


Manufacturer's  representative  John  Porterfield  (above)  runs  on  the  beach  just  15  minutes 

John  Porterfield 
Manufacturer's  Representative 

In  Control 


When  John  Porterfield  was  a  child 
he  wanted  to  be  a  star  when  he  grew 
up — "any  kind  of  a  star.  "  At  27,  tanned, 
red-bearded  Porterfield  has  kind  of 
made  it.  He  is  sole  owner  of  Major  Por- 
terfield, a  Los  Angeles-based  sales  rep- 
resentative for  26  gift  and  accessories 
manufacturers  that  grossed  $375,000  in 
commissions  last  year.  From  that,  Por- 
terfield takes  over  $100,000  in  income. 
He  travels  all  over  the  world  doing  busi- 
ness. "I  plan  to  be  in  Europe  a  couple  of 
times  this  year. "  He  stays  at  the  best 
hotels  ("They're  more  convenient")  and 
he  eats  well  ("I  spent  $845  on  business 
dinners  last  month").  In  short,  he  is  liv- 
ing a  star's  life. 

Porterfield  is  a  natural  businessman.  It 
apparently  runs  in  the  family.  His  par- 
ents, who  were  poor  when  Porterfield 
was  a  boy,  now  are  owners  of  a  chain  of 
Michigan  restaurants.  In  1975,  after  five 
years  in  five  colleges  studying  art,  music 
and  science,  he  casually  took  a  job  selling 
for  a  California  manufacturer's  repre- 
sentative. "It  was  a  lucky  find  for  me," 
he  recalls.  "I  didn't  even  know  the  busi- 
ness existed."  Seven  months  later  he 
started  Major  Porterfield.  "I  said,  'Jeez, 
I'm  making  another  man  a  lot  of  money. 
What's  the  risk  of  doing  it  for  myself?' 
Today  his  company  sells  thousands  of  gift 


items,  including  "the  finest  collection  of 
imported  boxes,  baskets  and  East  Indian 
frames"  to  5,000  accounts  across  the 
U.S.,  including  specialty  shops  and 
stores  such  as  Bloomingdale's,  Bullock's 
and  Nieman-Marcus. 

Bachelor  Porterfield  lives  in  a  $1,850- 
a-month  Santa  Monica  beach  house  built 
by  Charlie  Chaplin,  just  15  minutes  from 
Los  Angeles.  He  is  on  the  freeway  by  7 
a.m.  each  day  in  a  company-leased  Cad- 
illac (his  own  car  is  a  1966  Ford  Mustang) 
headed  for  a  typical  ten-hour  day  at  his 
downtown  showroom.  His  free  time  is 


from  his  Los  Angeles  showroom  (below) 

spent  running  on  the  beach — "I  run  5| 
miles  a  month" — or  just  relaxing  witl 
friends.  "A  lot  of  things  that  might  b 
blocking  you  in  business  seem  minut 
when  you  get  out  here.  "  He  says  he  use 
to  go  to  parties  more,  "but  I  got  thi 
burned  out  of  me  when  I  was  younger, 
This  year  he  has  been  to  New  York  fou 
times  for  business.  To  Porterfield  thj 
key  is  his  sense  of  independence.  He 
almost  mystical  about  this  ...  a  kind  c 
Zen  capitalism.  He  makes  money 
says,  "because  money  doesn't  scare  m 
I'm  in  control  of  mv  own  future." 
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NET  INCOME.  ONE  REASON 
PEOPLE  TUNE  IN  CCC. 


CCC  stands  for  Combined  Communi- 
cations Corporation.  And  Combined 
Communications  Corporation  stands  for  a 
network  of  37  profit  centers  in  18  states 
and  6  Canadian  provinces. 

We  operate  television  stations,  radio 
stations,  big-city  newspapers,  outdoor  adver- 
tising companies ...  in  short,  our  business 
is  delivering  advertising  information  to  con- 
sumers through  diversified  media.  And 
business  is  good. 

As  you  can  see  from  our  graph  below, 
last  year's  net  income  was  $20.6  million 
compared  to  $16.3  million  the  year  before. 

Our  primary  earnings  per  share 
(exclusive  of  non-recurring  gain  in  fourth 
quarter  1976)  increased  33%.  And  net 
revenue  reached  $228  million  in  1977  vs. 
$186  million  in  1976. 

CCC  has  been  in  business  for  10  years 
and  we've  been  profitable  every  year.  And 


we've  noticed  that  people  have  been  noticing. 
As  we've  been  growing,  there's  been  a  grow- 
ing interest  among  private  investors,  brokers, 
funds,  trusts  and  portfolio  managers. 

We  have  free  enterprise  to  thank. 

Free  enterprise  gives  impetus  to  com- 
petition. Competition  encourages  advertising. 
And  together,  advertising  and  competition 
encourage  product  improvements,  better  ser- 
vices and  the  growth  of  our  economy.  We 
at  CCC  are  proud  to  be  members  of  the  adver- 
tising industry  and  proud  of  that  industry's 
growth  within  our  free  enterprise  system. 

For  a  free  booklet  entitled  "How 
Advertising  Works  In  Our  Free  Enterprise 
System,"  plus  a  copy  of  our  1977  Annual 
Report,  write  to:  Ray  Cox,  P.O.  Box  25518, 
Phoenix,  Arizona  85002.  Our  NYSE  symbol 
is  CCA. 
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As  long  as  people  communicate,  we'll  continue  to  grow. 

Combined  Communications  Corporation 

Television  — WXIA-TV  (ABC)  Atlanta  KBTV-TV  (ABC)  Denver  WPTA-TV  (ABC)  Fort  Wayne  KARK-TV  (NBC)  Little  Rock.  WLKY-TV  (ABC)  Louisville 
KOCO-TV  (ABC)  Oklahoma  City  KTAR-TV  (NBC)  Phoenix  Radio— WGCI-FM  Chicago  WVON-AM  Chicago  WDOK-FM  Cleveland  WWWE-AM 
Cleveland  WDEE-AM  Detroit  WLDM-FM  Detroit  KIIS-AM  &  FM  Los  Angeles  KBBC-FM  Phoenix  KTAR-AM  Phoenix  KEZL-FM  San  Diego  KSDO-AM 
San  Diego  MUZAK  Arizona  Outdoor  — ELLER  OUTDOOR  in  Denver.  St  Louis,  Detroit.  Flint.  Grand  Rapids.  Oakland/San  Francisco/San  Jose, 
Tucson,  Sacramento.  Kansas  City,  Phoenix.  Houston,  Chicago  PACIFIC  OUTDOOR  in  San  Diego.  Los  Angeles  CLAUDE  NEON  in  Montreal,  Quebec, 
Winnipeg.  Ottawa,  Hamilton, Toronto  Sign  Manufacturing— Claude  Neon  Industries.  Limited,  Canada  Tennessee  Continental  Corporation 
(TENCON),  Centerville,  Tennessee  Newspaper  — The  Cincinnati  Enquirer  The  Oakland  Tribune  Supermarket  Merchandising  — PI  A  Merchandising 
Company  throughout  California.  Arizona  a^d  Nevada 


Robert  M.  Davies 
Real  Estate  Broker 

"I  Made  Up  My  Mind" 

In  1968  Robert  M.  Davies  bought  out 
two  partners  of  then-struggling  The  Bill 
Snyder  Co.  Realtors,  a  Portland,  Ore.- 
based  residential  brokerage  firm  with  a 
staff  of  300  sales  people  in  14  statewide 
offices.  The  company's  gross  sales  have 
increased  .50%  in  each  of  the  last  three 
years.  Of  Bill  Snyder's  $4-million  1977 
gross  income,  Davies  took  home 
$150,000,  plus  company  benefits. 

Davies  says  he  built  Bill  Snyder  by 
working  80  hours  a  week,  demanding 
success  from  himself  and  his  employees. 
He  was  a  "confirmed  workaholic"  who 
grew  "antsy  '  after  a  few  days  of  vacation. 
He  has  slowed  down  since  then,  but  he 
and  his  wife,  Dorothy,  who  helps  run  the 
business,  "seldom  turn  it  off  when  we 
get  home.  "  They  live  on  a  hillside  over- 
looking Portland  in  a  beautifully  pre- 
served, three-story,  turn-of-the-eentury 
house.  With  added  swimming  pool  and  a 
two-car  garage  it  is  worth  about 
$200,000.  He  drives  a  company-owned 
$16,000  late-model  Cadillac  (a  leather- 
upholstered  top-of-the-line  Fleetwood 
Brougham  D'Elegance),  and  there  is  a 
weekend  getaway  house  without  a  tele- 
phone on  the  Oregon  coast. 

What  with  child  support  (he  has  three 
children  by  an  earlier  marriage)  and 
mortgage  payments  on  his  home,  beach 


1 

1 


house  and  a  nearby  condominium,  Da- 
vies, now  44,  figures  he  needs  at  least 
$36,000  a  year  to  make  ends  meet.  His 
surplus  goes  into  real  estate.  Right  now 
he  owns  four  Bill  Snyder  office  build- 
ings, part  of  personal  holdings  he  values 
at  over  $900,000. 

Davies  didn't  hit  immediately  on  his 
ticket  to  prosperity  .  Spurred  by  long- 
range  financial  goals  set  for  himself  dur- 
ing his  Army  years,  he  tried  to  make  it  in 
the  industrial  feeding  business,  then  in- 
vested in  Florida  real  estate  before  tak- 
ing over  Bill  Snyder.  "It  sounds  merce- 


nary," says  the  slender,  carefully  tailored! 
Davies,  "but  it  was  the  tangible  financia|| 
success  that  I  wanted." 

As  his  company  continues  to  grow- 
four  new  offices  will  be  built  this  year — I 
Davies'  continued  success  becomes! 
more  dependent  on  the  managers  he| 
hires.  To  help  spot  them  he  subject^ 
prospects  to  a  personality  profile  testJl 
He  recently  administered  the  test  tol 
himself.  It  found  him  to  be,  among  other! 
things,  dominant,  rigid,  opinionated  and! 
"capable  of  building  a  business  from| 
nothing." 


Above:  Robert  Davies  in  his  office.  Below:  Before  a  new  home  offered  by  his  Portland,  Ore. -based  real  estate  firm. 
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The  power  of  technology 
is  the  power  to  create. 

Creating  the  gas  turbines 
that  can  cut  electrical  costs 
to  consumers 
is  one  way 
we're  using  ours. 


The  Communicators 


irough  our  growing  network  of  overseas  facilities  —  branches,  representative 
^  :es,  subsidiaries  and  correspondents— Manufacturers  Hanover  offers  international 
tj  omers  direct  access  to  virtually  any  marketplace  in  the  world.  Consider  the  source. 

MANUFACTURERS  HANOVER 
The  financial  source.Worldwide. 


Balance, 
stability 
&  maturity 

That's  what 
brought  White 
Consolidated 
five  record 
years  in  a  row 

We're  particularly  pleased 
with  our  record  performance 
of  1977  because  it  was  a 
difficult  year  for  a  number  of 
our  key  markets. 

It  was  a  year,  for  example, 
that  saw  the  Canadian 
economy,  an  important  area 
for  our  major  appliance 
business,  slump  badly.  The 
markets  for  our  steel  mill 
machinery  and  equipment, 
and  our  textile  machinery 
remained  depressed.  And  the 
severe  weather  and  energy- 
related  problems  of  the 
first  quarter  in  1977  hurt  M. 
business. 

Certainly,  the  past  five 
years,  as  everyone  who  reads 
this  knows  very  well,  was  a  £ 
period  to  test  the  mettle 
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of  any  company.  So  our  pie 
ure  is  compounded  when  v 
look  at  these  past  five  yean 
of  record  performance. 

Because  it  offered  sue 
a  severe  test,  this  period 
speaks  well  for  the  maturib 
White  Consolidated  has  no 
achieved. 

Not  that  this  guaranti 
identical  records  in  the  nex 
five  years.  But  it  does  spea 
well  for  the  balance  and 
stability  we're  getting  from 
two  groups  of  companies  t 
serve  the  needs  of  two 
totally  different  marketplac 
the  consumer  market,  prin 
pally  with  major  home 
appliances  (we're  now  the  t 
largest  manufacturer  of  ma 
home  appliances);  and  the 
industrial  market  where  we 
sold  some  $525  million  wc 
of  heavy  machinery  and  ol 
equipment  in  1977. 

White  Consolidated  isi 
a  very  interesting  comparr 
today.  And  our  new  annua 
report  examines  it  with  a  f 
rspective  and  in  unusuej 
epth. 

Write  Ron  Fountain, 
Director  of  Investor  Relatic 
for  a  copy.  We'd  like  you  tc 
have  one. 

White  Consolidate* 
Industries,  Inc 

Cleveland.  Ohio  44111 
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lartin  Sullivan 
lastic  Surgeon 

he  Family  Man 

martin  Sullivan,  now  53,  started  out 
I  a  dentist,  then  switched  to  plastic 
Iirgery  when  he  became  interested  in 
lead  and  neck  trauma.  After  seven  years 
J  postgraduate  work  and  four  years  of 
I'sidency,  he  was  so  in  debt  it  took  him 
even  years  to  get  out.  This  year,  in  his 
pth  year  of  joint  practice  with  colleague 
jrank  Pirruccello  (their  annual  malprac- 
fce  insurance  costs  $66,000),  Sullivan 
Ipects  to  make  $125,000. 
f  Throughout  the  Sixties  most  of  their 
lactice  in  the  Chicago  suburb  of 
fcvanston,  111.  involved  accident  victims 

id  congenital  deformities.  More  re- 
jfntly,  "since  the  sexual  revolution," 
jismetie  surgery  has  taken  over.  Price 
It:  nose  jobs,  $800;  eyelids,  $800  for 
|ur;  breast  enlargements,  $1,300.  "In 
le  past,"  a  droll,  seemingly  bemused 
nllivan  says,  "women  would  say  any- 

ing  to  get  past  my  receptionist  into 

y  office.  Then  they  would  tell  me 
(ivately  that  they  wanted  their  breasts 
|ilarged."  Today  they  come  right  out 

|.th    it,    and    Sullivan's    income  has 

illooned. 

I  As  the  father  of  eight  children,  seven 
them  girls  and  five  of  them  living  at 
>me  (three  are  in  college),  Sullivan 
uds  that  "the  benefits  don't  accrue  the 
py  thev  did  when  butter  was  67  cents  a 


Above:  Chicago  plastic  surgeon  Martin  Sullivan  with  his  $20,000  vintage  Lincoln 
Continental.  Below:  With  wife,  Jean  (right),  and  six  of  their  eight  children. 


pound."  Frugality  helps.  His  wife,  Jean, 
a  former  nurse,  keeps  the  grocery  bill 
down  to  $160  a  week.  With  an  added 
$23,000  wing  on  the  house  and  a  four-car 
garage,  the  family  remains  comfortable 
in  the  six-bedroom  suburban  house  Sul- 
livan bought  new  in  1960  for  $37,000. 

Sullivan  speaks  wistfully  of  a  Europe- 
an vacation  some  day.  "I  almost  took  the 
entire  family  once,  but  we  bought  a 
$30,000  GM  motor  home  instead.  We  go 
to  places  like  Yellowstone  National  Park 
twice  a  year."  With  so  many  potential 
doctors  around  the  house,  inflation  is  a 


problem.  Today,  he  says,  "It  would  cost 
me  $75,000  in  tuition  alone  for  one 
medical  student."  For  the  future  there  is 
a  120-acre  Missouri  farm  (that  he  leases), 
a  Wisconsin  vacation  tract  "that  I  might 
subdivide  some  day"  and  a  vintage  Lin- 
coln Continental  worth  about  $20,000. 
In  the  meantime,  even  little  savings 
help.  Sullivan  keeps  a  full  setup  of  dental 
equipment  in  his  basement  to  repair  his 
children's  teeth.  "It's  nice,  you  know," 
he  says,  smiling.  "On  a  Saturday  after- 
noon, if  anything  goes  wrong,  we  just 
whip  down  there  and  take  care  of  it." 
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Above:  Log  hauler  Vince  Nelson,  63,  with  his  hunting  dogs  Ruff  and  Jebb  near  his  Monroe,  Wash.  home.  Below:  Nelson  on  the  joqi 


Vince  Nelson 
Log  Hauler 

Independent 

Vince  Nelson's  father,  a  Swedish  im- 
migrant lumberjack,  told  his  children 
that  he  probably  wouldn't  leave  them 
any  money  but  he  d  teach  them  how  to 
work.  Son  Vince  learned  that  lesson 
well.  At  11  he  was  working  in  a  lumber 
camp  as  a  signaling  man  for  the  yarding 
operator  who  pulled  the  logs  onto  the 
landing.  Now  62,  stocky,  weather-lined 
Vince  Nelson  runs  an  $800,000-a-year 
log-hauling  business  out  of  a  large  metal 
structure  in  Monroe,  Wash.,  just  45 
minutes  from  Seattle.  His  Nelson  Broth- 
ers Logging  Co.  employs  35  log  cutters 
and  drivers  who  cut  trees  for  companies 
such  as  Weyerhaeuser  Co.  and  haul  the 
logs  to  timber  mills. 

Nelson's  biggest  expense  is  a  $200,000 
payroll.  But  his  machines  are  costly,  too: 
five  giant  $75,000  Paccar  Kenworth  log- 
hauling  trucks,  a  $165,000  Bucyrus-Erie 
log  loader  and  a  $105,000  Washington 
Iron  Works  yarding  spar  that  today 
might  cost  $450,000  brand  new. 

Nelson  took  "approximately  $100,000" 
from  his  business  last  year,  including 
company-purchased  health  and  life  in- 
surance policies  and  a  company-paid 
profit-sharing  plan.  He  shelters  about 
$17,000  to  $18,000  a  year  from  taxes 
through  a  95%  ownership  of  a  21-unit 
low-income  housing  complex  in  Monroe. 


Says  Nelson,  "I  always  wanted  to  do 
better  than  work  for  wages." 

But  he  doesn't  want  to  overdo  it,  ei- 
ther. "I  don't  want  a  $5-million  busi- 
ness," he  says.  He  drives  two  company- 
owned  vehicles,  a  1975  Oldsmobile  sta- 
tion wagon  and  a  pickup.  His  quiet,  at- 
tractive wife,  Vivian,  drives  her  own 
1975  Buick  Electra.  They  live  in  a 
$90,000,  3-bedroom  ranch-style  house 
set  back  off  a  Monroe  road  and  own  a 
summer  house  on  Lake  Boesinger,  12 
miles  to  the  northeast. 


Nelson  says  he  likes  working  in  th 
forest  (and  pheasant  hunting  as  recr 
tion),  but  now  that  his  son,  Bichard 
a  Vietnam  veteran,  is  working  in  th 
business,  he  spends  more  time  in  th 
office  above  his  house.  "I  have  enougi 
money  to  do  what  I  want.  I  like  to  visi 
my  daughter  [Karen,  34,  in  Bancho  Bei( 
nardo,  Calif]  and  play  golf." 

But  Vince  Nelson  doesn't  think  he' 
ever  retire.  He  says  he  wouldn't  knew 
what  to  do.  Besides,  he  says,  "I  neve 
felt  deprived  by  having  to  work. 
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Diamond  International  feels 
you  need  an  explanation. 


ijorld  of  corporate  Diamonds  (Diamond  Crystal  Salt,  Dia- 
(jlM,  Diamond  Shamrock,  etc.)  no  wonder  you're  confused. 
L'jp're  the  only  Diamond  that  comes  from  trees.  And  what 
i<j  from  those  trees-including  the  highest  dividend  yield  in 
(jld-is  quite  a  story. 

it  that  match  image!  Over  90  years 
He  began  as  Diamond  Match-we 
jj[;d  the  first  safety  match.  And  we're 
■e  of  the  world's  largest  matchmakers. 
Ilw  matches  account  for  less  than  5% 
Htotal  business.  So  that  still  leaves 
H%  in  the  dark.  And  for  a  company 
ifisales  in  1978  will  top  a  billion  dollars,  that's  a  lot. 
ra  tree-growing  company.  We  grow  our  own  raw  materials- 

1.4  million  acres  of 
trees  in  the  North- 
east and  West.  A 
natural,  renewable 
resource.  Which 
protects  us  and  our 
customers.  Nearly 
40%  of  our  timber 
needs  come  from 
our  own  lands.  (At 
jafion  of  the  cost  of  purchased  timber.)  And  our  scientific 
|j/]:ion  makes  sure  we  get  maximum  product  recovery  from 
Wree  we  harvest.  And  that  every  tree  we  harvest  is  replaced. 

We  also  produce 
our  own  pulp 
which  fills  most 
of  our  paper-mill 
raw  material 
needs.  This 
helps  insulate 
SS^SESSp^^O&^Q^        us  against 
J^S.  V       ®  shortages  and 

>v  \»    price  spirals. 

^  t    In  fact,  our  pulp 

nocturing  facilities  are  as  efficient  as  any  in  the  industry. 

.a  m wide  packaging  company.  Much  of  our  pulp  and  paper 
sjto  packaging  products.  Folding  cartons.  Egg  cartons 
y  or  meat  and  produce.  And  for  fast  food  chains.  All  are 
d<:radable,  so  they  help  protect  the  environment,  too 
We're  also  a  major  commercial  can 
company.  And  the  largest  producer 
of  non-aerosol  mist  sprayers: 
"The  only  propellent  they  use  is 
your  finger." 
pijjumer  products  company.  Yes,  even  though 
nlnow  n  by  other  names.  Like  Bicycle? 
Wss®and  Tallv-Ho*playing  cards.  Vanity  Fair 
Mowels  and  tissues.  We  also  make  cotton  swabs 
I '  »oden  products  from  tongue  depressors  to  toothpicks. 


A  homemaker.  A  retailer.  Building  lumber  is  big  business  at 
Diamond.  And  getting  bigger.  We  sell  it  for  new  homes-or  home 


renovation  and  expansion. 

We  also  operate  over  60 
retail  home  centers  in  the 
Northeast  and  West:  A  do-it- 
yourselfer's  dream.  And  we 
expect  to  dramatically 
accelerate  that  number  in  the 
next  five  years. 
An  anti-cyclical  company. 
We  try  to  avoid  roller  coaster 
rides-with  product  lines  that 
balance  and  complement 
each  other.  Our  building 

materials,  for  example.  We  re  e*Pandins  be 

When  U.S.  housing  starts  begin  to  drop  off,  home  remodeling 


ause  you  are. 


and  renovation  usually  boom.  So  we've 
got  the  best  of  both  worlds. 

Diamond  also  makes  products  that 
thrive  when  people  stay  home,  and 
others  that  do  well 
outdoors. 

The  kinds 
of  products 
that  every 
consumer 
uses,  every 
business 
and 

industry 
needs.  J&fd 


A  dividend  payer.  For  97  years  in  a  row.  For  four  generations 
Diamond  has  paid  stockholder  dividends,  and  never  missed 
a  year.  Only  seven  other  New  York  Stock  Exchange  industrials- 
out  of  over  1500-can  equal  or  better 
this  record.  Not  surprisingly, 
Diamond's  average  dividend 
stock  return  for  the  last 
five  years  is  the  highest 
among  all  U.S.  forest 
products  companies. 
A  tomorrow  company. 
You  grow  best  doing  what 
you  know  best.  That's  why 
we've  tried  to  diversify  by  design. 

.  .  ,  The  Diamond 

Choose  markets  that  are  growth-      market  today, 
oriented.  That  "fit!' So  we're  set  for  tomorrow. 

Diamond  International.  The  245th  largest  company 
in  the  U.S.  Nearly  $1  billion  in  sales.  And  moving. 
For  further  information  write: 
Ray  Dubrowin,  Vice  President,  Public  Affairs.  Dept.  F-18-1. 


DIAMOND  INTERNATIONAL 

Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N  Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


memo  from 
marsh  &  Mclennan 


It  used  to  be 
easy  to  tell  the 
good  guys  from 
the  bad  guys* 

Not  any  more.  Many  of  today 
most  elusive  criminals  don't 
look  much  different  from  you 
and  me.  They  may  be  right 
there  on  your  payroll,  withou 
you  knowing  it.  That  is,  until 
it's  too  late. 

That's  one  reason  why  banks 
stockbn  >kers,  insurance  core 
panies  and  other  financial 
institutions,  though  among 
the  most  respected  elements 
our  business  community,  an 
beset  by  some  of  today's  mosIB 
severe  insurance  problems.  I 

I  n  the  area  of  cri  me  losses 
alone,  many  financial  institulB. 
tions  have  had  difficulty  ob-  1 
taining  adequate  amounts  ol  I 
insurance  and  some  even  op<  I 
ate  without  coverage.  In  newjB 


peas  of  insurance  coverage— 
ich  as  liability  under  ERISA, 
lectronic  Fund  Transfer, 
lutomated  Teller,  and  Debit 
arcl  -  underwriters  have 
ranted  insurance  either 
paringly  or  not  at  all. 

'verall,  insurance  coverage  in 


U.S. Commercial  Banks 
Blanket  Bond  Experience 
Premiums  vs.  Losses 


is  field  has  undergone  several 
unds  of  policy  restrictions 
id  substantial  increases  in 
-ductibles  in  recent  years. 

vo  factors  compound 
e  situation. 

rst  of  all.  the  insurance 
arket  for  most  coverages 
irehased  by  financial 
stitutions  is  served  by  a 
jfnited  number  of  insurance 
mpanies,  few  of  size,  and 
veral  offering  only  special- 
d  lines  of  coverage. 

J.'cond,  in  the  category  of 
me  insurance  coverage,  the 
surance  industry  has  paid 
t  tremendous  sums  of  money 
er  the  past  five  years, 
ulting  in  large  operating 
ficits  even  after  taking  into 
count  investment  income. 

nsequently,  there  is  a  crucial 
f  ortage  of  the  capital  and 
rplus  necessary  to  provide 


arsh& 
Iriqennan 


for  the  insurance  requirements 
of  the  financial  community. 
Paradoxically,  these  factors 
have  converged  at  a  time  when 
the  risks  of  loss  confronting 
financial  institutions  have  in- 
creased many  times  because  of 
new  technologies  and  business 
expansion,  coupled  with 
changes  in  the  social  and  legal 
environment  in  which  financial 
institutions  operate. 

How  Marsh  &  McLennan 
is  tackling  the  problem. 

Specialization!  By  bringing 
together  a  group  of  financial 
institution  insurance  profes- 
sionals and  making  this  a 
Marsh  &  McLennan  resource 
available  to  our  clients  any- 
where. The  diversity  of  skills 
represented  by  this  group, 
which  can  be  tapped  through 
our  offices,  includes  experts  in 
risk  analysis,  underwriting, 
claims  management  and  loss 
prevention,  as  they  relate  to  the 
truly  unique  loss  exposures 
faced  by  financial  institutions. 

This  group  is  actively  engaged 
in  an  attempt  to  ease  the  pres- 
sure on  financial  institutions 
by  increasing  the  underwriting 
capacity  available  to  them,  and 
by  seeking  widespread  industry 
support  for  these  efforts. 

Further,  in  the  area  of  crime 
claims,  difficulty  in  establish- 
ing and  proving  losses  is  one  of 
the  most  troublesome  and  frus- 
trating aspects  of  this  type  of 
insurance.  Marsh  &  McLennan, 
by  concentrating  the  skills  of 
its  people  in  this  field  is 
thoroughly  knowledgeable  in 
the  details  necessary  to  estab- 
lish claims  properly  with  insur- 
ers. Also,  we  offer  specific 
experience  in  the  mechanics 
of  documenting  proof  that 
losses  were  insured  in  those 


cases  where  discovery  of  the 
losses  was  made  long  after  the 
crimes  had  been  committed. 

Most  of  all,  Marsh  &  McLennan 
has  learned  through  special- 
ization that  standards  for  loss 
prevention,  consistently 
applied  are  the  best  way  to  pre- 
vent or  to  reduce  losses,  and  in 
turn,  to  reduce  premiums. 

Simply  put,  no  insurance  bro- 
ker is  better  equipped  or  is  bet- 
ter organized  to  respond  to  the 
diverse  insurance  needs  of 
financial  institutions. 

In  other  words,  we're  good  guys 
to  have  on  vour  side. 


If  you'd  like  to  know  more,  we 
have  prepared  a  kit  containing 
up-to-date  information  on  this 
important  subject,  which  we'll 
send  you  on  request.  Write  to 
Dept.  400  FB.  Marsh  & 
McLennan,  Incorporated. 
122 1  Avenue  of  the  Americas, 
New  York.  N.Y.'  10020. 


Our  specialists  in  insurance Jor financial 
institutions  are  ready  loserve  you. 


)  1978.  Marsh  &  McLennan.  Incorporated 
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orrest  Fenn 
ijfrt  Dealer 

:ool  Hand 

Kdrrest  Fenn,  47,  a  soft-spoken,  quiet- 
H  willful  man,  retired  from  the  Air  Force 
If  1970  after  a  20-year  career  as  a  poker- 
nying  fighter  pilot.  Says  Fenn,  "I  al- 
ls s  won.'  Since  then  he  has  parlayed 
5,000  savings  into  an  enormous  art 
llery  in  Santa  Fe,  N.M.,  on  which  he 
akes,  in  various  ways,  $600,000  a  year. 
His  Fenn  Galleries,  Ltd.  is  a  13,600- 
uare-foot  adobe  crammed  like  a  piriata 
th  paintings,  sculpture,  jewelry  and 
dian  objects.  He  valued  his  inventory- 
it  month  in  the  multimillions,  includ- 
5  a  $285,000  Georgia  O'Keeffe  canvas 
d  a  $40,000  painting  of  Geronimo. 
"My  wife  and  I  take  salaries  totaling 
,000  a  month,  plus  we  lease  this  build- 
;  to  the  gallery  for  $3,500  a  month," 
inn  explains.  "Then  we  turn  around 
d  lend  most  of  that  back  to  the  com- 
ny  at  8V4%  interest.  "  On  top  of  that,  of 
urse,  come  the  profits  of  his  gallery. 
At  one  end  of  the  long  building  on 
nta  Fe  s  Paseo  de  Peralta,  Fenn,  his 
rk-haired  wife,  Peggy,  and  their  two 
'nage  daughters  live  in  ten  bright,  airy 
jms  of  southwestern  colonial  and  Indi- 
art  and  artifact — relic  burial  urns, 
>pi  kachina  dolls,  a  huge  17th-century 
rtuguese  bed — all  part  of  a  nearly  $2 
llion  personal  collection  protected, 
e  the  gallery,  by  burglar  alarms  and 


closed-circuit  television. 

Fenn  says  he  doesn't  know  much 
about  art,  but,  using  advertising  and 
marketing  techniques,  he  started  pro- 
moting Russian  painter  Nicolai  Fechin 
when  Fechin  canvases  were  worth 
$5,000.  Fenn  Galleries'  first  Fechin 
show  late  in  1976  sold  90  paintings  and 
grossed  $1.6  million. 

Fenn  is  an  uninhibited  trader.  "I'll 
trade  a  bracelet  for  six  rings,  then  give 
three  of  the  rings  for  a  bracelet  and  a 
necklace.  I  still  owe  somebody  paintings 


for  that  Alfa  Romeo  out  there."  He  also 
traded  four  paintings  and  $25,000  for  his 
$90,000  single-engined  Rockwell  Com- 
mander airplane. 

He  and  wife  Peggy  socialize  with  San- 
ta Fe  neighbors  ("John  Ehrlichrnan  one 
time.  Sharp  guy")  and  art  customers 
("Robert  Redford.  He's  top-of-the-line, 
boy  ").  For  recreation  they  go  rafting  in 
southwestern  rivers  and  have  been 
known  to  skinny-dip  in  New  Mexico's 
hot  springs.  Says  Fenn,  "Next  time  I 
retire  I'm  going  to  take  up  golf  again.  " 


Above:  Forrest  Fenn  and  his  wife,  Peggy,  in  the  study  of  their  Santa  Fe,  N.M.  home. 
Below:  In  the  offices  of  Fenn  Galleries,  Ltd.,  guarded  by  closed-circuit  television. 
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Edward  Block 
Liquor  Distributor 

"I'm  Lucky" 

Edward  J.  Block  says  he  never  wanted 
a  college  education.  Instead,  lie  went 
west  during  the  Depression  and  worked 
as  a  $40-an-hour  rnusie  arranger  lor  the 
movies.  He  drove  a  fancy  red-and-black 
LaSalle  coupe  around  Hollywood  and 
drank  too  much.  Says  Block,  63,  "I  could 
see  that  I  was  going  to  wind  up  a  bum." 
Settling  down,  he  took  a  job  selling  whis- 


key in  Denver.  In  1939  he  started  a  San 
Antonio  wine  bottler  with  $1,000  savings 
plus  a  borrowed  $1,000.  Nine  years  lat- 
er, when  Seagram  Co.,  Ltd.  segmented 
its  Texas  distributorship,  Block  got  a 
third  of  it.  "I  was  $175,000  shy  of  the 
necessary  $250,000  net  worth.  But 
friends  helped  me  out.  Friendship  is  a 
big  thing  in  this  business."  , 

Today,  with  his  son  and  son-in-law, 
Block  runs  one  of  the  largest  liquor  dis- 
tributorships in  Texas — Block  Distribut- 
ing Co.  Besides  the  full  Seagram's  line,  it 


distributes  spirits  for   Heublein,  Inc., 
Brown-Forman  Distillers  Corp.,  Bacardi 
Imports,  Inc.  and  K.&J.  (.alio  Winery 
over   a   75,000-square-mile    area.  He 
makes  well  over  $  1(H), 000  a  year  today, 
but  it  took  a  while  to  get  there.  "At  firs 
we  needed  to  accumulate  capital,  so 
drew  as  little  as  possible  out  of  the  hu 
ness.  I  had  a  salary  of  about  $15, (XX) 
1949.   By  1954  I  was  in  the  $50, 
range." 

Block  and  his  second  wife,  Carm 
(his  first  wife  died  seven  years  ago),  li 
in  a  $200,000  designer  home  on  the  ed 
of  a  San  Antonio  golf  course.  He's  trim 
well-tailored,  drives  a  $20,000  chocola 
brown  Jaguar  XJ-S  and  still  sits  down 
play  the  piano  while  he  is  waiting  fo 
Carmen  ("She's  83%  of  my  age")  to  pre-) 
pare  for  an  evening  out  together.  He  i<| 
friendly,  an  easy  talker,  but  no  push] 
over.  A  few  years  ago  Block  was  denied 
membership  in  the  local  Rotary  because 
he  says,  he  was  in  the  liquor  business 
"When  they  relaxed,  I  joined.  Then  I 
resigned." 

Block  says  his  company  is  so  well  or^a- 
nized  today  that  he  and  Carmen  car] 
travel — their  favorite  hobby — for  si! 
weeks  at  a  time.  With  varying  success  hi\ 
invests  in  real  estate,  common  stocks,  dm 
wells  ("I  lost  about  $100,000  in  oil  venl 
tures")  and  even  Broadway  shows.  A  bom 
his  success  he  says,  "You'd  like  to  say1 
'I'm  a  hell  of  a  guy,'  but  really  ,  I'ii 
lucky." 


Above:  Liquor  distributor  Edward  Block  heads  for  the  golf  course  next  to  his  San 
Antonio  home.  Below:  The  erstwhile  composer  at  the  piano  with  wife  Carmen. 
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These  famous  symbols  all  have  something  in  common 


V 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as  the 
53rd  largest  U.S.  industrial,  with 
1977  sales  of  over  $3.8  billion. 

And  diversified.  Greyhound's 
activities  run  from  transpor- 
tation to  food  to  soap  to 
computer  leasing  to  restaurants 
to  display  contracting  to  jet 
fueling  systems  at  major 
airports  and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's  the 
front-runner  in  most  of  them. 

Greyhound  is  the  number 
one  transportation  company 
on  earth  ...or  in  the  sky.  In  1977, 
we  carried  22  million  more 
people  than  United  Airlines, 
America's  largest  airline. 

Greyhound's  Armour  is 
America's  leading  producer  of 


bacon  and  the  second  leading 
seller  of  hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
number  one  selling  soap  in 
America.  And,  together  with  our 
Tone  brand,  our  two  soaps  have 
a  larger  dollar  share  of  market 
than  any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Proctor  and  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation  equip- 
ment in  the  U.S.  —  in  fact,  we 
own  more  jets  than  some 
airlines.  And  we  operate  the 
premier  group  of  display 
companies  in  the  entire  country, 
Greyhound  Exhibitgroup 

In  short,  Greyhound  isn't  just 
"the  bus  company"  anymore, 
it's  "the  omnibus  company" — a 
growing  corporation  serving  the 
needs  of  today's  consumer  in 
many  different  ways. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  ot  their  respective  companies 


The  Frank  B.  Hall  of  Fame. 
It's  a  world  of  impressive  client 

Today —indeed,  since  1862 —corporations  around  the  globe  have  been  secure  i] 
the  arms  of  the  world's  most  inventive  insurance  broker.  The  one  that  devis* 
the  first  airline  protection  ever.  Created  the  first  international  benefits  progrz 
covering  employees  in  87  countries.  Was  a  pioneer  in  marine  insurance.  Led  i 
original  solutions  for  property  ^casualty  risk  protection.  And  now  embraces  th 
worldly  needs  of  its  190,000  clients  through  122  offices  around  the  globe. 


We  make  you  sai 
You  make  us  fame 


lex  W.  Dreyfoos  Jr. 
lectronics  Engineer 

nder  The  Banyan  Tree 

E  Video  Color  Negative  Analyzer 
rketed  by  Eastman  Kodak  at  $32,000 
ch  is  actually  made  by  Photo  Eleetron- 
Corp.,  a  small  (sales:  $7  million)  outfit 
sed  in  West  Palm  Beach,  Fla.  Alex  W. 
eyfoos  Jr.,  46,  invented  it  and  owns 
%  of  the  company  that  makes  it.  "Ko- 
<  didn't  believe  we  had  solved  a  prob- 
that  their  research  labs  couldn't.  It's 
|e  only  major  product  they  market  with 
ither  manufacturer's   name   on  it." 
eyfoos,  who  earned  a  degree  in  Busi- 
:s  and  Engineering  Administration  at 
ssachusetts  Institute  of  Technology  in 
developed  the  Video  Color  Nega- 
e  Analyzer  in  the  basement  of  his  Port 
ester,  N.Y.  home  in  1963.  It  cost  him 
i    partner,    George    W.  Mergens, 
),000  plus  a  $40,000  bank  loan  before 
invention  started  to  make  money, 
w  the  machine  is  widely  used  in  film 
icessing  laboratories  to  improve  print- 
;  from  color  film  negatives.  "You  have 
be  willing  to  take  risks,''  he  says, 
ost  engineers  settle  for  comfortable 
its  in  big  corporations." 
ecause  "all  the  things  I  love  are  down 
re,  swimming,  fishing,  sailing,"  PEC 
ved  south  to  West  Palm  Beach  in  1969. 
ice  then  Dreyfoos  has  purchased  a  local 
station  (WPEC)  from  the  late  John  D. 
icArthur  and  finds  himself  in  an  alto- 
jj i. her  pleasing  social  whirl.  "Now  people 

RB 


c 


Above:  Inventor  Alex  Dreyfoos  in  the  pool  of  his  Palm  Beach  home.  Below:  At 
work  with  partner  George  Mergens  and  their  LaserColor  printer. 


seek  me  out.  I  could  be  at  three  different 
social  functions  every  night. 

Intense,  self-absorbed,  Dreyfoos — he 
has  two  college-age  children — was  di- 
vorced three  years  ago.  "I  was  on  too  fast 
a  track."  Now  there's  his  business  life 
("90%  of  what  I  do  ),  scuba  diving,  gour- 
met eating  ("I  eat  out  three  nights  a 
week")  and  dating  ("I  have  met  a  lot  of 
young  ladies  who  I  enjoy  very  much"). 
He  lives  alone  in  three  sparsely  fur- 
nished rooms  of  a  $300,000  Palm  Beach 
house  (with  a  two-story  guest  house) 
built  in  1940.  It  needs  a  new  coat  of 
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white  paint.  Only  a  luscious  shroud  of 
orange,  avocado  and  grapefruit  trees  and 
a  huge  old  banyan  tree  that  umbrellas 
the  circular  drive  save  the  single-level 
structure  from  looking  ill-kept. 

Dreyfoos  has  also  developed  a  color 
photo  printer  that  uses  laser  beams  to 
magnify  an  image,  but  he  seems  to  be  in 
no  great  hurry  to  push  it.  "Between  cor- 
porate and  personal  taxes  the  govern- 
ment would  leave  me  with  15%  on  every 
dollar  my  company  earns,"  he  says.  "I'm 
beginning  to  think  it's  better  to  enjoy 
what  I  have.  ■ 
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Reliable  radar  from 
Westinghouse.  It's  like  a 
security  blanket 
in  the  sky. 

Did  you  know  that  from  the  time  your  flight 
departs  until  you  reach  your  destination  you're 
under  constant  surveillance9 

That's  right,  a  coast-to-coast  radar  system 
monitored  by  the  FAA  keeps  a  watchful  eye 
on  all  U.S.  commercial  flights  at  all  times  in  all 
weather  conditions. 

And  now  that  system  is  more  accurate 
than  ever.  Because  a  new  radar  called 
ARSR-3  from  Westinghouse  is  being  phased 
into  the  network. 

Designed  to  be  even  more  reliable  than 
the  equipment  it's  replacing,  ARSR-3  will  soon 
be  tracking  commercial  and  private  flights 
alike. 

So  next  time  you're  cruising  at  35,000  feet 
between  New  York  and  Los  Angeles,  consider 
this:  Soon  you  will  be  followed.  Followed  by 
reliable  radar  from  Westinghouse. 


Westinghouse 

A  powerful  part  of  your  life 


Playing  Hard  To  Get 

Like  a  beautiful  girl  with  many  suitors, 
the  Rio  Grande  Railroad  is  in  no 
hurry  to  get  itself  merged. 


By  PAUL  STURM 

There  ought  to  be  trouble  around  ev- 
ery bend  for  the  Rio  Grande  Railroad.  It 
wasn't  blessed  with  land  grants,  so  it 
owns  no  valuable  coal,  oil  or  timber. 
Annual  revenues  of  $180  million  make 
the  1,850-mile  line,  officially  dubbed  the 
Denver  Rio  Grande  Western,  a  minor 
factor  in  an  industry  dominated  by  gi- 
ants. Its  operating  territory — between 
Denver  and  Salt  Lake  City — contains 
more  mountains  and  mesquite  than  fac- 
tories and  warehouses.  What's  more,  the 
Rio  Grande  competes  head-to-head  with 
the  Union  Pacific  for  profitable  long-haul 
business. 

Despite  these  obstacles,  the  Denver- 
based  Rio  Grande  is  one  of  the  nation's 
healthiest  carriers.  Last  year,  pretax  op- 
erating income  was  nearly  16%  of  trans- 
portation revenues.  That  "carry- 
through"  is  more  than  twice  the  industry 
average  and  just  below  first-ranked 
Southern  Railway.  In  addition,  the  Rio 
Grande's  balance  sheet,  which  sports 
nearly  $220  million  in  stockholders'  eq- 
uity and  only  $93  million  in  debt,  nearly 
matches  the  oil-rich  UP  for  strength. 

Scattered  near  the  Rio  Grande's  right- 
of-way  are  some  12  billion  tons  of  recov- 
erable coal.  This  has  spawned  a  mini- 
boom,  with  40  major  mines  now  in  oper- 
ation. Most  are  underground  facilities 
that  yield  low-sulfur  fuel  without  the 
pollution  problems  of  other  western 
coal.  Since  1972  coal  tonnage  on  the  Rio 
Grande  has  doubled;  and  this  steady 
business,  which  should  continue  to 
grow,  now  comprises  one-third  of  total 
freight  revenues.  The  Rio  Grande  al- 
ready rivals  the  Norfolk  &  Western  in 
the  impact  that  coal  has  on  its  profits. 

As  the  nation's  railroads  consolidate. 
Rio  Grande  President  G.B.  (Gus)  Ayde- 
lott  is  in  an  enviable  position.  His  road 
connects  with  all  five  major  western  car- 
riers, so  each  is  a  potential  merger  part- 
ner. That  lets  Aydelptt  bide  his  time  for 
the  best  offer.  "Right  now,  we  don't  want 
to  be  part  of  a  great  big  railroad;  and 
we've  got  safety  in  numbers,"  he  says. 
"Nobody  wants  anybody  else  to  get  us, 
so  we  stay  where  we  are." 

Such  caginess  makes  Aydelott,  64, 


Rio  Grande's  Gus  Aydelott:  "Nobody 
wants  anybody  else  to  get  us,  so  we 
stay  where  we  are." 


legendary  in  railroad  circles.  Son  of  the 
general  manager  of  the  old  Chicago, 
Burlington  &  Quincy,  he  started  work- 
ing on  a  Rio  Grande  track  gang  fresh  out 
of  the  University  of  Illinois  and  became 
its  president  in  1956.  A  low-profile  tra- 
ditionalist, Aydelott  used  to  fix  watches 
for  his  fellow  employees  and  still  tinkers 
with  the  aging  Corvair  he  drives  to 
work.  Today  he  is  the  rail  industry's 
senior  chief  executive — a  status  he 
achieved  not  doing  unconventional 
things  but  by  doing  conventional  things 
very  well. 

Until  coal's  resurgence,  the  Rio 
Grande's  good  fortunes  stemmed  al- 
most entirely  from  its  heavy  load  of 
"bridge  traffic."  The  railroad  picks  up 
through  trains  from  connecting  carriers 
and  hustles  them  across  the  Rockies. 


Such  business,  which  even  today  com 
prises  50%  of  Aydelott's  noncoal  rev 
enues,  is  highly  profitable.  Switch' 
and  terminal  expense,  the  two  tr 
tional  bugaboos  to  rail  efficiency,  ar 
minimal. 

Most  of  this  high-revenue  freight 
autos  and  auto  parts,  for  example — coul 
just  as  easily  travel  the  UP's  northe 
route,  which  skirts  the  mountai 
"They're  so  damned  good,  we've  got 
fight  for  every  thing  we  get."  says  Ayd 
lott.  "But  that  pressure  is  what  kee] 
us  alive." 

To  lure  shippers,  the  Rio  Grande  o' 
fers  fast,  frequent  service.  Aydelott  r 
fused  to  join  Amtrak  in  1971  (see  b 
because  he  feared  it  would  limit  his  fie 
bility,   and  he  pioneered  the  use 
shorter,  quicker  trains  for  fast  servi 
(Traditionally,    railroads   hold   cars  i 
yards  until  a  long  train  accumulates.  Th 
maximizes  unit  length,  which  is  a  co 
ventional  measure  of  operating  efficie 
cy.)  Now,  in  order  to  keep  service  gcc 
the  Rio  Grande  wants  to  bin  the  ban 
rupt  Rock  Island's  line  from  the  Kan 
City  Southern  Railway,  which  conn 
with  the  Rio  Grande  at  Denver.  "We 
after  that  line  because  they  won't  keep 
up,  not  because  we  want  to  get  big 
explains  Aydelott. 

Ironically,  the  competing  UP  is  al 
Aydelott's  biggest  stockholder.  It  owil 
(but  cannot  vote)  7.2%  of  Rio  Grandl 
common,  which  was  acquired  as  a  defei)| 
sive  move  in  a  1962  contest  over  conrrtl 
of  Western  Pacific.  While  that  block  is  ill 
obstacle  to  potential  acquisitors,  it  hotll 
ers  Aydelott  in  other  ways:  "I  hate  1 1 
raise  the  dividend  and  see  those  rkjl 
guys  get  our  money." 

Aydelott  also  doesn't  want  potenn'll 
competitors  to  get  his  increasingly  profi| 
able  coal  business.  The  long-term  threi 
to  this  operation  comes  from  slum  pip* 
lines.  Rio  Grande's  response  rankles  otl 
er  railroads,  which  oppose  construct* 
across    their    rights-of-way.    But  Iv 
Grande  isn't  fighting  slurry.  Instead, 
partnership  with  Houston  Natural  Ga 
Aydelott  plans  to  build  a  1,100-mile  slu 
ry  pipeline  from  southwestern  Coloraq 
to  Houston. 

He  likens  the  industry's  present  ant 
pipeline  stance  to  its  futile  lobbying  du 
ing  the  Thirties  against  natural  gas  in  i 
effort  to  preserve  coal  traffic. 

"All  it  will  take  is  for  one  railroad 
fail  to  make  deliveries  to  one  pow< 
plant,  and  pipelines  will  get  emine 
domain,"  Aydelott  says.  "That's  why  v 
want  to  be  involved.  I  like  offensi1 
moves,  not  defensive."  The  Rio  Gran« 
proposal  uses  its  railroad  as  a  gatherij 
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Tie 1980 Winter  Olympics 
iow  have  an  Official  Bank. 


it's 


It's  the  Irving  Trust  Company  and  the 
k  ignation  is  altogether  appropriate:  a 
I  rldwide  hank  for  a  worldwide  event. 

Its  an  honor  were  not  taking  lightly, 
flhs  are  already  underway  to  set  up  three 
ejarate  hanking  facilities  in  the  Olympic 
ms  for  the  convenience  of  the  athletes,  the 
v  iia  and  the  visitors  at  this  grand  spectacle. 
^  h  will  provide  the  same  high  standard  of 
e  /ice  that  has  long  been  an  Irving  hallmark. 


When  the  Olympic  parties  arrive  in 
Lake  Placid,  well  be  waiting  to  serve  them. 
When  the  games  are  over  and  the  visitors 
head  for  far-flung  homelands,  we  want 
them  to  remember  us. 

And  to  remember,  also,  that  Irving 
is  prepared  to  serve  all  their  banking  needs 
worldwide. 

That  s  something  for  you  to  remem- 
ber, too. 


(bp 


Irving  Trust  Company.  Unique.  Worldwide. 


A  CHARTER  NEW  YORK  BANK  K 


THE  OFFICIAL  BANK  OF  THE  1980  OLYMPIC  WINTER  GAMES 


There's  no  such 
thing  as 
a  free  lunch. 


So  if  you're  looking  for 
expansion  locations  .  .  .  look 
twice  at  the  "give  aways," 
because,  sooner  or  later  .  . . 

Indiana  offers  consistent 
and  favorable  expansion 
policies  at  the  state  and  local 
levels  and  our  development 
people  will  go  out  of  their  way 
to  help  you  find  the  best 
location  for  your  business. 

After  you're  here,  you'll 
enjoy  the  advantages  of  a 
location  central  to  huge 
markets,  extensive  distribution 
systems,  a  skilled  work  force 
and  a  fiscally  sound  state 
government. 

Our  lunches  may  not  be 
free,  but  they're  nourishing  for 
your  business  and  you  always 
know  what  you're  getting  .  .  . 
and  what  it  will  cost.  Talk  to 
Indiana  .  .  .  contact  Arthur 
D.  Hopkins,  Director, 
Industrial  Development 
Division,  Indiana  Department 
of  Commerce,  336  State 
House,  Dept.  F 
Indianapolis,  Indiana  46204. 
Phone  317-633-5300/TWX 
810-341-3376.  Cable  INCOM. 


inDiAnA 

Indiana  Department  of  Commerce 
Lt.  Gov.  Robert  D.  Orr,  Director 


system  to  supply  the  slurry.  Elsewhere 
in  the  West,  where  strip  eoal  is  available 
in  huge  quantities  in  one  loeation,  rail- 
feeder  serviee  isn't  necessary. 

Under  Aydelott's  tenure,  the  one 
place  where  the  Rio  Grande  ran  off  the 
track  was  in  its  effort  to  build  nonrail 
earnings.  "In  the  late  Sixties,"  says 
Aydelott,  "we  didn't  see  much  potential 
for  growth  in  our  geographic  area,  and 
we  decided  to  expand  into  other  busi- 
nesses while  we  still  had  good  rail  earn- 
ings— rather  than  wait  for  the  railroad  to 
go  to  pot  like  a  lot  of  other  companies 
did."  After  a  name  change  to  Rio  Grande 
Industries,  Aydelott  made  several  small 
acquisitions  and  one  big  one,  a  real  es- 
tate subsidiary  with  assets  of  over  $50 
million. 

That  real  estate  business  has  lost  near- 
ly $l-million  pretax  over  the  past  five 
years.  So  the  railroad  alone  still  brings  in 
80%  of  the  holding  company's  $226-mil- 
lion  annual  revenues  and  all  but  8%  of 
the  profit. 

"Anyway,"  Aydelott  says  philosophi- 
cally, "about  the  time  we  got  our  diversi- 
fication going,  the  coal  started  to  come. 
Now  all  the  capital  we  can  scrape  up  goes 
to  the  railroad."  This  year,  in  fact,  the 
Rio  Grande  will  spend  $25  million  to 


upgrade  its  track  and  buy  new  eq 
ment,  an  estimated  25%  over  its  p 
vious  two-year  average. 

For  all  this  prosperity,  the 
Grande's  days  of  independence  are  pro 
ably  numbered.  A  renewed  governmenl 
attempt  to  pare  down  the  nation's  rsu 
system  is  fast  altering  the  map  aroufl 
the  Rio  Grande.  To  the  north  and  east 
the  Burlington  Northern  and  the  Frisd 
have  nearly  completed  a  merger.  To  thj 
south,  the  Southern  Pacific  and  the  Sea 
board  are  dickering  over  a  transcontl 
nental  combination.  To  the  west,  WesH 
cm  Pacific  Industries  plans  to  spin  off  it 
rail  subsidiary.  Meanwhile,  Aydelott  sifl 
in  his  office  contemplating  the  Rockia 
and  vows  he  isn't  ready  to  sell  out  to  thl 
bigger,  richer  western  roads. 

Regularly — twice  last  year,  in  fact— | 
rumors  of  a  Rio  Grande  takeover  flickej 
on  Wall  Street  and  push  its  stock  in 
several  points.  "Somebody  in  New  Yon 
is  just  having  a  little  fun,"  chuckle 
Aydelott.  "Right  now  we  don't  want  t| 
hook  up  with  anyone." 

Still,  Gus  Aydelott  is  nearing  retire 
ment.  What  better  present  to  his  stock 
holders  than  a  juicy  merger  package 
Playing  hard-to-get  just  makes  those  po[ 
tential  suitors  all  the  more  eager. 


The  Last  Zephyr 

Six  days  a  week  the  Rio  Grande  runs 
a  passenger  train  between  Denver 
and  Salt  Lake  City.  The  relaxing  14- 
hour  trip  costs  $39  (a  $5.50  premium 
over  the  cheapest  airline  fare)  and 
offers  breathtaking  mountain  scen- 
ery. The  stainless-steel  equipment 
dates  from  1949.  It  was  built  for  the 
original  California  Zephyr,  a  Chicago- 
to-San  Francisco  mainliner  that  was 
the  railroad's  last  serious  effort  to  get 
long-haul  passenger  business. 

The  Zephyr  lost  nearly  $2  million 
last  year,  but  Rio  Grande  President 
Gus  Aydelott  runs  it  to  keep  Amtrak 
off  his  railroad.  The  Rio  Grande  is 
largely  a  single-track  line,  and  he 
worries  that  federally  subsidized  pas- 
senger service  would  get  precedence 
over  his  tight  freight  schedules. 

Back  in  1971,  when  the  govern- 
ment started  Amtrak,  only  Southern   

Railway  and  the  Rio  Grande  opted  to 

keep  their  own  passenger  trains  rolling.  This  spring,  Southern  asked  to 
terminate  its  Washington-to-New  Orleans  Crescent;  so,  soon,  the  Rio  Grande 
will  be  providing  the  nation's  only  nonsubsidized  service. 

Who  rides?  Rail  fans  and  skiers  mostly,  38,000  of  them  last  year.  Private 
industry  must  be  doing  something  right:  That  is  three  times  the  number  of 
passengers  who  boarded  Amtrak's  Chicago-to-Florida  train,  which  lost  $9 
million  in  1977. 

For  the  traveler,  the  Zephyr  is  a  bargain  in  comfort  and  nostalgia.  A  full- 
course  steak  dinner— cooked  over  a  wood  fire,  not  in  a  microwave  oven — costs 
$7.95;  accompanying  California  cabernet  sauvignon  goes  for  $3.25  a  bottle.  "As 
long  as  we're  running  the  thing,"  says  Aydelott,  "we  might  as  well  make 
friends  instead  of  enemies."  — P.S. 


Rio  Grande  Zephyr:  Losing  almost 
$2  million  a  year  and,  to  Aydelott, 
well  worth  it. 
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How  a  Key  Agent  of  The  Home 
saved  IO  lives-two  years  before 
they  were  threatened* 

t/Vhen  Home  Key  Agent,  Powers  Thomas, 
nsured  buildings  being  restored  in  Leesburg, 
Virginia,  he  urged  the  owner  to  install  a 
lirewall  and  special  ceiling  to  prevent  fire 
from  spreading. 

Two  years  later,  fire  did  break  out.  But 
[hanks  to  the  advice  of  Powers  Thomas,  all 
he  tenants  above  the  shops  — including  a 
number  of  children  and  an  89-year-old 
fady— had  time  to  escape  without  injury. 

Involvement  and  know-how  that  save 
jives.  Another  reason  why  your  Home  Key 


Agent  is  the  man  to  see  when  it  comes  to 
insurance.  He  gives  you  that  "Something 
Extra!' 

For  the  name  of  the  Key  Agent  nearest 
you,  look  in  the  Yellow  Pages. 


The  Home 

Insurance 
Company 


ACity  Investing  Company 


lome  Key  Agents  give  you  that ''Something  Extra! 


Essentials. 


■  V 

Producing  essentials  has  made  us  a  billion 
dollar  company. 

Essentials  like  steel.  In  Colorado,  our  CF&I 
Steel  Corporation  owns  and  operates  its  own 
mines  and  quarries  that  supply  the  raw  materials 
for  steel.  The  quality  steel  that  CF&I  turns  into  rails, 
building  beams,  casing  and  tubing  used  in  oil 


drilling  and  dozens  of  other  basic  steel  proc 
Essentials  like  Crane  valves  and  pump 
As  the  world's  largest  producer  of  valves,  yc 
find  our  products  in  such  growth  areas  as  the 
petroleum,  chemical,  power,  and  pulp  and  p 
industries.  You'll  also  find  our  pumps  everywi 
from  chemical  processing  to  nuclear  power  pi 


The  products  of  Crane's  growth. 


!  Essentials  like  pollution  control  equipment, 
I  h  private  industry  and  government. 
Ibis  like  building  products,  from  plumbing 
in;  to  doors  and  windows  for  offices,  schools, 
itls,  private  homes,  hospitals  and  hotels. 

,  Essentials  like  aircraft  braking  systems, 
jcly  every  commercial  jet  and  military 


transport  uses  one  of  our  Crane  anti-skid  braking 
systems  made  by  our  Hydro-Aire  Division. 

Specializing  in  essentials  for  basic 
industry  has  put  us  right  at  the  heart  of  American 
business.  It  has  also  made  us  one  of  America's 
most  important  companies.  Crane  Co.,  300  Park 
Avenue,  New  York,  N.Y.  10022. 


CRANE 


® 


Fluid  and  pollution  control/Steel/Building  products/Aerospace  and  aircraft 


The  businessman's 
best  friend... 

ADT's  Electronic 
Watchdog  System, 


His  bark  is  his  bite. 

Because  ADT  Electronic  Watchdog 
Systems  sound  the  early  alarm  to  protect  you 
from  fire,  burglary  and  theft. 

No  one  has  credentials  like  ADT.  We 
manufacture  over  40,000  separate  components 
for  systems  designed  to  prevent  loss  of  life  and 
property.  Even  the  most  advanced  electronic 
circuits,  minicomputers  and  microprocessors  are 
designed  or  programmed  by  our  engineers, 
assembled  in  our  plants,  and  tested  by  our  own 
quality  control  experts.  Since  most  ADT  systems 
are  operated  and  maintained  by  us,  we're  our 
own  biggest  customer.  Biggest  and  toughest. 

To  service  this  equipment,  we  have  over 
5,500  people  in  the  field.  By  far  the  largest  field 
force  in  the  industry.  And  central  monitoring 


stations  at  130  locations  nationwide.  And  our  ovi 
100  years  experience  qualifies  us  better  than 
anyone  else  to  help  you  choose  what  kind  of 
systems  you  need  — for  homes,  retail  stores, 
commercial  buildings,  and  manufacturing  plant 
For  your  own  peace  of  mind,  talk  to  am 
ADT  consultant  about  our  Electronic  Watchdog 
Systems  for  your  home  or  your  business. 

ADT.  One  World  Trade  Center,  N  Y,  N  Y  10048 

Call  toll-free  800-821-2270.  Ext.  704 
In  Missouri,  800-892-7655.  Ext.  704. 


Doubtful  Distinctions, 
Financial  Follies  & 
Other  Lowlights  Of  1977 


sewhere  in  this  issue  we  take  our  annual  measures  of  the 
lucent  growth  and  present  health  of  the  nation  s  largest  compa- 
nies. Here,  as  a  relief  from  the  highlights  and  lowlights,  we 
j:ord,  hriefly,  some  of  the  sidelights  of  the  year  that  is  now 
Mttory.  Amid  the  successes,  there  were  pratfalls,  amid  the 


Like  Money  In  The  Bank 

;  What's  safer  than  a  Swiss  bank?  Well,  several  things,  if 

jthe  Swiss  bank  you  had  in  mind  was  the  Chiasso  branch 
i)f  Swiss  Credit  Bank  at  the  Italian  border.  Bank  offices 
there  weren't  depositing  and  investing  some  $1.21-bil- 
lion  worth  of  fugitive  Italian  lire  through  the  bank  at  all, 

'but,  rather,  through  holding  companies  they  had  set  up 
in  neighboring  Liechtenstein. 
The  very  idea  sent  tremors  through  the  financial 

communities  of  the  world.  Heads  rolled,  courts  con- 
vened and  the  perpetrators  were  packed  off  to  the 
ilammer.  Needless  to  say,  the  Swiss  did  not  take  the 
>  reach  of  trust  lightly.  "You've  got  to  hand  it  to  the 
iwiss,"  said  one  veteran  international  financial  operator. 
'Any  other  bank  would  have  figured  that  those  Italian 
nvestors  would  have  been  too  scared  of  the  law  to  make 
laims.  But  the  Swiss  are  out  looking  for  them  so  they 
an  pay  them  all  back." 


predictables,  ironies  and  amid  much  earnest  striving  there 
were  frauds,  felonies  and  failures.  And,  since  Forbes'  editors 
are  no  less  infallible  than  the  businessmen  whose  doings  we 
chronicle,  we  have  included  one  of  our  own  less  felicitous  bits 
of  timing.  Herewith  our  egg-on -the-face  awards  for  1977: 


Selfless  Service  Award 
Energy  Policy  Division 

During  the  heated  battle  for  control  of  Irvine  Co.,  the 
Orange  County,  Calif,  real  estate  concern,  an  organiza- 
tion called  the  Committee  for  Energy  Resources  ran  a 
flurry  of  ads  in  The  New  York  Times,  Wall  Street  Jour- 
nal, Washington  Post  and  other  major  publications,  ex- 
coriating Mobil  Corp.,  one  of  the  contenders  for  the 
property,  for  using  its  funds  for  the  Irvine  acquisition 
rather  than  to  discover  desperately  needed  energy.  But 
who  was  this  guardian  of  the  public  interest  who  placed 
the  ad?  None  other  than  Donald  Bren,  a  real  estate  man 
and  leading  partner  in  the  investor  group  that  finally 
outbid  Mobil  for  control  of  the  real  estate. 
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Yaleman  Of  The  Year 

Who's  Who  recorded  that  Columbia  Pictures  Industries 
film  and  television  division's  head  David  Begelman  was 
Yale  '47.  But  it  turned  out  that  Begelman's  diploma  was 
even  phonier  than  some  of  the  checks  he  had  been 
cashing.  Journalists,  probing  Begelman's  past,  discov- 
ered that  Yale  had  never  heard  of  him. 


Stuffed  And  Mounted 

Renowned  as  the  outfitters  of  Teddy  Roosevelt's  safaris 
and  Admiral  Byrd's  polar  jaunts,  Abercrombie  &  Fitch 
Co.  was  the  only  place  a  serious  sport  would  shop  for  his 
elephant  gun,  hand  warmer  or  antique  barometer.  But, 
as  leisure  became  a  major  market  for  discount  retailers  in 
suburban  shopping  centers,  the  venerable  Madison  Ave- 
nue emporium  allowed  its  reputation  to  suffer  through 
unimaginative  merchandising,  slipped  into  Chapter  XI 
reorganization,  and — during  last  year  s  Christmas  sea- 
son— had  its  final  sale.  Then  it  closed  its  doors.  But, 
phoenix-like,  the  great  name  should  rise  again — over  a 
store  to  be  opened  by  Oshman's  Sporting  Goods,  a 
Houston-based  chain,  in  Beverlv  Hills,  Calif. 


Fiduciary  Of  The  Year 

The  former  vice  chairman  and  chief  financial  officer  of 
Firestone  Tire  &  Rubber  Co.,  Robert  P.  Beasley,  prob- 
ably figured  he  had  a  good  thing  going  as  head  of  a 
company  fund  set  up  for  illegal  political  contributions. 
Why  should  those  unsavory  politicians  get  it  all?  he  seems 
to  have  wondered.  And  they  didn't — Beasle\  allegedly 
put  about  SI  million  in  20  bank  accounts  and  then  used 
the  money  for  himself.  Who  would  ever  know?  The 
Securities  &  Exchange  Commission,  that's  who.  Last 
March,  Beasley  pleaded  guilts  to  embezzlement. 


Sun.  Mon,  Tues. — Ski  Wars 

As  is  customary  when  a  movie  company  gets  lucky,  20th 
Century-Fox  Film  Corp.  has  set  out  to  use  the  torrents 
of  cash  it  is  getting  from  Star  Wars  to  buy  businesses 
unrelated  to  what  it  knows  how  to  handle  best.  Fox'  new 
acquisition — Aspen  Skiing  Corp. — will  relieve  the  ten- 
sion of  waiting  for  audiences.  Now  all  it  has  to  do  is  pray 
for  snow. 
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Proud  As  A  Peacock 

Thrashing  about  at  the  bottom  in  ratings,  the  National 
Broadcasting  Co.,  Inc.  set  out  last  year  to  bolster  its 
prestige  at  any  price.  By  spending  more  than  $85  million 
for  the  rights  alone,  it  snatched  the  1980  Olympics  from 
top-dog  American  Broadcasting  Cos.,  Inc.,  which  had 
bid  some  S3  million  less.  Says  one  ABC  executive,  "We 
figured  to  lose  S10  million  or  $15  million  if  we  had  got 
the  bid."  So  how  much  will  it  cost  to  bear  that  torch? 

Still  more  prestige  was  to  accrue  from  the  signing  of 
Gerald  and  Betty  Ford  and  Henry  Kissinger  to  seven- 
digit  contracts.  Besults  of  the  first  shows  featuring  those 
stars:  Betty  Ford  ranked  65  of  68,  Kissinger  65  of  65. 

Which  left  little  doubt  that  NBC  is  going  to  get  plenty 
of  attention  from  Edgar  Griffiths,  who  ended  his  first  year 
at  RCA's  helm  with  earnings  that  rose  a  sparkling  40% 
over  the  previous  year,  to  give  the  parent  company  way 
above  return  on  equity  of  20%.  Griffiths,  clearly,  won't 
long  tolerate  an  NBC  that  acts  as  a  drag  on  earnings. 


Smelling  Like  A  Rose  Award 

One  of  the  happy  problems  at  Music  Corporation  of 
;  America  is  using  the  cash  its  entertainment  businesses 
<  generate.  The  company  has  lately  tried  to  alter  its  bal- 
iance  sheet  by  making  acquisitions.  Toward  the  end  of 
l  1976  it  bought  some  stock  of  Sea  World,  an  aquatic 
amusement  park,  and  made  a  bid  for  the  rest.  But  it  lost 
to  Harcourt  Brace  Jovanovich,  the  publisher.  Undaunt- 
ed, MCA  took  a  look  at  Coca-Cola  Bottling  Co.  of  Los 
|  Angeles,  bought  some  stock  and  then  bid  for  that  com- 
pany. This  time,  Northwest  Industries,  Inc.  came  along 
and  took  it  away.  What  did  MCA  do?  Sold  its  Sea  World 
and  Coke  shares  for  nearly  $5-million  profit.  So  now  it's 
back  to  square  one  with  even  more  cash  to  unload. 

y  


Nobody  Here  But  Us  Individuals 

Some  of  the  children  of  the  late  H.L.  Hunt  have  a  taste 
for  gambling,  but  not  the  horse  races  or  football  games 
Daddy  favored  for  his  betting.  They  like  commodities. 
When  they  thought  sugar  was  a  good  bet,  they  bought 
Great  Western  United  Corp.,  one  of  the  major  beet 
sugar  producers  in  the  world,  and  then  acquired  a  cane 
producer  as  well.  When  they  wanted  to  make  a  big  play 
in  silver,  they  bought  Sunshine  Mining  Co.,  which  owns 
the  biggest  silver  mine  in  the  U.S.  Last  year  they 
thought  soybeans  were  where  the  action  was  and,  ac- 
cordingly, bought  contracts  for  23  million  bushels — 
about  one-third  of  the  entire  season's  crop. 

But  that  move  got  them  in  trouble.  Federal  law 
prohibits  any  individual  from  holding  contracts  for  more 
than  3  million  bushels.  They  claimed  they  and  their 
trusts  were  just  a  group  of  individuals,  each  acting  alone 
and  holding  less  than  the  maximum.  The  feds  ruled  they 
were  acting  in  concert,  but  by  that  time  the  Hunts  had 
already  unloaded  what  may  have  been  the  biggest  sin- 
gle— or  multiple — position  ever. 
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Gracious  Living  Award 

Victor  Posner  of  Sharon  Steel  Corp.  may  have  retired 
the  cup  when  it  comes  to  living  off  the  shareholders.  The 
Securities  &  Exchange  Commission  charged  that  Posner 
used  some  $1.7  million  of  several  of  his  companies' 
money  for  nonbusiness  purposes.  Among  the  expenses 
contested  were  these:  For  Posner  himself,  the  rent  on 
the  executive's  New  York  living  quarters  at  the  Plaza 
Hotel,  his  limousine  and  driver,  along  with  grocery, 
liquor  and  restaurant  bills;  for  daughter  Gail,  a  limousine 
and  driver  plus  use  of  a  company  jet  and  yacht;  for  son 
Steven,  vacation  expenses  in  the  Catskills  and  West- 
hampton  plus  a  $100,000  Stutz  automobile.  The  Posners 
agreed  to  repay  only  $600,000  to  the  company. 


Hedge  Of  The  Year 

One  would  have  thought  that  nobody  in  the  U.S. — or 
maybe  the  world — knew  more  about  the  price  of  coffee 
than  General  Foods  Corp.  Through  its  Maxwell  House 
division,  it  is  the  biggest  buyer  and  roaster  of  coffee 
beans  as  well  as  the  biggest  seller  of  coffee — an  estimat- 
ed 35%  of  the  nation's  consumption.  When  a  frost  hit 
Brazil  and  its  coffee  merchants  decided  to  run  the  price 
even  higher  than  the  weather  report  had  pushed  it, 
General  Foods  went  for  the  scam:  It  bought  and  bought, 
apparently  assured  that  prices  would  climb  still  higher. 

But  consumers  were  a  little  smarter.  At  $4  a  pound 
they,  naturally,  bought  less,  and  GF's  sales  plummeted. 
So  did  the  price,  both  here  and  in  Brazil,  where  the 
weather  returned  to  normal.  The  company  had  to  take  a 
huge  writeoff.  Last  September  GF  announced  a  37%  drop 
in  earnings  per  share  for  the  first  half  of  its  fiscal  year. 
Practice,  it  seems,  doesn't  necessarily  make  perfect. 


Journalistic  Foresight  Award 

In  its  cover  story  for  Feb.  1,  1977,  Forbes  reported  that 
the  bond  market  was  booming,  creating  overnight  for- 
tunes for  lucky  bond  traders.  The  issue  was  scarcely  in 
the  mails  when  the  bond  market  collapsed,  wiping  out 
many  of  the  fast  fortunes. 


Babies  Are  Their  Business 

Tucked  away  in  Fremont,  Mich.,  the  management  of  Gerber  Products 
Co.,  the  baby  food  people,  must  have  felt  pretty  secure  from  predators. 
Then,  last  year,  Anderson,  Clayton  &  Co.,  the  cotton  and  margarine 
marketers,  discovered  Fremont  and  made  an  offer  for  Gerber,  bidding 
as  high  as  $40  a  share  before  it  gave  up  in  the  face  of  management 
resistance.  But  a  lot  of  Gerber  shareholders,  whose  stock  recently  sold 
around  $26,  weren't  happy  about  their  management's  turning  down  a 
$14  profit  so  they  retained  Abraham  L.  Pomerantz,  the  dean  of  stock- 
holder suits,  to  sue  management  for  $100  million,  asserting  that  the 
management  turned  down  the  offer  just  to  hang  onto  cushy  jobs. 
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Reliance  Group...l977 

jeliance  Group,  Incorporated  and  Subsidiaries/ Financial  Highlights 
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1977 

1976 

I'venues   

$1,156,908,000 

$985,584,000 

(derating  income  

n  t  realized  gain  on  insurance  investments  

$ 

54,617,000 
4,008,000 

$  20,135,000 
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loome  before  extraordinary  income  

tj  traordinary  income  -  utilization  ot  tax  loss  carryovers   

58,625,000 
23,667,000 

30,489,000 
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M  income   

$ 

82,292,000 
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Nt  realized  gain  on  insurance  investments  

$6.17 
.52 

$1.75 
1.41 

1:  :ome  before  extraordinary  income  

B  raordinary  income  

6.69 
3.09 

3.16 
.66 

$9.78 

$3.82 

Rly  diluted  net  income  

$6.04 

$3.55 

Pierage  number  of  common  and  common  equivalent  shares  outstanding 

7,679,000 

7.362,000 

are  computations  are  after  deduction  of  dividend  requirements  on  the  Series  C  Nonconvertible  Preferred  Stock. 


f  eliance  Group,  Incorporated  1977  Operations 


JRANCE 


$1,006,359,000 


Henues: 
Qsional  Pretax 

Orating  Income:  $  91,387,000 

Pjperty  and  Casualty  Operations,  U.S. 
nuance  Insurance  Company,  Philadelphia 
Gieral  Casualty  Company  of  Wisconsin,  Madison 
U  ed  Pacific  Insurance  Company.  Tacoma 


Property  and  Casualty  Operations,  International 

Pilot  Insurance  Company,  Toronto 

Life  and  Health  Operations,  U.S. 

Reliance  Standard  Life  Insurance  Company,  Philadelphia 
United  Pacific  Life  Insurance  Company.  Tacoma 

Title  Operations,  U.S. 

Commonwealth  Land  Title  Insurance  Company,  Philadelphia 


LKSING 

R 


$115,428,000 


nues 

Disional  Pretax 
llrating  Income:  $  27,232.000 

Citainer  Leasing  Operations,  Worldwide 

Ejj-Container  Transport  International.  Inc.,  New  York 


Computer  Leasing  Operations,  U.S. 

Leasco  Capital  Equipment  Corporation,  New  York 

Computer  Leasing  Operations,  International 

Leasco  Europa  Ltd.,  New  York 


MiNAGEMENT  SERVICES 

ptenues:  $32,663,000 

Disional  Pretax 

llrating  Income:  $  3,297,000 

C  isulting  Operations,  U.S. 
llier  Associates.  Inc..  New  York 
ppelovich,  Skelly  and  White,  Inc.,  New  York 


Consulting  and  Software  Operations,  International 

Inbucon  Limited,  London 
Fuel  &  Energy  Consultants  Limited,  London 
Leasco  Software  Limited,  Maidenhead 
Moody  International.  Inc.,  London 
Werner  International,  Brussels 


/ear,  1977,  was  one  of  important  accomplishments  for  Reliance 
p.  We  achieved  record  revenues,  operating  income  after  taxes 
let  income. . .  The  outlook  is  excellent  in  1978  for  further 
)vement  in  operating  income  after  taxes." 

R  ance  Group,  Incorporated  /  919  Third  Avenue.  New  York.  N.Y  10022  /  197  Knightsbridge,  London  S.W.  7,  England 


Saul  P.  Steinberg 
Chairman  and  President 
Reliance  Group,  Incorporated 


Choosing  a  money  manager  is  a  tough  corporate 
decision.  How  do  you  analyze  philosophies?  Weigh 
diversification?  Measure  performance? 

Here's  how  First  Chicago,  a  $21  billion  banking 
corporation,  can  help  you  solve  problems  arising  from 
a  law  that  decrees,  but  does  not  define,  prudence. 


Investing  corporate  funds  is 
an  increasingly  tricky  business. 
Choosing  a  wise  money  manager, 
that  Prudent  Man  to  pilot  your 
company's  retirement  fund,  can  be 
a  steeper  challenge  yet. 

At  First  Chicago  we  have  in- 
vestment responsibility  for  over 
600  institutional  funds  with  assets 
of  S6.0  billion,  and  an  additional 
S2.8  billion  in  personal  trust  funds. 
Based  on  our  experience,  here  are 
the  qualities  we  believe  you  should 
look  for  in  a  money  manager. 

Look  for  a 
sense  of  balance. 

The  law  requires  prudence. 
Risks  must  be  minimized.  At  the 
same  time,  your  fund  has  to  be 
invested  to  maintain  purchasing 
power.  To  reconcile  these  seem- 
ingly disparate  goals,  your  money- 


manager  must  have  a  sense  of 
balance.  And  to  achieve  balance 
today,  he  will  need  the  capabilities 
and  the  disciplines  to  diversify 
beyond  conventional  equity  and 
fixed-income  securities. 

Common  stocks,  of  course, 
remain  basic  to  a  balanced  invest- 
ment program.  So  your  money 
manager  should  be  skilled  in  select- 
ing high  quality 


stocks  which  will  pro\ide  c< 
earnings  growth,  as  well  as 
stocks  that  will  flourish  and 
offset  inflation. 

At  First  Chicago,  we  sd 
investments  that  deliver  th« 
term  benefits  of  steady  gro 
unlike  some  other  major  in 
who  sometimes  assume  th 
is  currently  fashionable  will 
be  so,  we  also  seek  out  pro 
companies-even  those  ou 
at  the  moment-whose  gro 
in  value  we  believe  will  out] 
inflation. 


- 


Waid  R.  Vanderpoel,  ChU)\ 
Officer,  David  L.  Linds\ 
Fixed  Income  DivisioM 
E.  Depies,  Head  ofCl 
Retirement  Funds  [ 
meet  regularly  wii  I 
members  of  the  Ti  I 
ment  Committee  ll 
and  monitor  mi*|| 
guidelines. 


l\  result  is  an  equity  invest- 
dlicy  that  is  sound,  consis- 
rt;dynamic  and  highly  resis- 
E>!7all  Street  fads, 
lamced  investment  also 
n  diversification  into  fixed 
insecurities.  We  couple  con- 
a jilysis  of  interest  rate  move- 
s  iith  continuous  scrutiny  of 
liicial  condition  of  com- 
siffering  debt  instruments. 
Hnvest  in  high  quality 
it  5  at  the  most  attractive 
t  \  the  yield  curve, 
'in.  But  in  today's  inflationary 
>nent,  stock  and  bond 
f  33  moving  more  and  more 
titar  direction.  And  this  re- 
. :  sir  relative  diversification 
if.  So  stocks  and  bonds  are 
hbeginning  of  a  truly  bal- 
I  il/estment  program. 

Look  for  a 
1;  jerwho  innovates. 

thieve  the  kind  of  invest- 
b;ance  that  good  sense 
;s(-and  the  law  now  man- 
-  >u  will  require  a  money 
g  who  has  done  more  than 
I  <d  accustomed  investment 
I  pay  your  money  manager 
Kfthe  knowledge  and  ex- 
it to  pursue  new  investment 
Mities  that  permit  you  to  di- 
Hfely  and  profitably. 


First  Chicago  has  a  history  of 
innovation  based  on  sound  invest- 
ment strategy.  In  1973,  Real  Estate 
Fund  F  was  offered  as  a  commin- 
gled fund  investing  in  top  quality, 
income  producing  real  properties. 
We  were  the  first  bank  to  offer  a 
nationally  diversified  real  estate 
fund  for  outright  ownership  of  real 
property  investments.  And  today  it's 
the  largest  fund  of  its  kind  operated 
by  any  bank. 

Fund  F  has  performed  well.  An 
annualized  return  of  8.1%  since  its 
inception  indicates  steady  growth 
during  a  period  when  many  other 
forms  of  investment  have  suffered. 

Still  further  diversification  is 
available  through  Group  Fund  G, 
our  commingled  fund  that  invests 
in  common  stocks  of  major  over- 
seas companies.  Over  the  last  42 
months  the  Fund  recorded  a  55.6% 
increase  in  value. 

Another  innovative  approach 
is  our  market  matching  capability, 
through  which  portfolios  may  be 
developed  to  match  any  common 
stock  index.  For  instance,  Group 
Fund  I  has  tracked  the  S&P  500 
within  10  basis  points  since  we 
introduced  it  in  July,  1977.  There  are 
other  vehicles.  Because  to  enjoy 
both  profits  and  prudence,  you 
need  a  balanced  and  innovative 
approach  to  investment. 

Look  for  a 
manager  who  manages. 

A  turbulent,  cyclical  economy 
has  made  it  imperative  that  your 
money  manager  actively  manage. 
Big  money  managers  have  been 
accused  of  not  scrutinizing  their 
clients'  portfolios  actively  enough, 
of  not  keeping  a  firm  grasp  on  im- 
mense asset  pools. 

At  First  Chicago,  we've  used 
our  bigness  to  produce  PCS 
(Portfolio  Composition  System),  our 
computer  support  system  that  pro- 
vides decision  making  aids  to  all  of 
our  41  portfolio  managers  in  a  mat- 
ter of  seconds.  PCS  is  updated  daily. 
When  a  portfolio  manager  poses  a 
question,  the  answer  comes  in 
terms  of  prices  at  the  close  of  yes- 


terday's business.  Five  years  ago, 
gathering  and  refining  that  infor- 
mation took  three 
weeks  or  longer. 
For  many  institutions  j 
it  still  does. 


y  mm  uj 
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William  J.  Hagenah,  Senior  Portfolio  Manager 
and  head  of  Master  Trust  Services,  and  Trust  Of- 
ficer Ralph  E.  Lewandowski  elieck  status  reports 
on  PCS,  our  unique  Portfolio  Composition  System 
that  provides  immediate  access  to  relevant  infor- 
mation about  any  Master  Trust  account. 


Balance.  Innovation. 
Active  management. 

These  are  all  essential  to  the 
performance  of  an  effective,  pru- 
dent money  manager.  And  they  are 
all  essential  elements  in  the  per- 
formance of  a  First  Chicago  trust, 
not  only  in  preserving  and  building 
pension  funds,  but  in  handling  di- 
rected trusts  and  master  trusts, 
taking  advantage  of  PCS  technol- 
ogy and  our  related  Performance 
Measurement  System. 

If  you  think  like  we  do,  choos- 
ing a  money  manager  may  be 
easier  than  you  thought.  Call  James 
J.  Smith,  Jr.,  Vice  President  for  First 
Chicago's  Trust  Department.  (312) 
732-8489. 

Banking,  Chicago-Style  in 
36  countries. 

North  America:  Mexico  City;  Toronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh;  Bristol; 
Geneva;  Channel  Islands;  Brussels;  Dublin;  Diis- 
seldorf;  Antwerp;  Frankfurt;  Madrid;  Leicester; 
London;  Milan;  Munich;  Newcastle;  Rotterdam; 
Paris;  Piraeus;  Rome;  Stockholm;  Warsaw. 
Middle  East:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Sao  Paulo;  Panama  City;  Caracas; 
Guatemala  City;  Bogota.  Caribbean:  Port-au- 
Prince;  Bridgetown;  Kingston.  Asia:  Jakarta 
Singapore;  Seoul;  Hong  Kong;  Tokyo.  Pacific: 
Manila;  Melbourne;  Sydney.  Member  FDIC. 
©1978  The  First  National  Bank  of  Chicago 
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The  Productivity  Bankers 

Chicago  •  Atlanta  •  Baltimore  •  Boston  •  Los  Angeles  •  Cleveland  •  Houston  •  Kansas  City  •  San  Francisco  •  New  York 


Dare-To-Be- 
Average  Award 

To  the  index  funds,  those  mu- 
tual funds  thai  abjure  the  usu- 
al aspirations  to  outperform 
the  herd  and  seek  instead  to 
do  no  better.  In  1977  they 
succeeded  admirably.  Van- 
guard Group's  First  Index 
Fund  came  within  0. 1%  of  ap- 
ing Standard  &  Poor's  500. 
Said  one  such  fund  manager, 
"You'd  have  to  be  an  idiot  not 
to  get  within  about  \%  of  the 
averages,  if  that's  what  you 
were  trying  to  do." 


Profit  Margin  Of  The  Eon 

National  Iranian  Oil  Co.  reported  net  earnings  in  1977  of 
$17  billion  on  sales  of  $20  billion,  the  highest  return  on 
sales  since  Cyrus  the  Great  whipped  Croesus. 


Decorator  Of  The  Year 

John  Schumacher,  the  man  brought  in  to  turn  around 
Genesco,  Inc.'s  Bonwit  Teller  specialty  chain,  failed  in 
his  mission,  but  it  wasn't  a  total  loss  for  him  even  when 
he  lost  his  job  last  year.  It  seems  he  allegedly  did  turn 
around  his  lifestyle,  using  money,  materials  and  employ- 
ees intended  to  remodel  the  chain's  New  York  store  to 
decorate  a  smashing  Park  Avenue  triplex  apartment  for 
himself. 


Obfuscation  Of  The  Year 

The  hands-down  winner  is  the  Financial  Accounting 
Standards  Board  for  its  Opinion  No.  8  which  sacrifices 
economic  reality  to  abstract  logic,  utterly  confusing  inves- 
tors about  the  earnings  of  companies  with  important 
overseas  stakes.  For  example,  Royal  Dutch/Shell  Group 
has  announced  it  will  have  to  slash  its  first-quarter  earnings 
by  as  much  as  $550  million  in  order  to  comply  with  FASB 
8 — thereby  seriously  under-reporting  actual  results. 
Meanwhile,  other  companies  were  over-reporting.  As  if 
financial  reports  weren't  already  confusing  enough. 


In  Words  Of  One  Syllable 

After  Sherwin-Williams  Co.  lost  more  than  $8  million, 
biggest  loss  in  its  111-year  history,  on  sales  of  $1  billion 
in  1977,  Chairman  Walter  O.  Spencer  resigned.  Wrap- 
ping up  a  29-year  career  that  culminated  in  his  unsuc- 
cessful effort  to  bolster  the  sagging  paintmaker.  Spencer 
explained,  "The  job  is  no  longer  any  fun." 
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the  creative  electric  company  makes 
atteries  that  run  on  air. 


ia  ;  right,  on  air.  Gould's  new 
fti  iir™  battery  actually  uses  the  air 
3  eathe  as  one  of  its  active  ingre- 
fi The  result  is  a  battery  that  lasts 
icas  long  as  conventional  button 
ill  Which  means  that  hearing  aids, 
sconic  watches,  calculators,  etc. 
in  jm  twice  as  long  between  battery 
ia  ies. 

E;  longer  life  is  only  part  of  the 
or ;Activair  has  virtually  eliminated 
e  ittery  shelf-life  problem  because 
icpell  is  sealed  until  it's  put  to  work. 
K he  Activair  maintains  a  more 


constant  voltage  over  its  entire  lifetime, 
unlike  conventional  batteries  that  start 
losing  voltage  from  the  minute  they're 
made. 

As  electricity  becomes  a  larger 
source  for  meeting  our  nation's  energy 
requirements,  Gould's  growth  oppor- 
tunity in  electrical  equipment  will  surely 
increase.  We  concentrate  on  products 
that  transmit,  distribute,  store,  control 
and  convert  electrical  energy. 

In  fact,  over  70%  of  our  business  is  in 
these  areas.  So  the  electric  economy 
provides  a  firm  base  for  our  growth. 


Our  commitment  to  product  devel- 
opment and  management  performance 
assures  a  continuation  of  our  record 
growth. 

If  you'd  like  to  know  more  about  the 
new  Gould,  please  write  Gould  Inc., 
Dept.  F-A-5,  10  Gould  Center, 
Rolling  Meadows,  Illinois  60008. 


->  GOULD 


Automatic  Switch:  How  To 
Be  Big  Though  Small 


Its  boss,  Frank  Hurlburt,  isn't  eloquent  with  words, 
but  he  speaks  a  language  Wall  Street  understands. 


It's  not  that  Frank  Hurlburt  won't 
talk  about  his  company.  It's  just  that  the 
graying  engineer  isn't  very  communica- 
tive. VV.F.  (Frank)  Hurlburt  Jr.  is  chair- 
man of  N.J.'s  Automatic  Switch  Co.,  a 
smallish  outfit  that  does  battle  with  cor- 
porate giants  and  yet  manages  to  earn 
11%  on  sales  and  17%  on  stockholders' 
equity — with  nary  a  cent  of  debt. 
Fokbes  set  out  to  find  out  how. 

Forbes:  Mr.  Hurlburt,  what's  Auto- 
matic's market  share  in  solenoid  valves, 
your  major  product? 

Hurlburt:  "We're  Mr.  Big.  But  it  s 
impossible  to  say  how  big." 

Forbes:  How  come  you  are  so  big? 

Hurlburt:  "It's  the  quality  of  our 
products." 

Switching  subjects,  we  asked  him 
what  his  father,  Wilbur  F.  Sr.,  told  him 
when  he  handed  over  the  presidency  of 
the  company  in  1951: 

"Oh,  he  gave  me  some  advice,  but 
what  he  told  me  I  don't  remember." 

And  so  it  goes.  But  you  can't  judge  a 
company  by  how  outgoing  its  boss  is. 
Automatic  Switch  has  an  impressive  sto- 
ry. Over  a  period  when  many  small  one- 
product  family-controlled  companies 
were  swallowed  up  by  bigger  companies 
or  by  conglomerates.  Automatic  Switch 
retained  its  independence  and  grew.  In 
1951  sales  were  $5  million.  Last  year 
they  totaled  $94  million  and  net  profits 
were  twice  as  big  as  sales  had  been  when 
Hurlburt  took  over. 

How  can  a  smallish  company  stand  up 
to  the  likes  of  General  Electric  Co., 
Westinghouse  Electric  Corp.  and  Inter- 
national Telephone  &  Telegraph  Corp., 
to  mention  only  a  few?  Nothing  original. 
Just  picking  a  few  specialized  markets  (or 
even  market  corners)  in  which  brains, 
not  financial  muscle,  counted. 

Asco  plays  its  cards  somewhat  differ- 
ently in  its  two  major  fields.  Solenoid 
valves — used  to  control  the  flow  of  gases 
and  fluids — are  about  three-fourths  of  its 
sales.  In  this  product  it  spread-eagles  the 
competition  by  making  more  than  3,000 
different  types,  far  more  than  any  of  its 
250  competitors.  The  advantage  here  is 
that  a  chemical  company,  say,  may  re- 
quire dozens  of  different  types  and  sizes 
of  solenoid  valves.  "Well,"  says  Chair- 


man Hurlburt,  "we  make  all  of  them." 

To  be  sure,  that  approach  has  a  cost. 
Automatic  Switch  must — and  does — 
keep  an  inventory  so  large  that  its  inven- 
tory account  usually  exceeds  its  net 
property  account  on  the  balance  sheet. 
The  inventory  costs  could  eat  you  alive. 
But  Asco  makes  up  for  the  extra  costs  by 
charging  high  prices  for  its  valves,  espe- 


Small  Is  Profitable:  Engineers  like  Frank 
Hurlburt's  emergency  switches  better 
than  GE's  or  Westinghouse's. 


daily  the  more  specialized  ones. 

In  the  switch  market,  about  a  fourth  of 
sales,  Asco  specializes  in  certain  emer- 
gency switches  that  automatically  trans- 
fer electrieal  load  from  the  normal  source 
to  an  emergency  one,  usually  an  engine 
generator.  In  this  part  of  the  switch  mar- 
ket, consulting  engineers  specify  Asco's 
products  more  frequently  than  they  do 
those  of  competitors  such  as  GE,  West- 
inghouse and  Square  D  Co. 

It  isn't  enough  just  to  pick  a  good 
market.  You  have  to  perform;  and  Asco 
has  been  nurturing  its  position  in  sole- 
noid valves  since  1910  and  in  emergency 
switches  since  1930,  when  Hurlburt's 
father  devised  the  first  remote-control 
switch.  (That  year  young  Hurlburt,  then 
15,  started  helping  his  father  on  the 
drafting  board  during  summer  vaca- 
tions.) Last  year  Asco  spent  nearly  86 


million  on  research  and  development 
That's  6%  of  sales,  and  triple  what  man 
engineering  products  companies  spend. 

Much  of  that  R&D  money  goes  int 
finding  new  materials  and  methods  t 
cut  costs.  For  example,  says  Hurlburt 
"We've  gone  to  die  castings  instead  < 
brass  forgings  for  the  body  of  the  valves 
That  works  well  enough  for  most  fluid 
and  gases,  and  it  cuts  costs  by  25%. 
Savings  like  this  enable  Asco  to  pay  fo 
its  costly  R&D  and  to  earn,'  the  hug 
inventories — without  sacrificing  eithe 
quality  or  profitability. 

Wall  Street,  also  impressed,  has  give 
the  think  traded  stock  a  price/earning 
ratio  of  over  11  at  a  recent  price  of  5t 
The  potential  growth  seems  to  be  ther 
to  support  the  multiple.  Hurlburt  think 
Automatic  Switch  can  continue  to  doubl 
sales  every  five  years,  which  means  a 
average  14%  annually.  Why?  Powe 
breakdowns  and  shortages  are  leading  a 
kinds  of  businesses  to  install  auxiliar 
power  sources — which  require  lots  c 
sw  itches.  For  example,  no  large  compul 
er  installation  can  risk  loss  of  its  powe 
supply,  which  can  even  wipe  out  eertai 
computer-stored  records;  and  a  majo 
drop  in  voltage  can  cause  serious  erroi 
in  a  program. 

The  same  goes  for  the  company's  valy 
business.  "Anywhere  you  have  a  manu 
facturing  process  that  becomes  mod 
automated,"  says  Hurlburt,  "it  just  natu 
rally  increases  the  market  for  solenoij 
valves.  Consider  the  possibilities  with  o| 
refineries,  antipollution  machinery  am 
desalinization  equipment." 

One  major  change  is  due  at  Automat! 
Switch  soon.  Hurlburt  is  now  64,  and  hj 
own  children  have  shown  no  interest  u 
following  him  in  the  company.  So  whel 
he  steps  down  (probably  in  favor  0 
President  Edward  R.  Ehrhard)  it  wij 
mean  the  end  of  a  half  century  of  Hurl 
hurt  rule.  However,  the  family  conned 
tion  continues.  The  Hurlburts  still  owi 
close  to  10%  of  the  2  million  shares,  aro 
the  family  of  company  financial  executiv 
(and  the  son  of  Asco's  founder)  David  M 
Darrin  own  just  over  50%. 

Frank  Hurlburt  doesn't  have  to  spea 
eloquently  about  his  company.  The  rec 
ord  does  it  for  him.  ■ 
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The  Swiss  Bank  Corporation  Keys. 

They  have  opened  financial  doors  throughout  the  world 

since  1872. 


SWISS  BANK  CORPORATION 


Main  Office  U.S.A.:  New  York.  Branch  Offices:  Chicago  and  San  Francisco.  Agency:  Atlanta. 
Representative  Offices:  Los  Angeles  and  Houston. 


Getting 
off  the 
Ground 

Man  is 
taking  to 
the  sky 
in  order  to 


communicate 


more  quickly,  economically  and 

reliably  over  long  distances. 

Harris  satellite  communications  systems 

are  helping  -  getting  the  word, 

the  sound  and  the  picture  to  people 

all  over  the  world.  Via  outer  space. 

Write:  Harris  Corporation, 

55  Public  Square,  Cleveland,  Ohio  44113. 


Harris  Satellite  Communications  Terminal 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


amblers:  Ben  Jacobson  (left)  and  Keith  Collust  took  a  chance  when  they  left  White  Weld.  It  seems  to  have  paid  off. 

1  The  Odd  Couple 

Meet  the  men  behind  the  opening-up  of  National 
Aviation.  What  others  merely  dreamed  about, 
this  pair  actually  did  something  about. 


Btil  two  years  ago,  Keith  R.  Gol- 
Jjt  and  Benjamin  R.  Jacobson  were  like 
bidreds  of  other  young,  bright  men  in 
\  .11  Street.  They  were  both  vice  presi- 
I  its  in  the  corporate  finance  depart- 
ijint  at  Wall  Street's  White  Weld  &  Co. 
1  !  pair  decided  to  put  their  money  and 
I  ir  careers  where  their  dreams  were; 
tky  started  their  own  firm. 

Most  people  never  actually  do  it," 
s;  5  Gollust,  a  Euclid,  Ohio  native, 
uliey  talk  about  it,  they  think  about  it, 
ray  dream  about  it  They  don't  do  it." 

Jovv  32,  Gollust  and  his  Schenectady, 
Mf. -reared  partner,  33,  have  hit  a  jack- 
p>:  They  are  successfully  converting  the 
iVional  Aviation  &  Technology  Corp.,  a 
c  ;ed-end  fund,  into  an  open-end  fund 
a  J  will  make  some  $700,000  for  their 
p  tnership  in  the  process.  But  this  is 
0|/  a  beginning.  Next  on  their  hit  list  is 
p  hably  Bancroft  Convertible  Fund. 
Ipy  also  bought  up  shares  in  American 
liaty  Shares,  Keystone  OTC  Fund  and 
I  United  Corp.,  all  of  which  have 
>]|-e  merged  into  open-ended  funds. 

>ollust  and  Jacobson  do  such  business 
ijiergers  and  acquisitions,  private  debt 
'  cinents  and  the  other  more  standard 
i  stmenl-banker  fare,  but  that's  not 


their  main  interest.  Says  Jacobson, 
"What  we  were  most  interested  in  were 
creative  corporate  finance  and  invest- 
ment decision-making  projects,  mostly 
with  an  orientation  to  our  own  account." 
Translation:  They  want  to  make  a  killing, 
and  to  do  that  they  created  an  invest- 
ment group,  Hobart  Associates,  to  take 
advantage  of  the  deeply  discounted 
closed-end  funds. 

Using  their  savings,  borrowed  funds 
and  capital  from  minor  partners,  Hobart 
Associates  bought  74,000  shares  of  Na- 
tional Aviation  at  an  average  price  of 
about  $18,  averaging  20%  below  book 
value.  Meanwhile,  Neuberger  &  Ber- 
man,  a  New  York  securities  firm,  had 
accumulated  around  280,000  shares. 
Once  the  two  groups  got  together,  the 
game  was  over.  Although  combined  they 
owned  less  than  10%  of  the  4.4  million 
shares,  management,  headed  by  T.F. 
Walkowicz  (who  will  keep  his  $90,000-a- 
year  job)  owned  less  than  1%.  And  quite 
clearly  most  of  the  small  stockholders 
stood  to  gain  from  open-ending  the  fund. 

When  word  leaked  out  what  the  two 
groups  were  up  to,  National  Aviation 
shares  climbed  from  18  to  22,  eliminat- 
ing about  half  of  the  discount.  The  stock- 


holders narrowly  approved  open-ending 
the  fund,  and  management  is  about  to 
take  action.  Now  the  stockholders  are 
happy;  Gollust  and  Jacobson  are  consid- 
erably richer. 

Gollust  and  Jacobson  are  the  Wall 
Street  version  of  the  Odd  Couple.  The 
eye  quickly  divides  their  30th-floor  win- 
dowless  office  in  New  York's  Pan  Am 
Building  in  two.  At  one  end,  Gollust  sits 
behind  a  clean  dark  wooden  table  he 
uses  as  a  desk.  On  its  'shining  top  rests 
only  a  telephone,  calendar,  pen  and  pen- 
cil set  and  a  photograph  of  his  wife  and 
daughter.  Jacobson's,  at  the  opposite 
end  of  the  room,  appears  to  be  the  same 
kind  of  table,  but  you  can't  be  sure  for 
the  papers,  books  and  other  clutter  that 
buries  the  top.  Between  them  stands  a 
bookcase  with  Gollust's  backgammon 
books  and  Jacobson's  paperbacks  on 
Transcendental  Meditation — sort  of  a 
free  zone  separating  clean  from  clutter. 

When  Gollust  first  began  at  Princeton, 
he  was  a  mathematician,  working  his  way 
from  theory  through  applied  math  and 
economics  and  finally  settling  on  busi- 
ness administration.  His  pin-striped 
suits,  white  shirts  and  controlled  but 
friendly  smile  reek  of  Ivy  League.  After 
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Around  the  world, 
Ingersoll-Rand  machines 
capture  and  conserve  energ 


in  oil  fields,  power  plants,  coal  mines, 
processing  plants,  gas  exploration  and 
transmission .  Ingersoll-Rand  machines 
are  busy  helping  people  involved  with 
energy.  For  example: 

1.  Mining  coal  from  deep  inside 
Kentucky.  Lee-Norse  continuous 
miners,  working  in  seams  as  low  as 
30  inches,  can  rip  loose  and  load  1000 
tons  of  coal  in  8  hours.  Productivity 
like  this  helps  make  coal  an  attractive 
alternative  to  oil. 


2.  Heating  and  cooling  in  Connecticut. 

Twelve  Terry  steam  turbines  help  supply 
29  offices  and  buildings  with  steam  in 
winter  and  chilled  water  for  air  condition- 
ing during  summer  months.  Comparedto 
having  many  small  systems,  this  efficient 
method  saves  fuel,  capital  and  labor 
costs. 

3.  Capturing  pollutants  in  Kansas.  An 

electric  utility  uses  these  rubber-lined 
slurry  pumps  in  a  system  that  keeps 
sulfur  dioxide  and  ash  from  entering  the 
air.  Tough  l-R  slurry  pumps  can  propel 
concentrations  of  up  to  75%  solids. 


4.  Forcing  oil  up  from  the  Nor 

l-R  turbine-compressor  module.' 
sunze  the  gas  that  emerges,  anc 
reciprocating  compressors  forc« 
into  the  ocean  floor.  This  gas  the 
force  out  more  oil.  And  it  remain; 
ground  for  future  use 

5.  Repressurizing  an  oil  field  i 
Middle  East.  Ten  15,000-horsef 
pumps  will  move  sea  water— 4.2 
barrels  a  day  by  mid-1978— thrc 
60-inch  pipeline  to  an  oil  field.  Trj 
water  will  be  forced  into  the  groq 
help  push  out  additional  oil. 


I 


I  illing  for  gas  in  New  York.  This 
D  ie  rock  drill  sets  up  and  starts  drilling 
■6  5  than  an  hour.  That  reduces  explor- 
clcosts,  allowing  a  wider  search 
:  tw  sources  of  supply. 

I  messing  waste  heat  in  Tennessee. 

)1. ases  created  during  fertilizer  manu- 
:) je  drive  a  turbine,  which  in  turn 
)  ;ies  combustion  air  for  making  nitric 
Hi  ngersoll-Rand  designed  and  built 
?  itire  fuel-saving  compressor  train. 

f  mping  gas  from  the  U.S.S.R. 

■i  compressor  units  will  help  pump 
\  t  gas  in  Austria  and  Germany  to 


France.  Our  highly  efficient  gas  turbines 
have  logged  a  99.5%  availability  record, 
partly  because  of  very  fast  changeout 
when  repairs  are  needed. 

These  are  just  some  of  the  ways  Ingersoll- 
Rand  machines  help  innovative  people 
capture  and  conserve  energy  resources. 


ENERGETIC 
IN  ENERGY 


In  fact,  that's  what  l-R  does  best:  supply 
technological  muscle  to  make  ideas 
work.  And  we  do  it  in  a  big  way.  Our  1 977 
sales  exceeded  2.1  billion  dollars. 

Write  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand,  Dept.  A-922, 
Woodcliff  Lake,  NJ  07675. 


sol  I -Rand 


'rinceton  he  received  an  M.B.A.  from 
larnegie-Mellon  and  stayed  on  in  Pitts- 
urgh  at  U.S.  Steel  for  two  years  in  the 
orporate  finance  department  before 
>ining  White  Weld  in  1971. 
Jacobson  is  the  more  freewheeling  of 
le  two.  After  he  graduated  from  Union 
ollege  in  his  home  town  with  a  bache- 
ir's  degree  in  psychology',  he  says,  there 
as  only  one  thing  he  knew  about  his 
ireer:  He  did  not  want  to  be  a  psycholo- 
st.  Instead,  he  spent  a  year  skiing  and 
ying  to  fit  Madison  Avenue's  gray-flan- 
?1  mold.  He  wound  up  at  New  York 
niversity  working  on  an  M.B.A.,  join- 
g  Paine  Webber  after  graduation  and 
oving  to  White  Weld  two  years  later, 
>out  four  months  after  Gollust. 

In  five  years  there,"  says  Gollust, 
ve  never  worked  together  on  anything, 
it  we  shared  problems,  debated,  dis- 
issed  everything."  "We  probably  knew 
ore  about  each  other  than  people  do 
hen  they  get  married,  adds  Jacobson, 
bachelor. 

Although  it  seems  to  have  been  open 
ason  on  the  closed-end  funds  lately, 


they  discriminate  very  carefully  before 
drawing  a  bead  on  their  targets.  "There 
are  certain  closed-end  funds  that  have 
legitimate  reasons  for  remaining  closed," 
says  Gollust,  citing  as  an  example  the 
Value  Line  Development  Capital  Fund. 
"A  majority  of  the  securities  are  restrict- 
ed and  unmarketable  because  they  are 
private  placements.  Because  of  that,  it 


".  .  .  Testimony  to  tender  of- 
fer problems:  Once  word  is 
out,  price  goes  up  and  arbi- 
trage profit  tumbles  . . ." 


would  be  terribly  imprudent  to  operate 
it  as  an  open-end  fund." 

National  Aviation,  by  contrast,  has  a 
highly  marketable  portfolio  with  airline 
and  aerospace  stocks  like  United  Air- 
lines, Boeing  and  Northrop.  Which 
means  that  if  a  lot  of  stockholders  want  to 
redeem  their  shares,  the  fund  has  no 
serious  problem  in  raising  the  cash.  But 


stockholders  may  be  satisfied  to  continue 
holding  the  fund.  Why?  Because  its  very 
"opening"  would  have  the  effect  of  wip- 
ing out  the  traditional  discount,  since 
open-end  funds  must  redeem  shares  at 
net  asset  value. 

"We  also  liked,"  says  Jacobson,  "the 
fact  that  National  Aviation  was  listed  on 
the  New  York  Stock  Exchange.  It  had  a 
respectable  degree  of  liquidity  which 
would  allow  an  investor  to  accumulate  a 
meaningful  position."  It  also  had  enough 
shares  outstanding  so  that  buying  the 
stock  would  not  have  had  a  great  effect 
on  the  stock  price.  (What  happened  to 
National  Aviation's  price  is  testimony  to 
the  problems  of  tender  offers:  Once  the 
word  gets  out,  the  price  goes  up  and 
arbitrage  profit  tumbles.) 

For  several  decades,  people  had 
dreamed  of  moving  in  on  closed-ends 
and  opening  them  up  for  the  benefit  of 
the  stockholders — and,  of  course,  for 
themselves.  But  Gollust  and  Jacobson 
didn't  simply  dream.  They  did  some- 
thing about  it.  Wall  Street  is  likely  to 
hear  more  from  this  bright  young  pair.  ■ 


)ut  Of  The  Clouds;  Back  Into  The  Kitchen 


That's  the  word  these  days  at  Marriott  Corp., 
which  wandered  far  afield  only  to  find  competition 
and  opportunity  were  heating  up  in  its  own  backyard. 


Iarriott's  entire  equity  capital  was 
y  $58  million  ten  years  ago,"  says  Bill 
larriott,  shaking  his  head.  "And  now  a 
ligle  new  hotel  can  cost  over  $100  tnil- 
In."  J.  Willard  Marriott  Jr.  isn't  boast- 
b  about  how  he  and  his  father,  J.  Wil- 
|d  Marriott  Sr.,  took  a  smallish  chain  of 

I "ile  service  Hot  Shoppe  restaurants, 
rted  in  the  mid-Twenties,  and  built 
fern  into  a  billion-dollar-plus  food, 
llging  and  entertainment  conglomer- 
I.  No,  Bill  Marriott — as  he  likes  to  be 
l)wn  to  distinguish  himself  from  his 
iier — isn't  boasting.  He's  musing 
l)ut  the  serious  problems  that  come 
Ih  growth. 

I  I've  become  more  conservative  after 
■  3-74,"  he  says. 

po  have  investors.  Only  six  years  ago 
lly  valued  Marriott  stock  at  65  times 
|nings  and  put  a  price  tag  of  $1.2  billion 
1  all  Marriott  stock.  Now  it  sells  at  11 
lies  earnings,  with  a  still-high  but  much 
ire  cautious  valuation  of  $450  million. 

>n<  ol  the  happenings  that  u;ave  both 
\\J  Marriott  and  Wall  Street  second 
ilughts  was  the  venture  into  two  Mar- 
iftt  s  Great  America  theme  parks  in  the 

K  ayo  and  San  Francisco  areas.  They 
:  led  up  costing  $155  million — consid- 
erably more  than  originally  planned — 


and  the  returns  on  investment  to  date  in 
no  way  justify  the  outlays.  Bill  Marriott 
failed  to  see  that  running  a  restaurant 
well  was  not  the  same  thing  as  being 
Walt  Disney.  The  situation  could  have 
been  even  worse  had  environmentalists 
not  blocked  the  building  of  a  third  Mar- 
riott theme  park  in  the  Baltimore- Wash- 
ington, D.C.  area.  Plans  for  that  park  are 
uncertain. 

It  is  not  hard  to  see  why  Bill  Marriott, 
just  46,  felt  confident  about  new  fields. 
He  was  only  32  when  he  became  presi- 
dent in  1964.  When  Bill  Marriott  moved 
into  the  president's  office,  Marriott's 
revenues  from  hotels,  restaurants  and 
airline  catering  were  only  $85  million. 
They  will  exceed  $1.1  billion  in  fiscal 
1978,  ending  this  July.  That's  heady 
growth.  It  can  be  dangerous.  It  tends  to 
create  the  illusion  that  you  can  do 
anything. 

Not  satisfied  with  sticking  to  Mar- 
riott's traditional  businesses  and  areas, 
Bill  Marriott  expanded  into  airline  cater- 
ing in  Europe.  He  had  to  pull  out  of 
Italy,  Greece  and  Germany.  Putting 
prestige  before  practicality,  Marriott 
proudly  operated  the  oldest  restaurant  in 
Rome,  the  Casina  Valadier,  located  in 
the  onetime  palace  of  Napoleon  I  s  son, 


the  Prince  of  Rome.  But  it  lost  money 
and  had  to  be  sold. 

Marriott  lost  important  money  run- 
ning Sun  Line  Cruises  to  the  Greek  is- 
lands. In  fiscal  1975  alone,  with  the  Cy- 
prus crisis  boiling,  Sun  Line  ran  $5.8 
million  in  the  red  and  caused  Marriott  its 
first  earnings  decline  in  15  years. 

While  Marriott  was  thus  spreading  its 
capital  and  its  energies,  competitors  like 
Hilton  Hotels  were  moving  in  on  the 
rich  Las  Vegas  market.  "We  decided  we 
didn't  want  to  go  into  gambling,"  says 
Bill  Marriott,  a  Mormon  whose  religion 
forbids  gambling.  Had  the  theme  park 
money  gone  into  Las  Vegas,  however, 
Marriott  might  have  had  a  gold  mine — as 
rivals  like  Metro-Goldwyn-Mayer  and 
Hilton  now  have. 

Through  it  all,  the  Marriott  hotels  and 
restaurants  in  the  U.S.  continued  to 
prosper — fortunately.  But  there  were 
mounting  problems.  Realizing  that  he 
needed  help.  Bill  Marriott  in  1975  hired 
Frederic  V.  Malek,  a  former  McKinsey 
consultant  who,  as  deputy  director  of  the 
Office  of  Management  &  Budget,  had 
become  headhunter-in-chief  for  the  Nix- 
on Administration.  Malek  was  quite  a 
catch:  He  had  gone  to  work  for  the  bril- 
liant but  unpredictable  Daniel  K.  Lud- 
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Akron,  Albany,  Atlanta, 
Baltimore,  Boston,  Buffalo, 
Chicago,  Cincinnati,  Cleveland, 

Columbus,  Detroit,  Hartford, 
Indianapolis,  Miami,  Minneapolis, 
Norfolk,  Philadelphia,  Pittsburgh, 
Providence,  Rochester, 
and  Tampa  to  New  York. 
And  Concorde  to  London 
in  half  the  time. 

Daylight  connections  to  London  via  New  York's  JFK  from  over  80  cities. 

Daylight  connections  from  London,  home  to  over  100  cities. 
Call  your  Travel  Agent,  Transportation  Department  or  British  Airways. 

fuwiyi  (soncorde 

We'll  take  good  care  of  you. 

Get  to  know  Conrac... 


before  you  dial  Sao  Paulo 

Our  Alston  Division  helps  keep  your  phone  bill  down  by  ena- 
bling the  telephone  industry  to  get  maximum  utilization  of  their 
plant  and  equipment,  thus  reducing  capital  expenditures.  If  you 
know  a  telephone  traffic  engineer,  ask  him  about  Conrac.  He 
knows  us  well... and  so  should  you  if  you're  looking  for  a  com- 
pany on  the  move.  For  example,  our  sales  to  the  telecommuni- 
cations market  show  a  compound  growth  rate  of  over  30  percent 
since  1972.  At  Conrac,  we  manage  for  growth... successfully. 


CONRAC 


Write:  Conrac  Corporation,  Three  Landmark  Square,  Stamford.  Conn.  06901 


wig,  billionaire  lord  of  a  shipping  an 
multinational  empire.  Malek  quarrel 
with  the  publicity-hating  Ludwig  over 
interview  the  younger  man  gave  to 
Sew  York  Times.  At  40,  Malek,  one  <| 
Marriott's  two  executive  vice  president) 
is  responsible  for  cruise  ships,  interna 
tional  hotel  development  and,  soon,  coij 
tract  food  services. 

Malek,  an  intense,  soft-spoken  man1 
explains  how  the  Marriott  company  weii 
afield  and  astray:  "In  the  early  Seventia 
a  serious  effort  was  made  to  define  whi 
we  were.  What  businesses  were  we  in) 
The  broadly  defined  answer  was:  leisuii 
time.  From  there  it  was  an  easy  jum 
from  restaurants,  contract  feeding  an) 
hotels  to  cruise  ships  and  theme  parks 
We  said:  Aren't  theme  parks  just  restai. 
rants  with  entertainment?  And  aren 
cruise  ships  floating  hotels?'  We  tried  t 
give  Wall  Street  what  it  wanted:  earn 
ings-per-share  growth." 

Now  the  strategy  is  changing. 

Marriott  is  getting  back  to  basics:  ho 
tels  and  restaurants.  There  are  no  plan 
to  expand  the  theme  parks  beyond  th| 
Baltimore- Washington  possibility.  TW 


".  .  .  'With  the  prices  beinj 
paid  for  acquisitions,  I  expec 
someone  will  start  manufac- 
turing restaurant  chains  U 
sell  to  PepsiCo' . . ." 


cruise  business  has  been  shrunk  in  sizfll 
And.  none  too  soon.  While  Marriott  coni 
tinued  to  do  well  in  domestic  hotels  am 
restaurants,  the  businesses  were  changl 
ing  fast  and  getting  increasing! 
competitive. 

Running  the  hotels,  restaurants  ani 
also  theme  parks  (67^  of  revenues)  1 
Executive  Vice  President  G.  Michafl 
Hostage,  a  former  Procter  6c  Gambll 
marketing  man.  Hostage  looks  on  tin 
restaurant  game  as  not  all  that  differed 
from  the  soap  game.  As  P6cG  compete 
in  the  same  market  with  differed 
brands,  so  does  Marriott.  For  example 
in  Tysons  Corner,  outside  of  Washing 
ton,  D  C. — Marriott's  home  base — ti| 
company  runs  five  different  restaurant 
in  a  single  location. 

Right  now.  Mike  Hostage  is  wrestlin 
with  the  problems  (and  opportunities 
created  by  the  increase  in  television  aq 
vertising  for  restaurants.  To  make  T 
pay,  you  should — as  McDonald's  does- 
spread  a  given  commercial  over  as  man1 
restaurants  as  possible.  With  this  i 
mind.  Hostage  has  decided  to  shrink  th 
number  of  "'brands''  in  his  restauran 
division,  eliminating  ones  that  aren 
selling  well  and  expanding  those  tha 
are.  One  of  his  current  winners  seems  t 
be  the  Roy  Rogers  Family  Restaurants, 
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Fifteen 
years  ago 
we  planted 
this  in 
Jacksonville, 


Its  amazing  what  grew  out  of  it. 


Hie  Charter  Company  is  a  successful,  diversified 
:orporation  with  annual  sales  of  $1.5  billion.  Our 
oots  go  back  almost  60  years.  That's  when  we 
tarted  with  a  small  family  owned  lumber  company 
ji  Jacksonville,  Florida.  And  out  of  that  simple  be- 
ginning has  grown  an  international  organization.  In 
'  959  we  went  public,  and  in  1962  we  became  The 
charter  Company.  Through  acquisitions  and  inter- 
lal  growth,  we  have  evolved  into  three  major 
•Derating  areas. 

:  Charter  Oil  Company  is  our  major  asset.  It 
engages  in  petroleum  refining  and  marketing,  inter- 
lational  oil  trading,  and  retailing  with  over  500  ser- 
ice  stations  located  throughout  the  South.  Our 
'0,000  barrel  a  day  refinery  in  Houston  has  the 
'apability  to  process  100%  "sour"  crude,  the  most 
bundant  form  of  crude. 

jOmmunicationS :  Our  communications  group 
ublishes  Redbook,  Ladies'  Home  Journal 
nd  Sport.  We  own  six  radio  stations  and 
)ayton  Press,  one  of  the  largest  printing 
perations  in  the  world.  We  also  provide 
ubscription  fulfillment  services  to  major 
lagazines. 


Insurance:  Our  insurance  group  includes  life 
insurance,  retail  insurance  services,  and  invest- 
ments, including  land  development  operations.  In 
life  insurance  we  operate  in  29  states  with  over  a 
billion  dollars  insurance  in  force.  Our  land  develop- 
ments are  located  in  the  fast-growing  Sunbelt  area. 

In  1977  our  revenues  were  $1. 48  billion  compared  to 
$1.19  billion  in  1976.  This  means  our  revenues  in- 
creased a  staggering  391%  over  the  last  5  years.  A 
lot  of  people  might  find  this  increase  hard  to  believe. 
But  those  who  know  the  company  know  that  our 
story  is  unusual  and  complex  with  fluctuations  in 
some  areas  and  steady  growth  in  others. 

In  1977  our  net  earnings  hit  $19,961,000  ($1.00 
per  share)  a  23%  improvement  in  primary  earn- 
ings per  share  over  1976.  Our  assets  at  year- 
end  totaled  $669,740,000  and  our  stockholders' 
equity  increased  to  $163,168,000. 


There's  a  lot  more  we'd  like  to  tell  you 
about  ourselves.  And  if  you  write  us,  we 
will.  The  Charter  Company,  208  Laura 
St.,  Department  L,  Jacksonville,  FL 
32202,  Attention:  Park  Beeler. 
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Some  people 
don't  understand 

how  profitability 
can  grow 

like  this: 


pnflL  nd  we  don't 

■L  blame  them, 
iwien  a  company  in- 
Jeases  its  profitability 
i  dramatically  as  North- 
jest  Industries  has,  we 
nk  you  should  look 
>sely  to  see  how  it  was 
ne.  Particularly  now 
it  our  returns  on  equity 
d  total  capital  are  sig- 
icantly  above  the 
srage  of  major  U.S. 
rporations. 
We  think  there  are 
and  reasons  for  our 
pfitability. 

Internal  Growth 

At  Northwest  Indus- 
;s  our  first  priority  is 
manage  well  what  we 
Ti.  Our  strong  growth 
profitability  and 
rrnings  has  been  due 
imarily  to  internal 
bwth  rather  than  acqui- 
lons.  Since  our  start  in 
i  68,  our  earnings  per 
i  are  have  compounded 


at  a  25.9%  annual  rate. 
Excluding  acquisitions, 
the  rate  is  22.7%.  The 
earnings  of  the  Standard 
&  Poor's  400  com- 
pounded at  about  7% 
over  this  period. 

A  major  reason  for 
our  profitability  is  that 
most  of  our  companies 
have  leadership  positions 
in  their  industries.  The 
following  companies 
comprised  90%  of  our 
consolidated  earnings 
in  1977: 

Union  Underwear 
Company— the  largest 
manufacturer  of  men's 
and  boys'  underwear.  Its 
products  are  marketed 
principally  under  the 
Fruit  of  the  Loom  label. 

Acme  Boot  Company 
— the  largest  manufac- 
turer of  western-style  and 
casual  boots,  under  the 
Acme  and  Dingo  brand 
names. 

Universal  Manufactur- 
ing Corporation — the 
largest  manufacturer  of 
fluorescent  lamp  ballasts. 


Microdot  Inc.— the 
largest  independent 
manufacturer  of  ingot 
moulds,  and  a  leading 
producer  of  connecting 
devices. 

Lone  Star  Steel  Com- 
pany—the most  efficient 
steel  company  anywhere. 

General  Battery  Cor- 
poration—a leading  pro- 
ducer of  automotive 
replacement  batteries. 

Buckingham  Cor- 
poration—a leading 
importer  of  alcoholic  bev- 
erages, including  Cutty 
Sark  Scotch  and  Mouton- 
Cadet  wine. 

Coca-Cola  Bottling 
Company  of  Los  Angeles 
— one  of  the  largest  inde- 
pendent soft  drink  bot- 
tlers in  the  country. 

To  maintain  their  lead- 
ership, we  have  supported 
our  companies  with  an 
aggressive  capital  invest- 
ment program.  In  the  last 
three  years  we  have  in- 
vested $316  million  in 
fixed  capital  to  expand 
and  modernize  our  facili- 
ties. Our  investment  cri- 
teria require  that  projects 
hold  the  likelihood  of 
achieving  a  discounted 
cash  flow  rate  of  return  of 
more  than  1 5%  after 
taxes. 

Another  contributor  to 
profitability  is  our  com- 
mitment to  vertical  inte- 
gration. Most  of  our  man- 
ufacturing companies 
control  more  steps  of  the 
manufacturing  process 
than  their  competitors. 
Result:  fewer  middlemen, 
greater  efficiencies,  and 
higher  profitability. 

And  we  carefully  mon- 
itor investments  in  inven- 
tories and  receivables  to 
make  sure  we  aren't 
tying  up  surplus  funds. 
This  attention  to  working 
capital  has  contributed 
to  the  improvement  in 
our  profitability. 


Acquisition  Policy 

Our  acquisition  policy 
is  also  consistent  with  the 
goal  of  continued  im- 
provement in  profitability. 
For  example,  in  order 
to  interest  us,  a  company 
has  to  have  an  annual 
aftertax  return  on  total 
capital  in  excess  of  12%. 
And  we  evaluate  whether 
the  company  will  pro- 
vide us  with  future  oppor- 
tunities for  high  return 
investments. 

We  know  that  main- 
taining growth  and  profit- 
ability in  the  future  will 
require  continued  invest- 
ment. And  we  have  the 
resources  to  do  it.  At  the 
end  of  1977,  after  pur- 
chasing Coca-Cola 
Bottling  Company  of 
Los  Angeles  for  $  1 95 
million,  we  had  unutilized 
credit  commitments  of 
$235  million. 

Thus  far  our  profitabil- 
ity has  expanded.  While 
it  cannot  continue  to  do 
so  forever,  high  returns 
on  capital  remain  our 
central  management 
goal. 

In  the  final  analysis, 
profitability  will  be  deter- 
mined by  the  commit- 
ment of  management. 
For  this  reason,  virtually 
all  of  the  incentive  sys- 
tems, at  headquarters 
and  the  operating  com- 
panies, are  importantly 
based  upon  return  on 
total  capital.  That  way,  no 
one  loses  sight  of  our 
goal. 

To  find  out  more 
about  us,  send  for  our 
annual  report  or  our  SEC 
Form  10-K.  Write  us  at 
6300  Sears  Tower, 
Chicago,  IL  60606. 
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College  credit 
for  work 
experience 

Bachelor,  Master's,  Doctoral  Programs 

The  University  of  Beverly  Hills  is  now  offering 
work-related  degree  programs  at  the  Bachelor. 
Master's  and  Doctorate  levels,  for  college 
credit  toward  a  degree 

No  classroom  attendance  required 
The  University's  off-campus  study  programs 
are  designed  to  operate  within  your  occupa- 
tional framework  No  classroom  or  seminar 
attendance  is  required  You  work  at  your  own 
pace,  as  fast  as  ability  and  time  allow 

No-cost  evaluation  study 
To  determine  your  degree  competency  level. 
The  University  provides  a  no-cost  personal 
evaluation  study  In  the  study,  consideration 
will  be  given  to  your  total  life  experience,  work 
background,  education,  vocational  and  special 
training 

For  Information  Call  (213)  659-7700 

or  send  detailed  resume  and  related  materials 
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She  University  of  Beverly  Hills 
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8500  Wilshire  Blvd..  Eighth  Floor.  Dept  504 
Beverly  Hills  California  90211  . 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E.  Ins. 
and  stockholders-  Operate  from  \ our  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  deta.is  write  giving  phone  no  to 

OR  Call  Mr.  Vanden  (213)  463-4841 

Dept  5  Computer  Capital  Corp 
692?  Hollywood  8lvd  Los  Ingeies  Calif  90028 


FREE! 


. .  a  copy  of  the  weekly 

COMPENDIUMof 
BUSINESS,  FINANCIAL 
and  ECONOMIC  BAROMETERS 

An  indispensable  tool  in  tracking  those 
important  factors  that  influence  and 
determine  business,  financial  and  per- 
sonal decisions. 

•  Send  for  your  FREE  copy  today1  No  obligation 

LEUBERT'S  C0MPENDIUMS,  LTD.,  Dept.  FF 

2210  Wilshire  Blvd.,  Suite  124 
Santa  Monica,  CA  90403  •  (213)  477-3611 
s.  / 
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Dinner  houses  like  Garibaldi's  are  losing  business  because  of  rising  prices. 


130-im it  roast  beef,  chicken  and  ham- 
burger chain.  Hostage  is  nursing  the 
chain  along  rather  slowly,  increasing  the 
number  of  units  by  only  20%  to  25%  a 
year,  after  a  setback  in  1971  when  33 
franchises  had  to  be  eliminated.  "Mainly 
those  franchisees  were  not  owner-opera- 
tors but  passive  investors  like  doctors 
and  lawy  ers  who  let  service  and  quality 
slip,  '  says  Hostage. 

Roy  Rogers  is  shooting  for  the  top  20% 
of  the  take-the-family-out-for-hambur- 
gers  market.  Where  McDonald's  uses 
frozen  meat  and  potatoes,  Ron  Rogers 
uses  the  fresh  product.  "McDonald's  has 
one  weakness,"  says  Hostage.  "Lousy 
food.  The  Roy  Rogers  fare  is  unques- 
tionably better,  but  it  does  not  offer  a 
hamburger  for  less  than  75  cents  as  rival 
McDonald's  does.  As  a  result,  the 
growth  will  probably  come  harder. 

Growth  may  well  be  limited,  too,  in 
Marriotts     more     expensive  dinner 


houses,  which  bear  such  names  as  Joshui 
Tree,  Garibaldi's,  Phineas  Prime  Ril 
and  Franklin  Stove.  Higher  mini  muni 
wages  and  more  costly  food  are  pushinj 
up  menu  prices  and  the  customers  art 
resisting.  This  year  profits  are  below  lasil 
year's. 

In  restaurants  as  in  soap — as  Hostagl 
sees  things — a  product  has  a  limited  lift 
and.  even  more  than  in  soap,  is  sensitivj 
to  changing  fads  and  fashion.  Take  Fan 
rell  s  Family  Ice  Cream  Parlour  Restau 
rants.  In  the  early  Sixties  Farrell  s  war 
after-school  headquarters  for  higl 
sch<K)lers.  It  was  a  Gay  \ineties-settin| 
ice  cream  parlor  that  employed  higl 
school  football  heroes.  But  Farrells 
after  two  years  in  the  red.  will  only  brea| 
even  this  year.  "We  don't  know  why  vn 
are  having  trouble,  says  Hostage.  "OH 
marketing  research  shows  customers  sa 
they  love  the  place  but  don't  come  ven 
often.  They  think  of  it  for  special  visiB 


Roy  Rogers  Family  Restaurants  hope  to  beat  cheaper  competition  with  fresh  food! 
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tb's  Big  Boy  coffee  shops  are  a  southern  California  institution. 


ly."  Why  is  this  so?  "The  high  school 
:>tball  player  isn't  a  crowd-attracting 
ro  to  today's  kids,"  sighs  Mike  Hos- 
;e.  "They  aren't  going  for  sodas — 
tey're  into  beer  and  drugs  at  an  early 
i.e.  After  the  high  school  prom  the  cou- 
nts aren't  going  to  Farrell's;  they're  go- 
ng to  bed  with  each  other.  I'm  afraid 
pay's  generation  thinks  Farrell's  is 
ilrny,  and  I'm  not  sure  what  to  do  about 
it  It  used  to  be  like  a  teenage  nightclub. 
l>w  the  teenagers  are  going  to  real 
!j!;htclubs." 

lWorse,  the  growing  popularity  of  eat- 
a;  out  has  brought  a  flock  of  new  corpo- 
Jie  entries,  such  as  W.R.  Grace  &  Co.'s 
Iji  Torito.  "Everyone  wants  to  find  a 
sbcessful  local  restaurant  and  take  it 
fconal,"  Marriott  complains.  "With  the 
[Ices  being  paid  for  acquisitions,  I  ex- 
fct  someone  will  start  manufacturing 
r.  taurant  chains  to  sell  to  PepsiCo, 
f  A  lot  of  companies  are  jumping  into 


the  restaurant  business  who  shouldn't 
because  they  don't  know  what  they  are 
doing — just  making  a  lot  of  acquisitions 
at  extremely  high  prices.  Restaurants  are 
difficult  to  run.  Every  day  you  have  to 
manufacture  the  product  using  people 
you  can't  pay  well.  Lack  of  good  operat- 
ing management  will  be  the  downfall  of 
many  of  the  fast  expanders  who  get 
spread  too  thin. 

"Here  is  the  way  the  crunch  will 
come.  Inflation  will  continue  to  cut  into 
consumer  disposable  income.  Thanks  to 
government-legislated  cost  pushes  like 
higher  minimum  wages,  the  restaurant 
industry  will  continue  to  increase  prices. 
And  as  people  eat  out  less,  they  will  have 
so  many  choices  they  will  become  a  lot 
more  selective.  Those  managements 
who  fail  to  do  an  outstanding  job  will  get 
zapped. " 

"We'll  keep  diversified,"  says  Hos- 
tage. "With  trends  so  unpredictable,  di- 


F  rell's  Family  Ice  Cream  Parlours:  A  concept  whose  time  has  gone? 
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Connecticut  lives  within 
its  means.  State  law  demands 
a  balanced  budget  and  puts 
a  firm  cap  on  long-term 
borrowing. 

Even  so,  sound  state 
management  has  produced 
a  three-year  fiscal  surplus 
of  more  than  $150  million. 

That's  good  for  us.  And 
it  can  mean  a  lot  for  you. 

Obviously,  Connecticut 
understands  the  value  of 
being  business-like. 

To  find  out  more  about 
Connecticut's  locational 
advantages,  contact,  in 
confidence,  Commissioner 
Ed  Stockton,  Connecticut 
Department  of  Commerce, 
Suite  631,  210  Washington 
St.,  Hartford,  CT  06106. 
Or  call  203/566-5037. 


CONNECTICUT 

achieves 
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J.  Willard  Marriott  Jr.:  In  the  increasingly  competitive  hotel  and  restaurant 
businesses,  "managements  who  tail  to  do  an  outstanding  job  will  get  zapped." 


versification  is  essential  if  only  to  have  the 
flexibility  of  substitution  on  sites  where  a 
concept  fails.  Most  new  entries  in  the 
business  are  only  looking  at  the  two  to 
three  years  it  takes  to  get  a  Sl-million 
restaurant  in  place.  Do  you  know  how  few 
survive  to  be  fully  depreciated  or  see  their 
20-year  leases  expire?  Marriott  s  diversi- 
ty helps  overcome  the  perishability  of  a 
given  restaurant  concept.  For  example, 
the  Hot  Shoppes  became  out-of-date  and 
the  locations  began  losing  money.  Oblit- 
erating sentiment.  Hostage  has  converted 
9  of  the  38  Hot  Shoppes  to  other  Marriott 
brands,  closed  or  sold  22  and  put  the 
remaining  7  in  the  black. 

Bob's  Big  Boy  Family  Restaurant  is 
Marriott  s  largest  single  chain;  1.000 
units,  most  of  them  franchised  at  unusu- 
ally low  fees.  Located  mostly  in  the 
West.  Bob's  are  coffee  shops  that  offer 
sitdown  service  Hostage  is  testing  them 
in  the  East. 

In  the  face  of  big  expansion  by  rivals 
like  Holiday  Inns.  Marriott  is  doubling 
his  present  hotel  operation  from  15. (XX) 
rooms  to  30.000  rooms  by  the  early 
1980s.  He  s  fairly  sure  hotels  also  will 
enter  a  new  period  of  overcapacity,  yet 
he  is  also  sure  his  own  expansion  will  be 
a  success.  How  so? 

Sensible  quality  aimed  at  the  business 
traveler  in  a  big  city,  often  near  an  air- 


port or  in  a  suburb,  has  been  Marriott's 
market.  The  business  traveler  is  the 
elite  of  his  company  and  he  likes  to  feel 
well  treated,  says  Marriott.  "So  he  s 
willing  to  pay  a  little  more,  but  he  wants 
value  for  his  company  s  money  too. 

This  philosophy  translates  into  an  av- 
erage daily  room  rate  of  about  $40  and 
av  oidance  of  the  expensiv  e  flamboyance 
of.  say,  the  Hyatt  Regency  hotels.  It's  a 
middle-of-the-road  philosophy  and  prob- 
ably just  right  for  the  business-traveler 
market,  emphasizing  as  it  does  comfort 
rather  than  style.  Marriott  says  he 
learned  to  cater  to  the  businessman  back 
in  the  mid-Fifties,  when  he  was  studying 
existing  hotels  and  wondering  what  kind 
Marriott  should  create.  "I  noticed  that 
during  a  recession  the  quality  hotels  in 
Miami  Beach  held  up  while  the  budget 
lodges  collapsed.'' 

This  strategy  was  proven  in  the  last 
energy  crisis.  "Our  hotel  occupancy  rate 
dropped  only  to  80^  and  we  held  up  our 
earnings,"  he  crows.  Now  of  course 
many  of  his  airport-oriented  hotels  in 
W  ashington.  D.C.  and  Los  Angeles  have 
occupancy  rates  over  90%. 

Geographically  he  thinks  he  sees  a  big 
potential  market  for  Marriott.  With 
small  hotels  of  300  rooms  or  so.  w  hich 
would  not  cost  quite  so  much  to  build, 
he  wants  to  enter  "secondary   cities  he 


previously  avoided — Oklahoma  Cm 
Tulsa.  Dayton — and  many  suburbs 
locations. 

To  finance  the  new  hotels.  Marrio 
taking  a  leaf  out  of  Hilton's  rxx)ks  I 
using  the  rollover  concept  whereby 
sells  off  ownership  in  older  proven  hote 
to  raise  money  for  new  ventures.  Lata 
this  year  it  will  sell  hotels  to  EquitabL 
Life  Assurance  for  SI  19  million. 

The  insurance  money  will  drop  Maa 
riort's  debt  ratio  to  only  38^  vs.  54^  ij 
1975.  Meanwhile,  for  managing  the  hq 
tels.  Marriott  will  share  in  the  earning 
on  an  operating  fee  basis. 

This  management  technique  is  ala 
working  abroad.  Marriott  will  be  iiianai 
ing  nine  Middle  Eastern  hotels,  all  fi 
nanced  by  investors,  and  by  1982  shoul 
be  getting  annual  pretax  earnings  of  I 
million  on  a  token  investment. 

Contract  feeding,  while  profitable,  is 
tough  grind.  The  fare  war  has  causa 
Marriott  s  airline  customers  to  cut  coi 
ners.  "Airlines  aren't  spending  anv  moil 
ev  for  food,  he  complains.  "Where  ell 
can  you  get  a  full-course  meal  for  iinda 
S3?"  Marriott  hopes  to  expand  proff 
margins  again  by  using  its  catering  knoJ 
how  to  get  deeper  into  institutional  feed 
ing — schools,  hospitals,  corporate  cafefcj 
rias — where  it  is  small  at  present.  Bi 
that.  too.  is  a  competitive  business  an 
competitors  like  ARA  Serv  ices  and  Sal 
Corp.  are  already  well  established. 

Does  the  Marriott-Hostage-Malq 
team  have  a  long-term  plan  for  the  cob 
pany?  "No,"  says  Bill  Marriott  "Thl 
business  changes  t<x>  fast  The  life  cyci 
of  restaurants  today  is  shorter  than  evq 
F(K>d  and  lodging  is  a  confused,  mixed 
up  industry.  ' 

But  Marriott  has  plentv  of  strength! 
Even  in  its  worst  recent  year — fisd 
1975 — it  earned  9. 6^  on  equity,  and  thl 
year  will  do  around  13rf.  Bill  Marriott) 
confident  that  the  company  s  earning 
w  ill  continue  to  grow .  not  at  the  old  2(H 
annual  rate,  but  at  least  15r?.  CapHj 
spending,  down  to  $73  million  last  veal 
will  be  back  to  S120  million  this  yM 
Thanks  to  the  Equitable  deal.  Mania 
can  manage  this  without  getting  excej 
sively  in  debt. 

Obviously,  the  Marriott  organ izatid 
has  come  down  from  the  clouds  w  here 
floated  in  the  late  Sixties  and  earlv  Sevaj 
ties.  Its  analysis  of  its  strengths  and  wea| 
nesses  is  hardheaded  and  realistic  Whfc 
is  as  it  should  be  Its  strength  basically) 
in  its  know  ledge  of  the  hotel  and  eatinj 
out  businesses,  its  legendary  attention  i 
the  details  of  satisfactory  food,  motivatB 
employees,  keeping  clean  premise*! 
and  in  the  all-important  detail  of  ST 
selection.  This  is  a  business  w  here  tf 
little  things  are  what  count  As  Icing  < 
Marriott  can  do  these  little  things  here 
than  most  of  its  competitors,  it  will  realfc 
Bill  Marriott's  growth  goals  in  spite  ofn 
growing  competition.  ■ 
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Dallas  has  come  a  long  way 
since  the  latest 
mail  order  fashions 
came  in  by  mule  train. 


Today,  fashions  are  airfreighted 
r  Dallas  to  the  rest  of  the  world.  Yet, 

I  ty  began  with  none  of  the  transpor- 

I I  facilities  that  traditionally  have 
I  d  a  city  grow.  So  it  built  its  own. 
s  The  result— the  city  that  began 

It  more  than  140  years  ago  is  now 
yd  by  the  world's 
*  modern  airport 
ides,  extensive 
I  nes,  and  an 
e  tate  highway 
jork  that's  the 


envy  of  many  an  older  city. 

From  Dallas,  you  can  now  reach, 
easily  and  quickly,  any  market  in  the 
booming  Southwest.  Or  for  that  matter, 
any  market  in  the  world. 

In  serving  our  clients,  we've 
helped  Dallas  come  a  long  way  since 

the  days  mail  order 
fashions  were  shipped 
by  mule  train.  And 
we've  helped  make 
Dallas  the  distribution 
center  of  the  Southwest. 


Republic 
National  Bank 
is  Dallas. 


A  Republic 
of  Texas 
Company 

Member  FDIC 


Capital  equipment. 
It  keeps  us  and 
our  customers 
growing  strong. 

In  any  business,  capital  equipment 
means  growth.  And  because  we  specialize 
in  innovative  ways  to  use  capital  equip- 
ment dollars  more  effectively,  our  exper- 
tise has  helped  Itel  grow  as  much  as  it's 
helped  our  customers. 

Since  we  concentrate  on  two  of  the 
largest  categories  of  capital  equipment  — 
transportation  and  computer  equipment 
—  we've  built  a  large,  ever-expanding 
asset  base  in  order  to  meet  our  customers' 
growing  needs. 

The  result  has  been  outstanding  finan- 
cial performance.  In  1977,  for  example, 
Itel's  revenues  reached  a  new  high  of  $401 
million.  And  our  net  income  increased 
to  a  record  $31.5  million. 

We've  designed  and  built  our  success 
in  capital  equipment  leasing  with  innova- 
tive marketing  ideas.  And  as  we  continue 
to  grow,  the  same  type  of  creative  think- 
ing will  serve  our  customers  as  well  as  it's 
served  us. 

Itel.  We're  a  company  that  will  grow 
on  you. 


ASSETS 

Millions  of  Dollars 


1973    1974    1975    1976  1977 


CORPCfflATOSr 

One  Embarcadero  Center 
San  Francisco,  California  94111 


Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I.  For  further  information,  write  for  our  annual  report. 


IN  TRUCK  RENTING  AND  LEASING . . . 

This  new  symbol 
shows  you  the  way  to  go . . . 
coast  to  coast! 


NationaLease 


It's  the  new  symbol  of  the 
National  Truck  Leasing  System, 
but  it  represents  an  idea  as 
old  as  free  enterprise  itself: 
Local  Service!  That's  the  basic 
idea  on  which  American 
business  was  built.  A  better 
product  or  service  than  the 
competition.  Local  attention  to 
your  special  needs.  That's  the 
Nationalease  way.  Personal 
service  by  a  local  independent 
businessman  custom-tailoring 
each  lease  to  meet  the  individ- 
ual needs  of  the  customer. 
Backed  by  a  network  of  200 
service  centers  operating  more 
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than  35,000  trucks  and 
tractors  in  the  U.S.  and  Canada. 

Nationalease,  the  symbol 
of  service,  local  service,  from 
coast  to  coast! 


Nationalease 

NATIONAL  TRUCK  LEASING  SYSTEM 

One  North  Wacker  Drive.  Chicago.  Ill  60606 
For  nearest  affiliate  call  collect  312-782-2991 


Cash  At  A 
Discount? 

Why  is  Vornado,  with  $1£ 
a  share  in  cash,  selling 
for  just  $11  a  share? 

Vornado,  Inc.'s  management  is  abou) 
to  solve  its  most  pressing  problem  onlj 
to  create  yet  another  serious  problem  fo| 
itself.  It  has  just  sold  off  half  of  its  busi) 
ness — just  short  of  SI  billion  a  year-j 
and,  in  the  process,  is  raising  its  cas|| 
hoard.  Prior  to  the  sale,  the  retail  disji 
counting  operation  had  been  slowlj 
bleeding  to  death,  with  losses  in  1971 
and  only  marginal  profits  in  the  previouJ 
three  years.  By  last  year  funded  debt  wai 
three-fourths  of  shareholders'  equityj| 
The  sale  of  22  Two  Guys  West  CoasM 
stores  to  Fed-Mart  Corp.  and  the  59-unij 
Builders  Emporium  home-impro\  emen| 
division  to  Wickes  Corp.  should  restart) 
Vornado  to  the  black.  It  will  also  build  i 
cash  hoard  of  $100  million — $18  pel 
common  share  on  a  stock  that  sold  re| 
cently  for  $11. 

So  Vornado  is  no  longer  bleeding  td 
death.  But  it  is  now  a  tempting  takeovei 
target.  So  much  so  that  Vornado  Chairj 
man  Frederick  Zissu.  64,  Vornado's  boa 


Hard  Times:  Vornado's  poor  earningsj 
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Ince  1964,  refuses  to  talk  either  to  the 
jress  or  the  security  analysts,  and  the 

hole  company  is  keeping  a  stubbornly 

w  profile.  The  company's  reluctance  to 
ilk  is  perfectly  understandable:  Zissu's 

anagement  of  the  troubled  retailer 
nes  not  stand  up  well  to  close  scrutiny. 
Is  been  a  disaster,  one  setback  after 

lOther  in  what  was  once  a  successful 

lerchandising  operation. 

I  In  1967  Zissu  bought  Food  Giant  Mar- 

•ts,  Inc.,  a  West  Coast  supermarket 
Lain.  By  1972  huge  markdowns  forced 
m  to  liquidate  the  entire  operation. 

Zissu  has  zigged  and  zagged.  Last 
i,  miner  he  announced  agreement  that 

jd-Mart  Corp.,  another  low-margined 

ass  merchandiser,  would  buy  the  West 

>ast  stores  and  make  a  tender  offer  for  a 
'ajority  of  Vornado  shares.  Then,  in 
ugust,  he  switched  direction,  saying 

at  Fed-Mart,  instead  of  acquiring  Vor- 

do,  would  be  acquired  by  it.  Next,  he 
j>ide  an  agreement  to  sell  Builders  Em- 
irium  to  W.R.  Grace  &  Co.  Then  he 
fddenly  announced  that  Wickes  Corp. 

mid  buy  Builders  Emporium  and  that 
Jfd-Mart  would  just  buy  the  West  Coast 
.'tores  without  a  merger  deal.  That  last 
lal  has  now  been  consummated.  Fed- 
jart  paid  $38  million  in  cash  and  as- 
•imed  $27  million  in  mortgages;  Wickes 
]  id  $60  million  in  cash  and  assumed  $10 
iHlion  in  mortgages. 

What's  left  of  Vornado?  That  $100  mil- 
]  n  in  cash,  60  stores  in  the  Northeast — 
ad  about  $103  million  in  debt.  At  pres- 
et prices  you  could  buy  the  whole  com- 
]iny  for  $60  million.  A  tempting  target, 
'pless  Zissu  can  make  himself  a  friendly 
(jal— and  fast — he  could  well  be  out  of  a 
jl  pretty  soon.  He  has  gone  from  the 
fling  pan  right  into  the  fire.  ■ 


<o  sell  off  all  but  60  Two-Guys  stores. 
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...  di 


delieht 


land." 


some  ian< 

%mP  — Captain  John  Smith  (1608) 

Today,  Maryland  is  still  a  "delightsome  land"  .  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  unique  loca- 
tional  advantages,  for  instance.  Maryland's  location  provides 
overnight  truck  delivery  to  one-third  of  the  U.  S.  market.  First  day 
rail  delivery  reaches  37%  of  the  market. 

Three  major  railroad  lines,  350  highway  common  carriers,  the 
Baltimore-Washington  International  Airport,  the  world  famous 
Port  of  Baltimore  (200  miles  farther  inland  than  the  next  closest 
Atlantic  coast  port)  and  Maryland's  excellent  highway  network 
provide  quick  access  to  markets. 

Add  Maryland's  strong  financing  programs,  its  ombudsman  pro- 
gram to  assist  existing  business  and  the  State's  genuine  livability 
—and  you've  got  good  reason  to  consider  Maryland  when  con- 
ducting a  site  survey. 

Maryland 

Department  of  Economic  and  Community  Development 

Room  F-58,  1748  Forest  Drive,  Annapolis,  Maryland  21401 
Phone:  301-269-3514 

Maryland 
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Call  hi 
at  Continental. 


t  Continental  Bank,  we 
i  stand  the  pressure  facing 
try  today.  Costs  are  soaring, 
e  need  for  profitability  is 
pressing-  than  ever.  So  the 
for  a  bank  like  Continental 
Is  even  greater.  . 
ijhe  Continental  banker  ff 
Hws  how  timely  financing  / 
«ii|iridge  the  gap  between  long 
Uplictioh  schedules  and  final 
ery.  He  can  respond  with 


i  if 


carefully  structured  and  cost- 
efficient  financing  alternatives 
geared  to  keeping  production 


lines  moving.  Further,  he  can 
provide  the  Kind  of  Jong-term 
commitment  necessary  to  help 
l^eep  pace  wmh  tomorrow's 
challenges.  ~ 

The  Continental  corporate 
banker.  At  your  side  and  at 
your  service.  Whenever  and 
wherever  you  need  him. 


CONTINENTAL 
BANK 


Continental  Illinois 
National  Bank  and  Trust 
Company  of  Chicago 

Argentina  Kenya 
Australia  Korea 
Austria  Lebanon 
(Bahamas  Luxembourg- 
I  Bahrain  Malaysia 
Belgium  Mexico 
Brazil  Morocco 
Canada        The  Netherlands 
Cayman  Pakistan 

Islands  Peru 
Colombia     The  Philippines  ;  . 
cuador  Singapore 
Spain 

Switzerland 
g  Taiwan 
aUdPhailiand  ;■' 

United  Kingdom 
United  States 
nezuela 
t  Germany 


DISCOVERED  BY  UNIROYl 


To  demonstrate  the  softness  of  engravings 
made  with  a  Uniroyal  process,  we  hand  printed  on  an  egg. 
Yet  soft  Fiex-Light  plates  can  last  as  long  as  some  metal  plates 
—and  are  produced  by  a  simple  photographic  process. 


An  advanced  technology 
for  printing  on  fiercely  tricky  surfaces 


An  engraving  process  created  by 
I  Uniroyal  makes  it  easy  to  print 
on  surfaces  that  drive  printers 
crazy:  on  flimsy  foils.  On  easily 
shredded  papers.  Even  (just  for 
demonstration's  sake)  on  the  sur- 
face of  a  fragile  egg. 


Did  you  ever  try  to  write  on  cello- 
phane? It's  child's  play  compared  with 
the  stubborn  problems  that  a  lot  of 
printers  face. 

Cellophane  can  be  torn  to  shreds  in  a 
printing  press.  Slippery  plastics  tend  to 
slough  off  ink.  And  wrapping  papers 
can  absorb  too  much. 

The  old  solution  was  to  print  with 
soft  rubber  type  that  doesn't  puncture, 
crush  or  tear  delicate  papers  and  foils. 
But  making  rubber  plates  involves  a 


cumbersome  three-step  process. 

Uniroyal  researchers  have  come  up 
with  a  better  solution  — and  not  by 
accident. 

Uniroyal  spends  $50  million  a  year 
on  research  and  development.  Since 
1968  some  of  that  money  has  gone  into 
the  search  for  a  better  way  to  print  on 
fragile  materials. 

Photoengraving 
on  plastic 

It  took  nearly  seven  years  to  find  the 
answer.  We  call  it  Flex-Light.®  It's  a 
flexible  printing  plate  that's  as  soft  as  a 
molded  rubber  plate  — for  printing  on 
delicate  materials.  Some  printers  report 
that  it's  good  for  almost  20  million 
impressions  on  certain  surfaces  (espe- 
cially plastic  films).  And  lasts  up  to  three 
times  longer  than  rubber. 

Lowers  printing  costs 

Were  the  years  of  development  worth 
all  the  effort?  Ask  our  customers. 

Flex-Light's  one-step  process  saves 
on  platemaking  time  and  that,  in  turn, 
means  lower  labor  costs. 

But  Flex-Light  saves  printers  money 
without  sacrificing  quality.  It  will  print 


in  color,  or  it  will  handle  lines 
as  .004  inches  wide  — useful  fi 
print  on  business  forms  or  de 
illustrations. 

Almost  1,400 
Uniroyal  discoveries 

Flex-Light  is  only  one  of  Unl 
many  discoveries. 

We've  been  granted  almost 
patents  in  the  past  17  years,  w 
1,500  scientists,  engineers,  an 
nicians  involved  in  research  an^ 
opment  in  dozens  of  fields. 

They've  discovered  ways  to  il 
the  yield  of  many  crops  and  v 
reduce  the  consumption  of  enj 
many  industries. 

They've  also  discovered  wj 
improve  the  aerodynamics  of  del 
different  as  trailer  trucks  and  goll 

The  flood  of  Uniroyal  discova 
paid  off  in  substantial  growth.  ' 
company  with  more  than  $1.6  b] 
assets  these  days.  But  we  like  l 
our  biggest  asset  isn't  even  on 
ance  sheet. 

Our  urge  to  discover. 


Microscopic  advantage:  textured  dots . 
Greatly  magnified  view  of  a  Flex-Light  plate 
shows  textured  dots  that  print  a  photograph. 
Roughness  of  the  dots  helps  them  release  extra 
ink  which  gives  a  more  vivid  picture— even  when 
the  dots  are  small  enough  to  fit  150  in  an  inch. 


Surprising  flexibility  of  Flex-Light  helps 
printers  solve  tough  problems. 
Plates  print  on  foil  wrappers,  plastic  bags,  and 
other  easily  torn  or  crushed  surfaces. 


For  product  and  acquisition  i 
tion  or  for  corporate  reports, 
M.L.  Heckaman,  Uniroyal 
HHBHHBj  Products,  312 
.„...„.,.,    Hill  Street,  Misl 
UNIROYAL  Indiana  46544.  0 

■  (219)255-2181. 
chemical,  rubber  and  plastic  products  v- 


Chris-Craft  Pays  The  Piper 


The  long  battle  over  Piper  Aircraft  stalled  Herb  Siegel's  ambitions. 
Is  it  too  late  to  start  them  up  again? 


There  are  two  ways  to  par- 
eipate  in  another  company," 
ivs  Herbert  J.  Siegel,  chair- 
lan  and  president  of  Chris- 
raft  Industries.  "You  can  ac- 
uire  100%  of  it;  or,  if  you  can't 
3  that" — brief  pause — "if  you 
pn't  want  to  do  that,  maybe  an 
itelligent  investment  is  a  lot 
ore  significant."  Herb  Siegel 

fencing.  He  doesn't  really 
ant  to  answer  the  question: 
re  you  going  to  try  to  get  con- 
pi  of  cash-rich  20th  Century- 
ax  Film  Corp.? 

He  crosses  his  Gucci-shod 
et  and  goes  on.  "You  know, 
le  Europeans  have  done  it 
at  way  for  years.  They'll  buy 
[>%  or  20%  and  look  on  the 
lanagement  as  employees, 
aybe  we're  coming  into  a  pe- 
bd  of  investment  thinking  like 
tat  in  this  country." 
I  Indeed,  that  tiny  $88-mil- 
lm-sales  Chris-Craft  should 
[en  lust  after  $500-million- 
!les  Fox  seems  presumptuous, 
px  Chairman  Dennis  Stanfill 
fno  fool:  He  has  already  taken 
jps  to  fortify  Fox'  board  and 
!  distribute  some  of  its  Star 
jars  millions  through  a  special 
!-a-share  dividend  in  March, 
it  that  doesn't  mean  the  at- 

npt  couldn't  be  made.  At  last 
jport,  Chris-Craft  was  Fox' 
bond  largest  stockholder,  with  490,000 
iares.  Norton  Simon,  Inc.,  whose 
(airman,  David  Mahoney,  is  on  the 
firis-Craft  board,  owns  another  218,900 
[ires. 

And,  after  all,  this  is  Herb  Siegel, 
ister  of  the  predatory  tender  and  the 
>yrinthian  deal,  who  at  28  took  over 
eburg  Corp.;  who  scared  Paramount 
tures  Corp.  so  badly  in  1966  that  it 
nped  into  bed  with  Gulf  &  Western 
lustries,  Inc.;  who  took  a  tiny  brewery 
1959  and  kept  merging  bigger  compa- 
'S  into  it  until  he  wound  up  running 
ris-Craft,  the  world's  biggest  maker  of 
werboats,  in  1968. 

\t  that  point,  Herb  Siegel's  ambitions 
re  stalled.  They  remained  stalled  for 
1  lit  years.  On  a  frosty  January  morning 
1969,  a  few  months  after  taking  over 


Chris-Craft's  Siegel:  "Generally  speaking,"  he  says,  "I  be- 
lieve most  tenders  tend  to  antagonize  the  management."  In 
the  case  of  Piper  Aircraft,  that's  an  understatement. 


Chris-Craft,  Siegel  called  William  T. 
Piper,  president  of  Piper  Aircraft  Corp., 
to  inform  him  that  Chris-Craft  was  about 
to  announce  a  tender  offer  for  his  com- 
pany. "We  could  understand  they  might 
be  upset,"  says  a  Chris-Craft  executive  of 
the  Piper  reaction,  "but  we  didn't  think 
they'd  burn  down  the  plant."  The  Piper 
family  found  a  rescuer  in  Bangor-Punta 
Corp.,  which  after  a  furious  tender  battle 
wound  up  with  51%  of  Piper  against 
Chris-Craft's  43%.  Chris-Craft  sued, 
charging  securities  violations,  and  the 
rest  is  legal  history:  After  eight  years  of 
litigation,  in  1977  the  Supreme  Court 
found  for  Bangor-Punta. 

Last  fall  Chris-Craft  extricated  itself- — 
selling  out  to  Bangor-Punta  for  $49.7 
million  in  cash  and  notes.  Siegel  used 
part  of  the  money  to  tidy  up  his  balance 


sheet,  then  quietly  started  put- 
ting over  $11  million  into  Fox 
stock.  Siegel  had  lost  eight 
years  in  the  Piper  fight.  Now 
he  seemed  to  be  making  up  for 
lost  time. 

Or  was  he?  Chris-Craft's  Fox 
stock  may  well  be  an  "intelli- 
gent investment"  as  it  stands. 
It  cost  an  average  $23.80  a 
share,  and  Chris-Craft  has  al- 
ready made  $407,000  on  it  from 
the  special  dividend.  Too,  with 
the  price  of  Fox  shares  up  to  28 
recently,  there's  already  a  $2- 
million-plus  gain. 

But  Siegel  will  have  to  do 
better  than  that.  Chris-Craft  no 
longer  has  its  equity  in  Piper's 
earnings;  without  them,  per- 
share  net  in  the  first  half  of 
Chris-Craft  s  1978  fiscal  year 
fell  to  43  cents  from  52  cents  in 
1977,  though  income  from  con- 
tinuing operations  more  than 
doubled.  So  if  Siegel  can't  pull 
off  some  new  coup,  he  must 
straighten  out  the  business  that 
gave  Chris-Craft  its  name. 

That  will  not  be  easy. 
"Whether  your  name  is  Chris- 
Craft  or  Hatteras,"  says  leisure 
analyst  Lee  Isgur  of  Mitchell, 
Hutchins,  "the  boat  business  is 
a  bitch."  Says  Chris-Craft  Ex- 

  ecutive  Vice  President  James 

Rochlis,  "Boats,  really,  are  still 
built  by  hand,  parts  of  them  almost  stick 
by  stick.  It's  an  art,  a  skill  that  can't  be 
overwhelmed  by  mechanical  methods. 
It's  a  virtuoso  business.  " 

Chris-Craft  now  has  its  virtuoso: 
James  R.  McQueen  Jr.,  61,  who  built 
Trojan  Boats  into  a  highly  successful  line 
of  family  cruisers.  McQueen  left  Whitta- 
ker  Corp.  (to  which  he  had  sold  Trojan  in 
1969)  last  year  to  become  head  of  Chris- 
Craft's  boat  division. 

He  has  his  work  cut  out  for  him. 
Boats,  accessories  and  marine  engines 
still  account  for  over  half  of  company 
revenues,  but  they  have  made  money  in 
only  two  years  of  the  last  eight.  The 
company's  profits  have  come  chiefly 
from  two  non-network  television  stations 
it  owns.  The  boat  division's  Fiumicino, 
Italy  plant  is  an  open  wound  of  strikes, 
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The  Art  of  Business: 

A  Dividend  of  Corporate  Prestige 

Corporate  arl  col  led  ions  are  a  specialty  of  Berry-Hill  Galleries,  which 
maintain  ;i  large  inventory  of  American  and  European  works  of  art. 
pertinenl  to  commerce  and  industry  For  further  information  on  the  arl 
of 'pour  industry, contacl  Frederick  I).  Hill  ;il 

Berry-Hill  Galleries,  Inc. 

743  Fifth  Avenue  ;il  57th  St..  New  York,  10022-[212]  753-8130 


Alfred  Dixon  (English  School,  fl.  1864-1891).  //; the  Camp  of  the  Enemy:  an  Incident  in  the 
American  Civil  War.  Oil  on  canvas,  36  x  72  inches.  Signed  (lower  right):  Alfred  Dixon. 
Exhibited:  Royal  Academy,  London,  1889.  No.  586. 


100  YEARS  FOR  $15 

You  are  invited  to  join  The  Victorian  Society  in  America  and  help  in  the  reap- 
preciation  and  preservation  of  America's  past.  By  joining  now  you  will  receive 
NINETEENTH  CENTURY,  the  lavishly  illustrated  quarterly  produced  by  Forbes 
Inc.  With  numerous  color  plates  and  well-documented  articles  and  reviews. 
NINETEENTH  CENTURY  captures  the  richness  of  our  artistic  and  cultural 
heritage  from  1790  to  1917. 

In  addition  you  will  also  receive  the  monthly 
BULLETIN,  book  discounts,  and  invitations  to 
Society  sponsored  events. 
Return  this  coupon  today. 


The  Victorian  Society  in  America 
East  Washington  Square 
Philadelphia,  Pennsylvania 

I  accept  your  invitation. 

Please  begin  sending  NINETEENTH 

CENTURY  and  other  benefits  to: 


Name 


Address 


Zip. 


□  Check  enclosed  □  Bill  me  Charge:  □  Visa  □  Mastercharge 
Acc't  #  Exp.  Date  


absenteeism  and  ebbing  productivity 
that  lost  over  half  a  million  dollars  in  the 
first  half;  Chris-Craft's  Marine  Powe 
subsidiary  in  Callipolis,  Ohio  did  not 
keep  abreast  of,  and  is  now  shut  out  o£ 
the  original-equipment  market  in  both 
diesels  and  "inboard-outboard"  engines 
In  fact,  Chris-Craft's  auditors  qualifiec 
the  1977  annual  report  because  $19 
million  in  intangible  assets  of  the  boal 
division  "are  dependent  upon  future 
profitable  operations." 

Granted,    some   progress   has  beer) 
made.  Chris-Craft's  once  sprawling  man 
ufacturing  facilities,   spread  across  1 
plants  worldwide  in   the  prefiberglas: 
days  when  Chris-Craft  dominated  the 
wooden  boat  business,  have  been  con 
solidated  into  three.  The  company  has 
similarly,    "condensed"    the  big-tick 
yacht  business  and,  under  McQueen, 
concentrating  on  the  popular  25-to-4<] 
foot     medium-range     family  cruisi 
market. 

McQueen  has  also  concentrated  on  in 
creasing  productivity  at  the  company 
Pompano  Beach,  Fla.  and  Holland,  Mich 
plants  and  on  developing  new  product 
"If  next  year  is  the  year  of  the  fami 
cruiser,"  he  says,  "the  following  yea 
could  conceivably  be  the  year  of  mote 
yachts."  In  other  words,  he  feels  deme 
graphics — the  graying  of  America — are 
his  side.  But  he  must  also  rebuild  Chri 
Craft's  ravaged  position  in  the  small 
speedboat  market.  Chris-Craft  used  b 
own  that  market,  but  it  was  the  first  to  bj 
taken  over  by  fiberglass,  a  technology  th 
company  was  slow  to  get  into. 

Siegel  likes  to  call  broadcasting  "ouj 
big  business."  In  profits  it  is,  though  th 
losing  boat  business  still  has  almost  twici 
the  revenues.  Chris-Craft's  TV  stations 
KCOP  in  Los  Angeles  and  KPTV  in  Pot\ 
land.  Ore.,  are  well  run,  profitable  prop 
erties  that  have  benefited  from  the  risl 
of  the  independents.  Then  there  is  thl 
assortment  of  industrial  operations  thg 
were  collected  during  sundry  mergers- 
plastics,  chemicals,  agricultural  proei 
ucts.  Better  rationalized  than  the  boa 
business,  they  yielded  above  20%  ope 
ating  profit  last  year — but  were  only  13° 
of  the  total  revenues. 

Preserved  like  a  fossil,  Chris-Crai 
symbolizes  the  whole  merger-mad  Si? 
ties.  It  is  a  conglomerate  in  the  old 
nonoperating  sense,  full  of  gritty  foreig 
objects.  At  50,  Siegel,  therefore,  is  ai 
most  a  has-been — unless  he  can  find  a 
alternative  to  all  those  dreary  operatin 
problems.  Don't  count  him  out,  but 
w  ill  be  difficult.  He  has  been  thinking 
taking  out  S15  million  in  new  long-ten 
debt.  Is  it  for  acquisitions  or  "intelligei 
investments"?  "It  could  be  for  acquis 
tions,"  he  says.  But  $15  million  won 
buy  much  in  today's  market  and  Chri 
Craft's  assets  and  earnings  aren't  mucl 
higher  than  they  were  a  decade  agil 
Those  eight  years  were  costly.  ■ 
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"Not  funny." 

LEE  A.  IACOCCA,  PRESIDENT,  FORD  MOTOR  CO.  A  READER  SINCE  1961. 


U.S.NGWS 

&  WORLD  REPORT 


We  spare  our  readers  unimportant  news. 

We  spare  our  advertisers  unimportant  readers. 


At  That's  how  Standard  &  Podr's  nov 
ranks  Crouse  Hinds'earnings  and 
dividends.  Our  record  of  continuing 
profitable  growth  tells  why. 

The  March  1978  Standard  &  Poor's  "Stock  Guide"  rated  Crouse-Hinds'  common  stock  A+. 
That  puts  us  in  the  top  2%  of  all  5,100  issues  rated  in  the  guide.  Crouse-Hinds  is  a  leader  in  the 
electrical  manufacturing  industry.  Take  a  look  at  our  sustained,  record-setting  performance  over 
the  past  five  years  and  you'll  see  why. 


NET  SALES  1973-1977 


NET  INCOME  1973-1977 
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1977  CURRENT 
RATE 


♦Restated  for  the  10%  Stock  Dividend  on  January  15.  1976.  and  the 
4-for-3  stock  split  on  September  15,  1977. 

If  return  on  common  shareholders'  equity  is  of  particular 
interest  to  you,  Crouse-Hinds'  return  has  averaged  18.4% 
since  1973  and  reached  20.3%  in  1977. 

After  reviewing  these  figures,  if  you'd  like  more  information, 
write:  Director  of  Investor  Relations,  Crouse-Hinds  Company, 
P.O.  Box  4999,  Syracuse,  New  York  13221. 


CROUSEHIND 


he  Forbes  500s 


All  the  numbers  got  bigger  last  year  except  in  the 
stock  market.  Somebody  was  wrong.  Could  it  be  the  stock  market? 


SPITE  all  the  problems  that  the  economy  had  last  year — 
perhaps  more  important,  despite  all  the  beefing  about 
se  problems — the  year  1977  was  a  good  year  for  most  of 
business.  Admittedly,  earnings  gains  weren't  as  big  as 
y  had  been  the  year  before,  but  that  was  because  in  1976 
economy  had  been  coming  out  of  a  deep  recession.  Say  this 
1977:  Profits  gains  slightly  outpaced  sales  gains,  which 

that  no  serious  cost  squeeze  had  yet  set  in. 
'ere  is  how  the  Forbes  500s  figures  showed  up  last  year  as 
pared  with  the  year  before: 


Sales 

Profits 

Assets 

Market  Value 


1977 

+  12.2% 
+  13.3% 
+  12.2% 
-  9.3% 


1976 
+  11.6% 
+22.6% 
+  9.8% 
+21.5% 


The  big  disappointment  was,  of  course,  the  stock  market, 
ich  not  only  failed  to  recognize  the  earnings  improvement 
the  year,  but  actually  gave  back  some  of  the  gains  of  the 
ir  before.  Put  the  two  together — rising  earnings  and 
jpping  stock  prices — and  you  ended  up  with  a  market  that 
d  at  panic-level  price/earnings  ratios.  At  year's  end,  the 
cks  in  the  Forbes  Market  500  sold  at  just  8.5  times  the 
nings  of  the  companies  in  the  Profits  500,  compared  with 
6  times  the  year  before.  Is  the  market  signaling  a  coming 
•ession?  There  were  no  signs  of  it.  As  Paul  Samuelson 
se  said,  the  stock  market  has  predicted  nine  of  the  last 


five  recessions. 

The  Forbes  figures  should  give  pause  to  those  who  com- 
plain about  excessive  concentration  in  U.S.  industry.  As  this 
report  shows,  there  were  no  fewer  than  372  corporations  with 
sales  of  $1  billion  or  more;  that  is,  there  were  372  giant 
companies.  How  concentrated  can  industry  be  when  it  is 
divided  into  as  many  as  372  power  and  decision  centers?  In  all, 
there  were  797  companies  that  made  one  or  more  of  the  four 
Forbes  lists.  That  number  seems  to  speak  of  diversity  rather 
than  concentration. 

Within  this  diversity,  size  ranges  all  the  way  from  General 
Motors  and  Exxon,  just  short  of  $55  billion  in  sales  each,  down 
to  Zale,  with  sales  of  $678  million. 

Even  among  the  supergiants,  there  was  considerable  diver- 
sity: Eighteen  corporations  had  sales  of  $10  billion  or  more;  53 
had  $5  billion  or  better. 

It  is  interesting  to  see  how  the  "typical''  big  company 
measures.  Drawing  on  all  four  lists  it  would  be  about  like  this: 


Sales 
Assets 
Earnings 
Market  Value 


$1.53  billion 

$2.18  billion 

$83.9  million 

$669  million 


Big  numbers,  yes.  But  that  there  are  so  many  companies  in 
this  category  in  spite  of  mergers  and  takeovers  suggests  that 
the  U.S.  economy,  like  U.S.  society,  is  not  at  all  stratified  but 
is  indeed  both  fluid  and  richly  differentiated.  ■ 
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The  Forbes 
Sales  500 

Even  allowing  for  inflation,  big  busi- 
ness had  a  good  sales  year,  and  the 
gains  were  more  evenly  spread. 


%  Change 

Rank 

Sales 

Over 

1977 

1976 

Company  ($000,000) 

1976 

1 

2 

General  Motors 

54,961 

ICC 

£ 

i 
i 

Exxon 

54,126 

3 

4 

Ford  Motor 

37,842 

O  1  o 

4 

3 

American  Tel  &  Tel 

36,495 

11.2 

5 

6 

Mobil 

32,126 

23.3 

6 

5 

Texaco 

27,920 

5.6 

7 

8 

Sears,  Roebuck 

22,024 

17.0 

8 

7 

Standard  Oil  Calif 

20,917 

7.6 

9 

10 

IBM 

18,133 

11.2 

10 

9 

Gulf  Oil 

17,840 

8.4 

11 

11 

General  Electric 

17,519 

11.6 

12 

12 

Chrysler 

16,708 

7.5 

13 

13 

Intl  Tel  &  Tel 

16,688 

14.3 

14 

14 

Standard  Oil  Ind 

13,020 

12.9 

15 

15 

-  Safeway  Stores 

11.249 

7.7 

16 

19 

Atlantic  Richfield 

10,969 

29.6 

17 

16 

Shell  Oil 

10,112 

9.6 

18 

18 

—    K  mart 

10,064 

18.6 

19 

17 

United  States  Steel 

9,610 

11.7 

20 

20 

E  1  du  Pont 

9,435 

12.8 

21 

21 

J  C  Penney 

9,369 

12.2 

22 

22 

Continental  Oil 

8,700 

9.3 

23 

23 

Aetna  Life  &  Cas 

8,129 

13.2 

24 

24 

General  Tel  &  Elec 

7,680 

13.8 

25 

29 

Tenneco 

7,440 

16.5 

26 

27 

Engelhard  Minerals 

7,333 

13.4 

27 

26 

Procter  &  Gamble 

7,284 

11.8 

28 

25 

Great  Atl  &  Pac  Tea 

7,236 

10.7 

29 

30 

Union  Carbide 

7.036 

10.9 

30 

32 

s  Kroger 

6,748 

10.8 

31 

28 

Travelers 

6,630 

3.3 

32 

33 

Goodyear 

6,628 

14.4 

202 


The  top  .500  U.S.  companies  racked  up  sales  of  SI. 42  trillion! 
in  1977,  a  gain  of  12.2%  over  the  preceding  year.  Adjusted  fo|f 
inflation,  that  was  a  real  gain  of  5.4%,  slightly  better  than  tW 
4.9%  real  growth  of  the  economy  (figured  in  terms  of  the  grosl 
national  product).  The  sales  gain  last  year  was  a  trifle  bettel 
than  the  gain  for  1976  (which  was  11.6%  above  1975),  and  lasl 
year's  gains  were  also  more  evenly  spread.  Only  28  of  the  tojl 
500  companies  failed  last  year  to  better  their  1976  sales  (com! 
pared  with  44  companies  the  year  before);  and  of  those  28  a  ha!  | 
dozen  were  down  by  1%  or  less. 

Changes  aplenty  there  were,  of  course,  in  the  fortunes  t  I 
individual  companies,  the  most  prominent  being  that  General 
Motors,  at  S55-billion  sales,  nudged  Exxon  (S54. 1  billion)  ou| 
of  the  number  one  spot.  But  more  important  among  thjl 
carmakers  was  Ford's  31.2%  gain  (to  S37.8  billion)  vs.  GMj 
16.5%;  the  year  before,  CM  had  enjoyed  a  32.1%  rise  ovel 
1975,  compared  with  Ford's  20.1%.  It  was  largely  because  dl 
Ford's  increase  that  the  auto  industry  was  able  to  show  a  19*31 
sales  gain,  impressive  even  if  somewhat  below  the  previouj 
year's  27.5%,  when  it  was  emerging  from  the  recession. 

Ford  was  not  the  only  major  outfit  to  better  its  relativl 
position.  U.S.  Steel  racked  up  an  11.7%  sales  gain  vs.  Bethk-I 
hem's  2.3%.  It  worked  the  other  way,  too.  Texaco  (Forbes  I 
Apr.  IT)  did  poorly  in  a  healthy  industry;  with  a  sales  gain  I 
only  5.6%,  it  was  muscled  out  of  the  number  five  sales  slot  bl 
acquisition-minded  Mobil,  with  an  increase  of  23.3%  last  yet| 
to  S32.1  billion. 

Of  course,  the  industry  that  a  company  was  in  did  make 
difference.  The  chemical  companies,  largely  because  of  ill 
creasing  competition  from  an  oil  industry  reentering  tH I 
chemical  field,  once  again  faced  the  familiar  old  devils  of  excfl 
capacity,  output  glut  and  softening  prices.  As  a  result,  only  Dl 
Pont  and  American  Cyanamid  among  the  top  half  dozen  or  «l 
chemical  companies  were  able  to  beat  the  percent  sales  ill 
crease  for  the  Forbes  500  companies  as  a  group. 

Nonetheless,  it  still  paid  to  keep  one's  eye  on  the  company 
least  as  much  as  on  the  industry.  The  manufacturers  of  capitl 
goods,  for  example,  lagged  in  most  fields;  but  Caterpillar  an  I 
Deere  managed  to  do  very  well,  showing  sales  gains  of  16' I 
and  15%,  respectively  .  ■ 
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The  Forbes  Sales  500 


%  Change  %  Change  %  Change 

k  Sales  Over  Rank  Sales  Over           Rank  Sales  Over 

>7)1976  Company        ($000,000)  1976  1977  1976  Company        ($000,000)  1976  1977  1976  Company        ($000,000)  1976 

39  1  Sun  Company     6,418  19.1  85  100  Standard  Oil  Ohio     3,523  20.8  137     134  NCR  2,522  9.0 

H]  34  Phillips  Petroleum     6,284  10.3  86  111  Pacific  Gas  &  Elec     3,506  32.4  138     137  PPG  Industries  2,506  11.1 

35  Dow  Chemical     6,234  10.3  87  77  Borden     3,481  3.0  139     123  Food  Fair  2,437  -2.8 

31  Westinghouse  Elec     6,138  -0.1  88  80  American  Stores     3,465  8.0  140     136  United  Brands  2,422  6.4 


16  Occidental  Petroleum  6,006  8.7  89  131  Coastal  States  Gas  3,453  49.0  141  149  American  Cyanamid  2,412  15.2 

17  Intl  Harvester  5,975  8.9  90  95  American  Express  3,446  16.9  142  135  Burlington  Inds  2,388  4.5 
;8  Eastman  Kodak  5,967  9.7  91  78  Litton  Industries  3,443  2.6  143  144  May  Dept  Stores  2,370  11.1 
1  RCA  5,881  10.4  92  84  American  Can  3,442  9.5  144  150  Reynolds  Metals  2,353  12.9 


44  Rockwell  Intl  5,859  12.8  93  99  Alcoa  3,416  16.8  145  141  Carnation  2,335  7.7 
47  Caterpillar  Tractor  5,849  16.0  94  93  Trans  World  Airlines  3,393  14.2  146  147  Celanese  2,320  9.3 
40  Union  Oil  California  5,669  5.9  95  81  Lockheed  3,373  5.3  147  162  Boise  Cascade  2,316  19.9 

45  United  Technologies  5,551  7.4  96  91  Chase  Manhattan  3,346  10.9  148  145  Crown  Zellerbach  2,307  8.5 


5  46  FWWoolworth  5,543       7.6  97  88  Getty  Oil  3,319       8.5  149  142  FMC  2,292  6.9 

\,  51  Citicorp  5,536  14.3  98  94  Bendix  3,303  11.4  150  146  Singer  2,285  7.5 

;  49  Halliburton  5,424  11.5  99  103  Weyerhaeuser  3,283  14.4  151  160  Control  Data  2,282  15.1 

\  50  BankAmerica  Corp  5,424  11.9  100  92  Jewel  Companies  3,278      9.9  152  156  American  Airlines  2,278  13.5 


3  Bethlehem  Steel  5,370  2.3  101  82  Sperry  Rand  3,270  2.1  153  167  IU  International  2,239  18.3 

i2  Beatrice  Foods  5,289  12.7  102  97  UAL  3,267  11.5  154  132  American  Motors  2,237  -3.4 

2  Esmark  5,250  -0.4  103  98  TRW  3,264  11.4  155  158  B  F  Goodrich  2,223  11.4 

8  Kraft  5,239  5.3  104  106  Transamerica  3,210  17.5  156  159  Bristol-Myers  2,191  10.3 


\  55  Xerox  5,077  15.3  105  104  National  Steel  3,139  10.5  157  176  Kaiser  Alum  &  Chem  2,180  17.7 

t  54  Federated  Dept  Strs  4,923  10.7  106  101  Champion  Intl  3,127  7  4  158  177  Central  Soya  2,177  18.5 

i  59  General  Foods  4,910  23.4  107  121  City  Investing  3,071  21.1  159  165  Dayton-Hudson  2,169  14.3 

i  56  R  J  Reynolds  Inds  4,816  12.2  108  108  Loews  3,027  11.7  160  161  Kerr-McGee  2,165  10.7 


158  Ashland  Oil  4,786  17.1  109  102  Consolidated  Edison  3,023  5.0  161  184  Schlumberger  2,160  19.3 

f    53  LTV  4,703  4.6  110  125  Signal  Companies  3,004  21.1  162  185  Standard  Brands  2,124  17.4 

I    57  Monsanto  4,595  7.6  111  113  Teledyne  2,960  12.1  163  202  Archer  Danls  Midland  2,114  30.4 

I    63  Amerada  Hess  4,591  17.3  112  115  Allied  Chemical  2,923  11.1  164  163  Ingersoll-Rand  2,113  10.0 


61  Firestone  4,427  12.4  113  122  Johnson  &  Johnson  2,914  15.5  165  186  Eaton  2,111  16.7 

60  Cities  Service  4,388  10.7  114  124  Honeywell  2,911  16.7  166  155  Genl  Tire  &  Rubber  2,110  4.3 

71  MarathonOil  4,252  21.9  115  112  General  Mills  2,909  10.0  167  166  Burlington  Northern  2,109  11.2 

65  Connecticut  General  4,179  14.4  116  120  Republic  Steel  2,909  14.3  168  169  Southern  Pacific  2,098  11.4 


62  ^-.Boeing  4,019  2.6  117  118  General  Dynamics  2,901  13.6  169  164  Commonwlth  Edison  2,095  9.8 

79  Winn-Dixie  Stores  3,997  22.4  118  105  Consolidated  Foods  2,892  5.0  170  171  Burroughs  2,091  11.8 

69  Minn  Mining  &  Mfg  3,980  13.3  119  110  American  Brands  2,892  8.2  171  153  Nabisco  2,073  2.3 

66  WR  Grace  3,976  10.0  120  109  CPC  International  2,870  6.5  172  181  So  Calif  Edison  2,065  13.7 


73  Household  Finance  3,935  13.1  121  127  Raytheon  2,818  14.4  173  180  Fleming  Companies  2,054  13.0 

72  Lucky  Stores  3,914  12.4  122  116  Textron  2,802  6.7  174  198  Texas  Instruments  2,046  23.4 

85  ^Philip  Morris  3,849  22.8  123  114  Fedl  Natl  Mortgage  2,788  6.0  175  157  Rapid-American  2,046  2.8 

64  Greyhound  3,841  3.1  124  117  Owens-Illinois  2,788  7.6  176  178  Combustion  Engnrng  2,045  11.7 


70  Colgate-Palmolive  3,837  9.3  125  139  CBS  2,776  24.5  177  188  Columbia  Gas  System  2,045  13.9 

76  Ralston  Purina  3,756  10.7  126  128  Continental  Corp  2,773  14.5  178  179  Eastern  Air  Lines  2,036  11.5 

96  INA  3,741  27.6  127  1 19  Foremost-McKesson  2,695  5.6  179  172  Pub  Svc  Elec  &  Gas  2,033  8.7 

89  Georgia-Pacific  3,675  21.0  128  126  Amer  Home  Products  2,685  8.6  180  168  Pfizer  2,032  7.7 


68  International  Paper  3,669  3.6  129  129  Inland  Steel  2,682  12.3  181  174  Borg-Warner  2,032  9.1 

74  Continental  Group  3,661  5.9  130  140  Southern  Company  2,661  20.6  182  173  American  Elec  Power  2,031  •   8  7 

75  Gulf  &  Western  Inds  3,643  7.3  131  143  Super  Valu  Stores  2,594  21.6  183  151  Iowa  Beef  Processors  2,024  -2.6 
86  Deere  3,604  15.0  132  133  Uniroyal  2,582  11.5  184  152  Pullman  2,020  -2.4 


90  Coca-Cola  3,560  17.4  133  148  Southland  Corp  2,544  20.3  185  217  Texas  Eastern  2,016  30.4 

83  Armco  3,549  12.6  134  130  Warner-Lambert  2,543  8.2  186  175  Mfrs  Hanover  Corp  2,011  8.3 

07  PepsiCo  3,546  30.0  135  138  Dresser  Industries  2,539  13.7  187  200  St  Regis  Paper  1,996  21.6 

67  McDonnell  Douglas  3,545  0.0  136  154  Union  Pacific  2,528  24.9  188  187  Fluor  1,996  10.8 


The  Forbes  Sales  500 


Rank 
1977  1976 


Company 


%  Change 
Sales  Over 
($000,000)  1976 


%  Change 


189 

209 

Whirlpool 

1,937 

21.5 

190 

195 

Lincoln  Natl  Corp 

1,933 

15.0 

191 

182 

Allied  Stores 

1,927 

6.2 

1  Q9 

i  qh 

1  jU 

North  Amer  Philips 

1  Ql  7 

119 

193 

196 

Pan  Am  World  Airways 

1,907 

14.8 

194 

183 

J  P  Morgan  &  Co 

1,897 

4.7 

195 

191 

Chemical  New  York 

1,880 

9.6 

1  Qfi 

9 1  3 

nonnwtrbi  tnuuainca 

1  877 
I  ,0/  / 

197 

193 

IC  Industries 

1,873 

10.9 

198 

170 

H  J  Heinz 

1,869 

-0.7 

199 

208 

Santa  Fe  Industries 

1,850 

16.1 

9nn 

222 

^flntrtm  1  3 
IVIUlUIUId 

1  848 

99  Q 

201 

234 

Anheuser-Busch 

1,838 

27.5 

202 

204 

Supermarkets  General 

1,829 

13.4 

203 

206 

Mead 

1,822 

13.9 

204 

189 

1  819 

4  4 

205 

225 

Albertson's 

1,816 

21.8 

206 

221 

Emerson  Electric 

1,809 

20.2 

207 

229 

Fruehauf 

1,797 

22.0 

208 

232 

Dana 

1,794 

24  2 

209 

199 

American  Standard 

1,792 

8.3 

210 

201 

Campbell  Soup 

1,769 

8.2 

211 

203 

Lykes 

1,767 

9.1 

212 

194 

IMUllUIl  OllllUII 

1  757 

4.3 

213 

216 

Seaboard  Coast  Line 

1,751 

13.0 

214 

211 

Kimberly-Clark 

1,726 

8.8 

215 

197 

Merck 

1,724 

3.8 

9 1  fi 

9  1  Q 

Delta  Air  Lines 

i  7?n 

1  9  R 

217 

207 

Hercules 

1,698 

6.4 

218 

254 

El  Paso  Company 

1,695 

25.4 

219 

246 

Northern  Natural  Gas 

1,687 

21.9 

220 

303 

1  676 

48  7 

221 

214 

Interco 

1,667 

6.4 

222 

228 

Reserve  Oil  &  Gas 

1,661 

12.7 

223 

231 

R  H  Macy 

1,661 

i3.0 

224 

237 

Awnn  Prnrl  i  i/*tc 
Mvuii  nuuuLib 

1  648 

14  9 

225 

270 

Amer  Nat  Resources 

1,642 

29.9 

226 

252 

U  S  Fidelity  &  Gty 

1,641 

21.2 

227 

212 

Consumers  Power 

1,637 

3.5 

99R 

91  n 

Gamble-Skogmo 

1  ft^A 
1 ,  OJ4 

9  R 

229 

288 

Peoples  Gas 

1,633 

36.9 

230 

278 

Gould 

1,620 

32.2 

231 

257 

Amer  Broadcasting 

1,617 

20.5 

232 

227 

Stop  &  Shop 

1,612 

9.3 

233 

269 

Northrop 

1,601 

26.6 

234 

226 

Dart  Industries 

1,601 

8.5 

235 

215 

Ogden 

1,592 

2.2 

236 

224 

Gillette 

1,587 

6.4 

237 

264 

N  L  Industries 

1,587 

23.5 

238 

235 

Continental  Illinois 

1,583 

10.1 

239 

236 

Amer  Genl  Insurance 

1,574 

9.7 

240 

280 

Levi  Strauss 

1,559 

27.8 

Rank 

Sales 

Over 

Rank 

Sales 

1977 

1976      Company  ($000,000) 

1976 

1977 

1976 

Company  ($000,000) 

241 

223 

Grumman 

1,553 

3.4 

293 

283 

Squibb 

1,342 

242 

230 

Quaker  Oats 

1,551 

5.3 

294 

292 

AMAX 

1.338 

243 

244 

1  546 

11.0 

295 

291 

1  334 

244 

262 

ARA  Services 

1,540 

17.8 

296 

255 

U  S  Industries 

1,334 

245 

240 

J  P  Stevens 

1,539 

8.3 

9Q7 

272 

Amfac 

1,322 

246 

256 

Avco 

1,538 

14.3 

9QR 

9fi7 

Clark  Equipment 

1,313 

247 

220 

Allic-Ph^lmprQ 

1,538 

1.2 

299 

308 

1.310 

248 

233 

Fisher  Foods 

1,537 

6.5 

300 

297 

Dillon  Companies 

1,292 

9dQ 

245 

Kellogg 

1,533 

10.7 

JU  1 

333 

Budd 

1,285 

250 

306 

Houston  Natural  Gas- 

1,532 

36.7 

302 

300 

-Ethyl 

1,282 

251 

251 

L/lul  1  l\Jl  IU  >Jl  la  1 1 II  ULR 

1,530 

12.8 

303 

271 

Intl  Minprak  &  Phprn 

Mill  mlllClrfli  OC  V^IICIII 

1,280 

252 

263 

Missouri  Pacific  Corp 

1,527 

18.5 

304 

281 

Studebkr-Worthngtn 

1,272 

266 

Colt  Industries 

1,525 

20.4 

MS 

311 

Duke  Power 

1,267 

254 

248 

Scott  Paper 

1,520 

10.7 

306 

338 

Cummins  Engine 

1,264 

255 

258 

Eli  Lilly 

1,518 

13.2 

307 

295 

1,261 

256 

249 

Carter  Hawley  Hale 

1,505 

9.7 

308 

296 

National  Distillers 

1,256 

257 

242 

Chessie  System 

1,493 

5.5 

309 

277 

White  Motor 

1,254  | 

258 

260 

Amer  Hospital  Supply 

1,488 

12.3 

310 

330 

General  Public  Utils 

1,252 

259 

287 

Wickes 

1 ,488 

24.7 

311 

337 

Timp  Inr 

1  II 1  IC  1 1  lv> 

1,250 

260 

324 

Owens-Corning  Fbrgls 

1,486 

36.9 

312 

342 

Pennzoil 

1,247 

261 

238 

Del  Monte 

1,484 

3.7 

313 

325 

Abbott  Laboratories 

1,245 

262 

250 

First  Chicago  Corp 

1,483 

9.0 

314 

282 

Norfolk  &  Western  Ry 

1,242 

263 

275 

Walter  Kiride 

If  til  ICI  PilUUC 

1.475 

19.6 

315 

349 

Williams  fnmnaniP1; 
■  » 1 1 1 1 o i ■  1 3       1 1 1 yja Micj 

1,240 

264 

276 

Melville 

1,474 

20.0 

316 

336 

Alco  Standard 

1,235 

265 

247 

Olin  Corp 

1,473 

7.0 

317 

319 

Stauffer  Chemical 

1,233  i 

218 

Associated  Dry  Goods 

1,468 

-4.6 

318 

310 

AMF 

1.229 

267 

289 

1  465 

23.1 

319 

327 

iTlogalcl  (VIUIIaWK  rni 

1  226 

268 

243 

Bankers  Trust  NY 

1,464 

4.7 

320 

317 

J  Ray  McDermott 

1,224  ! 

269 

261 

Johns-Manville 

1,461 

11.2 

321 

293 

Walgreen 

1,223 

970 

£.  /  V 

239 

Pillsbury 

1,461 

2.7 

322 

406 

Panhandle  Eastern 

1,205 

271 

315 

ENSERCH 

1,457 

32.0 

323 

312 

Emhart 

1, 199 

272 

294 

Pacific  Lighting 

1,453 

25.1 

324 

345 

Maione  &  Hyde 

1,197 

273 

268 

Detroit  Edison 

1,451 

14.6 

325 

318 

United  Telecom 

1,191 

274 

298 

Middle  South  Utils 

1,443 

26.0 

326 

332 

Foster  Wheeler 

1,189 

275 

284 

Martin  h^^natt? 
IVIdillll  IVIdllclld 

1  440 

18.7 

327 

302 

UdLdi  l  via  j  ci 

1, 188 

276 

299 

Charter  Company 

1,432 

25.3 

328 

320 

Sterling  Drug 

1,184 

 ' 

277 

285 

Consol  Natural  Gas 

1,427 

17.8 

329 

363 

U  S  Gypsum 

1,177 

97R 

253 

CIT  Financial 

1,423 

5.1 

330 

329 

Tesoro  Petroleum 

1,176 

97Q 

£l  3 

350 

PACCAR 

1  420 

41.8 

331 

373 

rpntral  &  Smith  Wp^t 

1,167 

280 

273 

White  Consolidated 

1,400 

12.2 

332 

354 

Reliance  Group 

1,157  j 

9RT 

279 

Phila  Electric 

1,395 

13.9 

333 

265 

Heublein 

1,151 

9R9 

tLO£. 

286 

St  Paul  Companies 

1,389 

16.3 

334 

405 

Warner  Commun 

1,144 

9R7 

NC 

McDonald's 

1,384 

19.7 

jo  j 

365 

Revlon 

1, 140 

284 

274 

Jim  Walter 

1,380 

11.8 

336 

339 

Southern  Railway 

1.140 

285 

259 

SCM 

1,378 

3.4 

337 

371 

Chromalloy  American 

1,135 

286 

326 

Texas  Utilities 

1,368 

26.4 

338 

341 

Upjohn 

1,134 

287 

309 

Hewlett-Packard 

1,360 

22.3 

339 

323 

Crane 

1,134 

288 

314 

Va  Electric  &  Power 

1,359 

23.1 

340 

361 

Times  Mirror 

1,130 

289 

290 

Koppers 

1,356 

14.0 

341 

353 

Murphy  Oil 

1,125 

290 

313 

American  Intl  Group 

1,351 

22.3 

342 

305 

Merrill  Lynch  &  Co 

1,124 

291 

241 

Pittston 

1,351 

-4.6 

343 

335 

Rohm  &  Haas 

1,124 

292 

304 

Crum  &  Forster 

1,348 

19.8 

344 

340 

Corning  Glass  Works 

1,120 

NC  Not  comparable. 
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will  more  gas  energy 

come  from? 


■  ■ 


- 


i 


Hie  land.  The  sea.   The  sun 


America  still  has  huge 
3dants  of  gas  available  from 
rlentional  underground 
[pes.  These  include  the  vast 
rjAlaskan  gas  fields,  and  gas 
njverable  with  new  deep 
ling  techniques 
:  Energy  experts  say  that 
m  the  next  century  arrives, 
flan  still  be  getting  as  much 
[:put  of  the  ground  as  we  do 
II  now 

|We  not  only  can  do  it— we 
.  No  other  energy  is  now 
able  in  quantities  large 
igh  to  do  all  the  jobs  that 
does. 


Some  of  the  largest 
underground  deposits  lie  deep 
beneath  the  ocean.  Exploratory 
drilling  will  begin  this  year  on 
the  Atlantic's  outer  continental 
shelf,  an  area  that  has  been 
virtually  untapped  till  now. 

Drilling  under  the  ocean 
floor  is  difficult,  but  the  tech- 
nologies have  been  developed 
and  proven  in  the  Gulf  of 
Mexico.  Twenty  percent  of  our 
gas  supply  now  comes  from 
offshore,  mainly  the  Gulf. 

Drilling  platforms  are  also 
at  work  off  the  Pacific  coast 
and  in  the  Gulf  of  Alaska. 


Plant  life  has  always  cap- 
tured energy  from  the  sun— now 
there  may  be  a  way  to  turn  that 
energy  into  natural  gas.  The  gas 
industry  and  the  U.S.  Department 
of  Energy  are  working  on  test 
projects  with  fast-growing  sea- 
weed, one  of  the  most  efficient 
solar  converters  known. 

Vast  beds  of  this  seaweed 
would  be  turned  into  gas  by  a  pro- 
cess called  biomass  conversion. 
It's  experimental  now  but  in  the 
21st  century  could  make  a  real  con- 
tribution to  energy  supply.  Wise 
energy  use  will  -^_AmericanGas  A 
help,  too.  P^wUHk Association  V 


We're  redesigning  our  marketi 


proadi  to  serve  industry  needs' 

John  D.  deButts,  Chairman,  AT&T 


"A  year  ago,  I  reported  on  the  Bell  System's  commit- 
lent  to  problem  solving,  industry  by  industry 

'Today,  we  have  specialized  teams  of  problem  solvers 
)r  every  one  of  the  industries  you  see  symbolized  here, 
ransportation.  Retailing.  Finance.  Health  Care.  Education, 
aid  many  more. 

"To  help  answer  problems  unique  to  each,  we've  de- 
eloped  and  we  now  market  a  variety  of  communications 
/stems.  Any  proposal  we  make  to  your  company  for  one 
f  these  systems  includes  our  total  responsibility— from 
esign  to  maintenance. 

'The  point  is,  we're  not  just  designing  a  symbol  for 
our  industry.  We're  redesigning  the  Bell  System's  market- 
ig  approach  to  serve  your  industry's  needs." 


The  system  is  the  solution. 

(2)  Bell  System 


The  Forbes  Sales  500 


%  Change  %  Change  % 

Rank  Sales         Oyer  Rank  Sales         Over  Rank  Sales 

1977  1976      Company        ($000,000)     1976      1977  1976      Company        ($000,000)     1976      1977  1976      Company  ($000,000) 


345 

408 

A  E  Staley  Mfg 

1,117 

36.3 

397 

364 

Kennecott  Copper 

925 

-3.3 

449 

■ 

Roadway  Express 

802 

346 

321 

George  A  Hormel 

1,106 

1.0 

398 

399 

Gt  Northern  Nekoosa 

924 

9.4 

450 

477 

Ohio  Edison 

796 

347 

389 

Consul  Freightways 

1,103 

26.7 

399 

410 

Eltra 

922 

12.9 

451 

427 

Northeast  Utilities 

796 

348 

369 

Wells  Fargo 

1,099 

15.9 

400 

331 

Commonwealth  Oil 

921 

-12.5 

452 

■ 

Louisiana-Pacific 

794 

349 

355 

Armstrong  Cork 

1,089 

11.0 

401 

402 

Airco 

920 

9.9 

453 

416 

Scot  Lad  Foods 

793  1 

350 

391 

NICOR 

1,082 

25.6 

402 

460 

Lear  Siegler 

920 

32.5 

454 

441 

Baltimore  Gas  &  Elec 

793  Ii 

351 

348 

Union  Camp 

1,082 

7.8 

403 

419 

Evans  Products 

919 

17.6 

455 

420 

St  Joe  Minerals 

791  j 

352 

328 

American  Petrofina 

1,076 

0.5 

404 

415 

Kane-Miller 

917 

14.6 

456 

467 

Braniff  Intl 

791 

353 

401 

Houston  Industries 

1,070 

27.1 

405 

440 

Ryder  System 

915 

25.8 

457 

455 

Mercantile  Stores 

789  X 

354 

395 

Tosco 

1,068 

25.9 

406 

403 

Wetterau 

914 

9.8 

458 

457 

Campbell Taggart 

787  1 

355 

344 

Pet 

1,064 

5.3 

407 

418 

Skaggs  Companies 

900 

15.0 

459 

462 

Hammermill  Paper 

787  I 

356 

368 

Polaroid 

1,062 

11.8 

408 

380 

Allied  Supermarkets 

897 

0.0 

460 

468 

Transco  Companies 

783  1 

357 

436 

Digital  Equipment 

1,059 

43.8 

409 

444 

Flickinger 

891 

23.2 

461 

358 

Morn  son- Knudsen 

781 

358 

357 

Colonial  Stores 

1,053 

8.0 

410 

400 

Brown  Group 

891 

5.7 

462 

442 

Allegheny  Power 

781 

359 

377 

Crown  Cork  &  Seal 

1,049 

15.3 

411 

414 

Crocker  Natl  Corp 

888 

10.8 

463 

470 

SmithKline  Corp 

780  j 

360 

366 

Sunbeam 

1,047 

9.7 

412 

423 

No  States  Power 

882 

14.5 

464 

454 

New  England  Electric 

775 

361 

362 

Northwest  Airlines 

1,046 

8.6 

413 

447 

Clark  Oil  &  Refining 

876 

21.9 

465 

491 

Northwest  Energy 

773 

362 

316 

ASARCO 

1,046 

-5.3 

414 

■ 

General  Signal 

876 

42.0 

466 

452 

Interlake 

767 

363 

346 

McGraw- Edison 

1,044 

3.7 

415 

438 

Blue  Bell 

874 

19.6 

467 

464 

Union  Electric 

765 

364 

379 

Texas  Gas  Transmn 

1,037 

15.1 

416 

407 

Clorox 

873 

6.2 

468 

435 

Marine  Midland 

759 

365 

367 

Sherwin-Williams 

1,036 

8.8 

417 

431 

Trans  Union 

871 

16.6 

469 

475 

Continental  Tel 

753 

366 

360 

Holiday  Inns 

1,035 

7.2 

418 

463 

H  F  Ahmanson 

865 

26.4 

470 

469 

Knight-Ridder  News 

752  | 

367 

382 

Marriott 

1,026 

15.3 

419 

390 

Provident  Life  &  Acc 

863 

-0.5 

471 

424 

G  D  Searle 

750 

368 

394 

Castle  &  Cooke 

1,019 

19.8 

420 

446 

Lone  Star  Industries 

861 

19.8 

472 

■ 

National  Gypsum 

748 

369 

301 

Genesco 

1,015 

-10.6 

421 

398 

Dillingham 

857 

1.3 

473 

478 

Pa  Power  &  Light 

745! 

370 

383 

Allegheny  Ludlum 

1,002 

12.7 

422 

437 

Dravo 

852 

15.9 

474 

484 

Rexnord 

744 

371 

374 

Westvaco 

1,001 

8.5 

423 

451 

First  Natl  Boston 

849 

19.7 

475 

453 

Universal  Leaf 

737 

372 

376 

Brunswick 

1,000 

9.4 

424 

404 

Arlen  Realty  &  Dvpt 

849 

2.4 

476 

■ 

Wal-Mart  Stores 

734 

373 

378 

Chubb 

998 

10.8 

425 

489 

Norton 

848 

34.6 

477 

480 

General  Reinsurance 

729 

374 

359 

First  Natl  Stores 

993 

1.9 

426 

396 

Intl  Multifoods 

847 

5.8 

478 

499 

A  0  Smith 

727 

375 

352 

Vornado 

988 

-0.2 

427 

466 

Baxter  Travenol 

844 

23.9 

479 

422 

McKee 

725 

376 

412 

MBPXL 

987 

21.1 

428 

432 

Richardson-Merrell 

836 

12.1 

480 

448 

Whittaker 

720 

377 

481 

Jack  Eckerd 

980 

53.8 

429 

425 

National  Tea 

836 

10.0 

481 

496 

Avnet 

720 

378 

384 

Diamond  Intl 

979 

10.3 

430 

421 

Pennwalt 

835 

7.4 

482 

■ 

Transway  Intl 

716 

379 

388 

Libbey-Owens-Ford 

979 

12.3 

431 

458 

Di  Giorgio 

830 

19.3 

483 

■ 

Baker  International 

709 

380 

375 

National  Can 

976 

6.4 

432 

472 

Reliance  Electric 

829 

24.9 

484 

487 

ACF  Industries 

706 

381 

385 

Timken 

974 

10.2 

433 

473 

Kemper  Corp 

828 

25.4 

485 

■ 

Leaseway  Transportn 

701 

382 

372 

Wheeling-Pitts  Steel 

966 

3.7 

434 

433 

Waldbaum 

826 

10.9 

486 

■ 

Thrifty  Corp 

701 

383 

356 

Zenith  Radio 

966 

-1.3 

435 

465 

So  Natural  Resources 

825 

20.9 

487 

450 

Eastern  Gas  &  Fuel 

698 

384 

370 

Phelps  Dodge 

959 

1.8 

436 

443 

Long  Island  Lighting 

824 

13.7 

488 

■ 

Sysco 

697 

385 

307 

Amstar 

950 

-15.0 

437 

486 

Washington  Natl  Corp 

823 

30.4 

489 

■ 

Sperry  &  Hutchinson 

696 

386 

411 

American  Financial 

950 

16.6 

438 

428 

Fred  Meyer 

822 

9.7 

490 

■ 

Northwest  Bancorp 

695 

387 

434 

Tandy 

949 

28.0 

439 

413 

GATX 

821 

1.5 

491 

■ 

Western  Air  Lines 

691 

388 

426 

Anderson-Clayton 

948 

24.8 

440 

445 

Liggett  Group 

819 

13.6 

492 

■ 

Cincinnati  G  &  E 

690 

389 

409 

Air  Prods  &  Chems 

947 

15.8 

441 

471 

Certain-teed 

818 

23.0 

493 

493 

Potlatch 

688 

390 

417 

Safeco 

943 

20.4 

442 

482 

Petrolane 

817 

28.3 

494 

495 

Borman's 

687 

391 

397 

Genuine  Parts 

943 

11.4 

443 

449 

West  Point-Pepperell 

817 

14.4 

495 

497 

SCOA  Industries 

685 

392 

334 

GAF 

943 

-11.1 

444 

430 

Black  &  Decker 

812 

8.5 

496 

322 

United  Merch  &  Mfrs 

684 

393 

393 

MCA 

942 

9.6 

445 

429 

Chesebrough-Pond's 

811 

8.2 

497 

■ 

Harsco 

683  ; 

394 

387 

Schering-Plough 

941 

8.0 

446 

439 

Akzona 

809 

11.0 

498 

459 

Turner  Construction 

682 

395 

351 

Jos  Schlitz  Brewing 

937 

-6.3 

447 

456 

Carolina  Pwr  &  Lt 

808 

15.7 

499 

■ 

Cooper  Industries 

679 

396 

381 

Giant  Food 

936 

4.6 

448 

476 

No  Indiana  Pub  Svc 

807 

24.5 

500 

485 

Zale 

678  ' 

■  Not  on  500  list  in  1976. 
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he  Forbes 
roffits  500 

Pofits  of  the  top  500  companies 
proved  "only"  13.3%  last  year, 
c  mpared  with  a  22.6%  gain  the 
il  ar  before.  But  look  what  they 
rare  improving  on  top  of. 

'4r  measurement  of  how  far  you  go  should  be  made  on  the 
'las  of  where  you  started  from;  and  by  this  standard  the  gain 
.llarnings  by  the  500  top  profitmakers  last  year  was  remark- 

M.  As  mentioned  above,  their  total  profits  were  up  "only" 
.M>%,  to  a  record  $77.9  billion.  But  that  was  on  top  of  a  22.6% 

Mease  in  1976  over  1975,  when  the  total  was  $56  billion.  So 

nnst  two  years,  the  total  has  gone  up  by  nearly  39%,  or  $21.9 

won.  Remarkable  indeed. 


Net    %  Change  Cash 


Rank 

Profits 

Over 

Flow 

Rank 

977 

1976 

Company 

($000,000) 

1976 

($000,000)  1977 

1 

1 

American  Tel  &  Tel 

4,543.9 

18.7 

9,589 

1 

2 

2 

General  Motors 

3,337.5 

15.0 

5,718 

2 

3 

4 

IBM 

2,719.4 

13.4 

4,525 

3 

4 

3 

Exxon 

2,423.0 

-8.3 

3,981 

4 

5 

5 

Ford  Motor 

1,672.8 

70.2 

2,789 

5 

6 

7 

General  Electric 

1,088.2 

16.9 

1,610 

9 

7 

9 

Standard  Oil  Calif 

1,016.4 

15.5 

1,597 

10 

8 

8 

Standard  Oil  Ind 

1,011.6 

13.3 

1,813 

6 

9 

6 

Mobil 

1,004.7 

6.6 

1,754 

7 

10 

10 

Texaco 

930.8 

7.0 

1,637 

8 

11 

13 

Sears,  Roebuck 

836.3 

21.8 

1,041 

16 

12 

11 

Gulf  Oil 

752.0 

-7.9 

1,436 

12 

13 

12 

Shell  Oil 

735.1 

4.1 

1,466 

11 

14 

16 

Atlantic  Richfield 

701.5 

22.0 

1,358 

14 

15 

14 

Eastman  Kodak 

643.4 

-1.1 

982 

19 

16 

20 

General  Tel  &  Elec 

559.7 

23.5 

1,366 

13 

17 

15 

Dow  Chemical 

555.7 

-9.3 

1,034 

17 

18 

19 

E  1  du  Pont 

545.1 

18.7 

1,269 

15 

19 

17 

Intl  Tel  &  Tel 

540.5 

15.5 

927 

20 

20 

22 

Phillips  Petroleum 

516.9 

25.6 

854 

21 

Almost  exactly  the  same  number  of  companies  showed  profit 
declines  this  year  as  last — 65  vs.  63 — but  the  reasons  for  the 
declines  tended  to  be  different.  In  oil,  foreign  exchange  trans- 
lation losses  caused  a  profit  sag  at  such  a  huge  and  profitable 
company  as  Exxon  (down  8.3%),  while  Continental  Oil  suffered 
a  17.3%  drop  for  lack  of  earnings  from  its  huge  coal  properties 
because  of  strikes  and  cold  weather.  To  beat  the  averages 
significantly  last  year,  an  oil  company  had  to  have  just  the  right 
thing  coming  on  for  it,  as  Phillips  (up  25.6%)  had  in  the 
North  Sea  and  Atlantic  Richfield  (up  22%)  had  on  the 
North  Slope. 

The  Big  Three  carmakers  continued  their  profit  gain 
from  the  previous  year  with  a  21.9%  increase,  but  to  put 
it  that  way  is  misleading.  Most  of  that  increase  should  be 
credited  to  Ford  (up  70.2%),  though  General  Motors' 
15%  gain  on  top  of  its  huge  (131.7%)  profit  bulge  last 
year  put  it  more  solidly  than  ever  in  second  place  among 
U.S.  companies  as  a  profitmaker,  outranked  only  by 
American  Telephone  &  Telegraph.  Chrysler's  62%  de- 
cline, after  an  encouraging  gain  the  year  before,  raises  all 
over  again  the  question  of  its  ultimate  viability. 

The  chemical  industry's  recurrent  capacity  and  price 
problems,  certainly  made  worse  if  not  substantially 
caused  by  the  oil  company  invasion  of  the  field,  meant 
that  of  the  top  four  chemical  companies  only  Du  Pont, 
up  18.7%,  was  able  to  show  an  earnings  gain  last  year; 
Dow  was  down  9.3%,  Union  Carbide  12.7%  and  Mon- 
santo 24.8%.  But  a  recovering  industry  can  help  enor- 
mously: The  spectacular  turnaround  in  fire  and  casualty 
insurance  has  lifted  Aetna  Life  &  Casualty  from  130th 
place  in  1975  to  56th  place  in  1976  to  25th  place  last 
year,  while  Continental  Corp.  jumped  from  184th  to 
53rd  in  a  single  year. 

What  was  the  price  of  admission  to  the  Forbes  500 
profits  list?  Last  year  it  was  $37.1  million,  vs.  $23.3  for 
the  500th  company  only  four  years  earlier.  ■ 
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The  Forbes  Profits  500 


Net 

%  Change 

Cash 

Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow  R 

1977 

1976  Company 

($000  000) 

1976  ($000,000)  1977 

1977 

1976  Company 

($000,000)   1976  ($000,000)  1 

21 

25 

Procter  &  Gamble 

461.5 

15.0 

586 

31 

81 

83 

Dresser  Industries 

185.1 

18.0 

260 

a 

27 

Caterpillar  Tractor 

445.1 

16.1 

656 

28 

82 

85 

Beatrice  Foods 

182.6 

19.2 

246  1 

23 

26 

Tenneco 

426.9 

11.3 

823 

22 

83 

77 

CBS 

182.0 

11.0 

223  1 

24 

31 

R  J  Reynolds  Inds 

423.5 

19.7 

647 

29 

84 

102 

Standard  Oil  Ohio 

181.1 

32.3 

353  1 

25 

56 

Aetna  Life  &  Cas 

417.9 

99.0 

'428 

49 

85 

134 

Florida  Power  &  Lt 

180.4 

54.4 

315  1 

26 

32 

Minn  Mining  &  Mfg 

412.9 

22.0 

608 

30 

86 

171 

Boeing 

180.3 

75.2 

262  1 

27 

29 

Xerox 

406.6 

13.3 

1,027 

18 

87 

87 

Amerada  Hess 

178.9 

17.2 

316  1 

28 

39 

Schlumberger 

401.5 

37.0 

563 

35 

88 

89 

General  Foods 

177.3 

17.9 

247     Jj  1 

29 

33 

BankAmerica  Corp 

396.3 

17.7 

451 

45 

89 

93 

Texas  Utilities 

175.9 

18.9 

292  1 

30 

21 

Union  Carbide 

385. 1 

-12.7 

744 

25 

90 

78 

Pfizer 

175.4 

9.7 

243     1  1 

31 

18 

Continental  Oil 

380.6 

-17.3 

820 

23 

91 

82 

Bristol-Myers 

174.3 

11.1 

207  lj| 

32 

24 

Citicorp 

373.8 

-6.9 

428 

48 

92 

76 

Phila  Electric 

173.4 

5.4 

281  1 

33 

30 

Sun  Company 

361.9 

1.6 

658 

27 

93 

137 

Transamerica 

168.2 

48.4 

213  ll 

34 

37 

Pacific  Gas  &  Elec 

356.3 

18.0 

569 

34 

94 

81 

Schering-Plough 

166.7 

6.1 

189  ill 

35 

36 

Halliburton 

355.1 

16.2 

550 

36 

95 

116 

Fedl  Natl  Mortgage 

165.1 

30.2 

166  \\ 

36 

44 

Philip  Morris 

334.9 

26.1 

417 

51 

96 

104 

Ashland  Oil 

164.3 

20.8 

303 

37 

42 

Union  Oil  California 

334.2 

24.3 

790 

24 

97 

101 

Diamond  Shamrock 

162.1 

15.8 

248  111 

38 

40 

Coca-Cola 

326.2 

14.5 

407 

55 

98 

211 

INA 

161.7 

88.4 

185  ll 

39 

38 

Consolidated  Edison 

323.6 

7.4 

493 

41 

99 

91 

Colgate-Palmolive 

160.5 

7.6 

222  ll 

40 

45 

Getty  Oil 

309.1 

19.6 

660 

26 

100 

216 

US  Fidelity  &  Gty 

159.1 

89.4 

163  2|| 

41 

41 

Amer  Home  Products 

306.2 

10.2 

342 

67 

101 

127 

Santa  Fe  Industries 

158.5 

31.6 

267 

42 

35 

Weyerhaeuser 

303.9 

-0.7 

550 

37 

102 

121 

American  Brands 

157.8 

29.3 

215  ll 

43 

43 

K  mart 

302.9 

13.6 

367 

62 

103 

98 

Mfrs  Hanover  Corp 

157.5 

10.1 

172  l|l 

44 

51 

J  C  Penney 

295.0 

29.3 

391 

58 

104 

95 

Sperry  Rand 

156.8 

7.9 

290  1 

45 

46 

Merck 

290.8 

13.8 

358 

63 

105 

96 

Consumers  Power 

155.0 

7.2 

263  1 

46 

28 

Monsanto 

275.6 

-24.8 

572 

33 

106 

110 

TRW 

154.2 

15.9 

244  if 

47 

52 

Westinghouse  Elec 

271.3 

21.6 

409 

54 

107 

106 

Kraft 

154.1 

13.6 

215  if 

48 

84 

Travelers 

263.1 

70.7 

263 

95 

108 

61 

Gulf  &  Western  Inds 

150.3 

-24.9 

237  l|l 

49 

5o 

Georgia-Pacific 

262.0 

21.7 

437 

46 

109 

142 

Pa  Power  &  Light 

149.8 

33.6 

218  ll 

50 

53 

So  Calif  Edison 

256.8 

15.8 

397 

57 

110 

157 

Middle  South  Utils 

145.0 

36.7 

255  ll 

51 

50 

Deere 

255.6 

5.8 

339 

68 

111 

129 

Detroit  Edison 

144.5 

20.8 

247  ll 

52 

67 

American  Express 

252.4 

40.5 

270 

89 

112 

120 

Rockwell  Intl 

144.1 

16.8 

265 

53 

184 

Continental  Corp 

249.6 

156.4 

264 

93 

113 

201 

NCR 

143.6 

59.5 

352 

54 

62 

Southern  Company 

249.3 

26.0 

484 

42 

114 

115 

Continental  Illinois 

143.1 

11.8 

160  2|l 

55 

57 

Johnson  &  Johnson 

247.3 

20.4 

334 

69 

115 

125 

General  Public  Utils 

142.8 

17.8 

257  ll 

56 

68 

RCA 

247.0 

39.2 

579 

32 

116 

118 

Ralston  Purina 

142.7 

13.3 

207  1 

57 

48 

Commonwealth  Edison 

246.8 

2.1 

514 

38 

117 

132 

Continental  Group 

142.2 

20.2 

268 

58 

49 

American  Elec  Power 

236.9 

-2.0 

427 

50 

118 

134 

Emerson  Electric 

142.1 

21.6 

186  1 

59 

47 

International  Paper 

233.7 

-7.9 

474 

43 

119 

111 

W  R  Grace 

140.5 

6.5 

278 

60 

64 

Union  Pacific 

221.9 

18.2 

357 

64 

120 

99 

Northern  Natural  Gas 

139.6 

-2.0 

247  1 

61 

71 

Connecticut  General 

219.4 

26.6 

242 

118 

121 

105 

American  Cyanamid 

139.4 

2.7 

244  lj 

62 

60 

Eli  Lilly 

218.7 

9.2 

260 

97 

122 

109 

Household  Finance 

138.7 

3.5 

207  ll 

63 

66 

Occidental  Petroleum 

217.9 

18.6 

428 

47 

123 

170 

Champion  Intl 

138.6 

34.4 

255  1 

64 

59 

J  P  Morgan  &  Co 

216.3 

6.7 

228 

122 

124 

117 

Allied  Chemical 

138.4 

9.6 

303 

65 

65 

Burroughs 

215.2 

15.7 

413 

52 

125 

114 

Kellogg 

138.2 

6.0 

170  1 

66 

58 

Pub  Svc  Elec  &  Gas 

214.2 

5.0 

375 

60 

126 

23 

United  States  Steel 

137.9 

-66.4 

510 

67 

54 

Cities  Service 

210.2 

-3.1 

473 

44 

127 

126 

Textron 

136.9 

13.1 

193  1 

68 

122 

Goodyear 

205.8 

68.7 

410 

53 

128 

144 

McDonald's 

136.7 

24.2 

202  1 

69 

69 

Intl  Harvester 

203.7 

17.0 

298 

78 

129 

191 

Lincoln  Natl  Corp 

135.0 

44.4 

145  2! 

70 

63 

Marathon  Oil 

197.0 

0.6 

368 

61 

130 

161 

Honeywell 

134.3 

27.6 

377 

71 

73 

Federated  Dept  Stores 

196.6 

16.9 

291 

82 

131 

141 

United  Telecom 

134.3 

19.2 

309 

72 

80 

United  Technologies 

196.0 

24.5 

296 

80 

132 

205 

St  Paul  Companies 

134.3 

51.0 

137  2 

73 

100 

Teledyne 

195.5 

37.9 

246 

113 

133 

123 

CPC  International 

132.9 

9.0 

186  1 

74 

97 

Alcoa 

195.2 

35.8 

399 

56 

134 

113 

Columbia  Gas  System 

132.8 

1.3 

302 

75 

70 

Duke  Power 

192.3 

10.7 

326 

70 

135 

255 

Loews 

132.6 

89.2 

155  2 

76 

86 

J  Ray  McDermott 

191.5 

25.3 

255 

104 

136 

143 

Long  Island  Lighting 

132.3 

18.6 

177  1 

77 

72 

Avon  Products 

191.5 

13.7 

211 

134 

137 

190 

Houston  Natural  Gas 

131.1 

38.3 

185  1 

78 

75 

Va  Electric  &  Power 

189.8 

13.8 

306 

74 

138 

124 

Kimberly-Clark 

130.7 

7.7 

182  1 

79 

79 

Warner-Lambert 

187.6 

17.5 

241 

119 

139 

164 

Levi  Strauss 

129.8 

23.8 

144  2 

80 

103 

PepsiCo 

187.3 

37.7 

277 

86 

140 

133 

Northwest  Industries 

129.4 

10.0 

183  1 

- 
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1  the  rubber  meet  the 
ior  Firestone  de  Chile, 

rith  a  $1.5  million 

'-ear  working 

loan. 


is  on  the  side  of 
Nationwide  with 
financing,  security 
trust  arrangements 
and  cash  management. 


eveland 
IheBafik 


makes  the  sparks 
fly  with  funding 
for  a  new  electric 
steel  mill  in 
Jacksonville, 
Florida. 


is  the  only 
Ohio  member 
of  SWIFT,  a 
transatlantic 
communications 
system  that  takes 
the  "float"  out  of 
your  international 
transactions. 


puts  meat  on  the  table  by 
providing  term  loans  to 
major  meat  processors 
for  modernizing  equipment 
and  procedures. 


CLEVELAND  TRUST 


The  bank  that  makes  things  happen. 


Emm 


Dravo  can  turn  this  dust  bowl 
into  a  cereal  bowl. 


World  demand  for  grain  is  in- 
creasing by  more  than  12  million 
metric  tons  a  year.  Many  devel- 
oping countries,  in  particular, 
can't  presently  produce  enough 
to  meet  their  needs. 

Only  about  10  percent  of  the 
world's  land  area  is  under  culti- 
vation. More  could  be  put  to 
productive  use.  But  in  many 
cases  irrigation  will  be  neces- 
sary to  make  it  fully  arable. 

Dravo,  with  a  background  of 
85  years  in  heavy  civil  construc- 
tion and  engineering,  is  experienced 


in  building  irrigation  systems 
and  related  facilities.  Right  now 
we're  completing  a  $56  million 
system  to  irrigate  41,000  acres 
of  land  in  Algeria.  And  we've 
recently  built  massive  rockfill 
dams  for  irrigation  projects  in 
Australia  and  the  United  States. 

At  Dravo  we're  helping  meet 
man's  needs  for  more  food  in 
many  ways.  For  example,  more 
than  160  of  our  RotoceP  facili- 
ties for  production  of  high-protein 
meal  from  soybeans  or  sugar 
from  cane  have  been  built  through- 


out the  world.  And  to  the  world's 
1.5  million  new  mouths  to  feed 
each  week,  our  work  in  food 
production  may  be  a  lifesaver.  • 

Dravo  Corporation 
One  Oliver  Plaza 
Pittsburgh.  Pa.  15222 


A  company  of  uncommon  enterprise 


J 


The  Forbes  Profits  500 


Net 

%  Change 

Cash 

Ranlr 

Profits 

Over 

Flow 

Rank 

77  1976 

Company 

($000,000] 

1976  ($000,000)  1977 

i      1 3fi 

1           1  JU 

l*Md3€  IVIal lllallal  1  VUlp 

127.0 

9.1 

157 

215 

2  140 

□  Ul  UCl  1 

126.9 

n  c 

1  £. .  O 

1  JO 

1  RR 

1  JO 

*     l  fin 

Hni tct/in  Inrliictrioc 

125.6 

1  Q  ^ 

196 

157 

4  34 

Phrvclpr 
\*l  II  jdici 

124.8 

n 

— .  U 

JiJ 

5  235 

Amer  Genl  Insurance 

124.5 

F,  1  Q 

Dl.  J 

1 0  O 

5  151 

Am  Natiiml  Rpcmirrpc 

Mill  Ivdlulol  IACoUUI  LC3 

124.4 

16.4 

253 

105 

7  147 

Niacrara  Mohawk  Prtwpr 

123.8 

14.2 

222 

126 

3  150 

123.7 

1  ^ 

i  j.  j 

88 

J  146 

(TIL.  U\JI  II ICII  L"JdgIai 

123.0 

IO.U 

184 

171 

5  119 

Engelhard  Min  &  Chem 

122.6 

-1  8 

149 

228 

1  180 

Ampriran  Intl  f^rnnn 

nlllCI  lv»aN   Mill  UlUUp 

121.7 

23.5 

129 

267 

2  197 

HpwIpH-Pa^  karri 

121.5 

33.8 

169 

193 

I  131 

Parnfina  Pwr  A  1  t 

121.0 

9  ^ 

223 

t  225 

FMC 

120.6 

50  5 

200 

150 

5  128 

Armco 

119.8 

0.0 

246 

1 14 

3  108 

Kerr- Mc  Gee 

119.2 

-11.2 

201 

145 

1  145 

^nuthprn  Parifir 

118.2 

7.9 

252 

106 

j  165 

Bend  ix 

1 18. 1 

1  9  R 

1  7Q 

1  Rl 

i  193 

Abbott  Ldbordtori6s 

117.8 

27.4 

145 

234 

)  209 

Western  Bancorp 

117.7 

34  1 

143 

241 

L  152 

1  ngersol  1  -  Rand 

117.7 

10.1 

184 

168 

'  176 

Hpnpral  Millc 

UCIICIal  ITIMO 

117.0 

16.4 

165 

200 

j  183 

Texas  Instruments 

116.6 

19.7 

225 

123 

I  224 

Miccnnri  Parifir  Pnrn 

ITII99ULI1I  IdLIIIU  Vvl  [/ 

116.2 

44  9 

160 

91  9 

5  138 

Stauffer  Chemical 

116.0 

£ .  u 

180 

177 

5  166 

fipnl  Tirp  SL  Rtihhpr 

UCIII     MIC  OK  nUULTCI 

116.0 

10.8 

172 

187 

r  200 

Central  &  South  West 

115.8 

28  3 

207 

136 

!  139 

Pponlpc:  f^ac 

115.7 

£ .  H 

1  91 

i  185 

Rnicp  Cacr  ar\& 

115.6 

1  8  R 
1  o.o 

200 

149 

tt  92 

Pennzoil 

115.5 

9?  0 

220 

128 

L  130 

I J n  inn  Pamn 

114.7 

-3.3 

160 

209 

t  158 

Fir^t  Phiraon  Pnrn 

114.1 

r  n 

266 

I  179 

Pnn^nl  Natural  P4a^ 

114.1 

184 

170 

i  175 

Ampriran  Pan 

r%l I ICI  iWdl  I  wall 

114.0 

13.0 

206 

140 

t  214 

Raytheon 

113.2 

32.8 

181 

176 

5  250 

Owipnc-P nrnino  Fhralc 

ISTTCl  13  ^Ul  1 II  llg  ruigii 

112.5 

56.8 

163 

205 

f  149 

Jlj  UIUU 

112.5 

a  n 

140 

247 

i  395 

Kaiser  Alum  &  Chem 

112.1 

1  74 

186 

I  221 

Cleveland  Elec  Ilium 

111.7 

36.8 

155 

217 

t  169 

Ohio  Edison 

111.6 

8. 1 

183 

173 

162 

NLT 

111.0 

5.4 

163 

202 

1  187 

Firp^tnnp 

1 10.2 

14.8 

277 

87 

i  251 

Amer  Broadcasting 

109.8 

131 

264 

1  239 

WhiHnool 

h  i iii  luvyi 

109.8 

A3  R 

1 

221 

1  173 

Dart  Industries 

109.2 

1  £Q 

1  181 

Crown  Zellerbach 

109.2 

11.8 

200 

148 

167 

flarnatinn 
woi  ■  ia  uvi  ■ 

109. 1 

A  f> 

1  A** 

I  244 

Dicntal  Fmiinmpnt 

LSigi tai  l_l^ uipnici  il 

108.5 

Al  ft 

1  ^7 
1  o  / 

107 

Inrl  Minpralc  A.  Phpm 

lllll  IVIlllclalb  Cx  wllCHI 

108  2 

on  l 

— c\).  1 

1  7A 
I/O 

1  ftA 
lot 

204 

Dana 

107.8 

on  q 

1  /I  Q 
140 

174 

Pa  mn  hp  li  ^nun 

107.1 

6.0 

150 

225 

203 

^Aiithprn  Pailuuau 

OUUU  ICIII  IxallWdj 

107. 1 

on  n 

1  /is 

195 

Rpdiq  Panpr 

106.8 

17.0 

184 

169 

208 

PanhanHIp  Fa cIp rn 
rallllallUlc  CabletH 

106.4 

20.9 

209 

135 

196 

Eaton 

106.3 

17.0 

161 

207 

213 

Motorola 

1  PlA  ^ 
1UD.  J 

24.4 

180 

180 

220 

Borg-Warner 

104.0 

27.3 

168 

197 

264 

H  F  Ahmanson 

103.6 

51.7 

110 

309 

112 

Norfolk  &  Western  Ry 

103.4 

-21.4 

180 

179 

178 

General  Dynamics 

103.4 

3  8 

198 

153 

t  on  500 

list  in  1976. 

Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

1977 

1976 

Company 

($000,000) 

1976  ($000,000)  1977 

201 

153 

Baltimore  Gas  &  Elec 

103. 1 

-3.5 

179 

182 

202 

337 

Johns-  Manville 

i  no  c 

92.1 

144 

238 

203 

215 

Seaboard  Coast  Line 

i  no  a 

20.5 

172 

190 

204 

159 

Safeway  Stores 

i  no  o 

-3.1 

250 

107 

205 

192 

Chemical  New  York 

102.2 

10.3 

120 

287 

206 

228 

Martin  Marietta 

i  no  i 

30. 1 

172 

188 

207 

194 

Norton  Simon 

i  n  i  o 

10.1 

133 

259 

208 

279 

Signal  Companies 

101.5 

56.7 

146 

231 

209 

238 

Security  Pacific 

100.3 

31.4 

122 

285 

210 

223 

Avco 

99.1 

22.2 

117 

291 

211 

182 

No  States  Power 

98.7 

1.1 

215 

132 

212 

186 

Louisiana  Land 

98. 1 

1.4 

185 

166 

213 

206 

Mead 

98.0 

10.4 

151 

223 

214 

222 

Revlon 

Q7  Q 

y/.o 

20.0 

116 

297 

215 

252 

First  Charter  Finl 

96.8 

35.4 

99 

334 

216 

257 

Safeco 

nc  o 
96.3 

37.5 

107 

315 

217 

258 

Times  Mirror 

yt>.  i 

38.3 

137 

251 

218 

188 

Union  Electric 

95.5 

0.1 

164 

201 

219 

199 

MCA 

95. 1 

5.4 

151 

224 

220 

271 

Gould 

93.6 

41.7 

131 

263 

221 

■ 

1  1 A  1 

UAL 

QO  Q 

387.9 

296 

79 

222 

349 

Northwest  Airlines 

no  ~7 

79.2 

196 

156 

223 

255 

Delta  Air  Lines 

no  a 

31.6 

259 

100 

224 

226 

Polaroid 

no  o 

15.8 

132 

262 

225 

■ 

El  Paso  Company 

92.1 

764.7 

200 

151 

226 

217 

Corning  Glass  Works 

92. 1 

10.0 

143 

239 

227 

327 

Anheuser-Busch 

m  n 

y  i  .y 

65.9 

153 

220 

228 

148 

r  w  wooiwortn 

y  i  .y 

-15. 1 

170 

191 

229 

88 

PPG  Industries 

y  i.  / 

-39.5 

192 

161 

230 

230 

Upjohn 

91.5 

18.0 

124 

280 

231 

155 

Owens-Illinois 

91.3 

-14.5 

192 

160 

232 

268 

Time  Inc 

Qn  p. 

yu.o 

34.9 

125 

277 

233 

163 

Burlington  Inds 

on  n 

sy.y 

-14.3 

201 

146 

234 

249 

SmithKline  Corp 

89.3 

23.9 

105 

322 

235 

210 

Pacific  Pwr  &  Lt 

88.6 

1.9 

140 

248 

236 

241 

Public  Service  Ind 

QO  C 
OO.D 

17.9 

134 

257 

237 

254 

American  Standard 

QQ  A 

oo.4 

24.6 

128 

271 

238 

202 

r^Mi.j.l^lAiJ  r..j. 

Consolidated  roods 

QQ  1 

oo.  1 

-1.6 

130 

265 

239 

229 

So  Natural  Resources 

o/  .y 

12.9 

163 

206 

240 

168 

Inland  Steel 

87.8 

-15.6 

197 

154 

241 

419 

Crum  &  Forster 

oo.  4 

106.4 

92 

350 

242 

283 

UJaIIo  Cmmm 

wells  rargo 

ao.J 

35.9 

96 

339 

243 

240 

Reynolds  Metals 

QC  o 
OD.O 

14.9 

161 

208 

244 

218 

Sterling  Drug 

85.8 

3.7 

106 

319 

245 

177 

Beneficial  Corp 

85.7 

-14.7 

102 

329 

246 

288 

General  Reinsurance 

85.5 

38.2 

86 

362 

247 

198 

National  Distillers 

o  c  n 
OD.U 

-5.9 

1 13 

304 

248 

234 

Potomac  Elec  Power 

OA  Q 

10.4 

142 

242 

249 

300 

Arizona  Public  Serv 

84.0 

38.9 

124 

278 

250 

259 

May  Dept  Stores 

84.0 

20  9 

138 

249 

251 

243 

H  J  Heinz 

O  O  Q 
OO.O 

13.3 

114 

301 

252 

385 

City  Investing 

82.6 

77.0 

124 

279 

253 

232 

Greyhound 

82.5 

7.1 

159 

214 

254 

307 

Florida  Power 

82.4 

39.0 

145 

233 

255 

189 

CIT  Financial 

R9  n 

-13.7 

96 

342 

256 

242 

Walt  Disney 

81.9 

9.8 

125 

274 

257 

324 

American  Airlines 

81.9 

45.3 

201 

144 

258 

236 

Interco 

81.8 

6.6 

102 

327 

259 

207 

Northeast  Utilities 

81.7 

-7.8 

205 

141 

260 

274 

Dayton-Hudson 

80.9 

23.2 

117 

293 

I  5,  MAY  15,  1978 
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Great  volumes  f  r< 


A  new  firm  record— totaling  almost  S20  billion  in 
financings  for  American  corporations,  municipali- 
ties and  public  authorities— was  achieved  last  year 
by  Blyth  Eastman  Dillon  acting  as  manager,  co- 
manager  or  financial  advisor. 

We  maintained  our  leadership  position  in 


municipal  finance,  increasing  our  volume  by 
In  utility  underwritings,  we  managed  or  co- 
managed  35.7%  of  all  utility  industry  financi 
registered  with  the  SEC  in  1977.  In  the  priv; 
placement  area,  our  volume  was  up  172%.  A 
increased  our  participation  in  the  internatioi 


ARLINGTON  •  ATLANTA  •  BALTIMORE  •  BOSTON  •  BRIDGEPORT  •  CENTURY  CITY  •  CHICAGO  •  CLEVELAND  •  COLORADO  SPRIM 
LOS  ANGELES  •  NEWARK  •  NEW  YORK  •  PHILADELPHIA  •  PORTLAND  •  SALEM  •  SAN  DIEGO  •  SEDONA  •  SAN  FRANCISCO  •  SAN  JUAB 


;inia  Commonwealth  University 
$64,400,000 

State  of  Hawaii    $1 50,000,000 


\ 

] 


ty  th  Eastman  Dillon. 


predecessor  firms  have  been  instrumental  in 
financing  the  growth  of  thousands  of  American 
corporations,  cities  and  states. 
The  tradition  continues. 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 


ASTON  •  ESCOND1DO  •  FOKT  LAUDERDALE  •  HARTFORD  •  HILO  •  HONOLULU  •  HOUSTON  •  KANSAS  CITY  •  LAS  VEGAS  •  LONG  BEACH 
RBARA  •  SCOTTSDALE  •  SEATTLE  •  TULSA  •  VANCOUVER  •  VENTURA  COUNTY  •  WASHINGTON.  D.C.  •  GENEVA  •  LONDON  •  PARIS 


mjieting  of  Eurobonds  for  American  companies 
Playing  a  key  role  in  distributing  these 

tip  was  our  network  of  42  domestic  and  inter - 

at  nal  offices  staffed  by  over  1,000  registered 

iiv  tment  professionals. 

Since  1864,  Blyth  Eastman  Dillon  and  its 

R  AS 


The  Forbes  Profits  500 


Net 

%  Change 

Cash 

Rank 

Profits 

Over 

Flow 

D-.r-.L- 

1977 

1976 

Company 

($000,000) 

1976  ($000,000) 

1977 

261 

383 

Santa  Fe  Intl 

80.7 

72.4 

137 

252 

Pittston 

80.2 

-45.2 

129 

268 

263 

231 

Gillette 

79.7 

o  o 

1  0"7 

272 

264 

253 

Jim  yvduer 

7<5  A 

1 1  .y 

1  1  fi 
1  ID 

265 

298 

IC  Industries 

78.5 

29. 1 

154 

218 

266 

248 

Olin  Corp 

78.1 

7.7 

141 

243 

267 

260 

Ethyl 

78.0 

1  O  O 

i^.y 

270 

268 

233 

Nabisco 

78.0 

1  0 

1  .0 

1  IT 
1  1J 

303 

269 

280 

Amer  Hospital  Supply 

77  Q 

/  /  .y 

lUD 

393 

270 

302 

Singer 

77.8 

on  o 

^y  I 

loo 

260 

271 

266 

Jefferson-Pilot 

77.8 

14.5 

79 

381 

979 

172 

Chessie  System 

77.6 

oa  n 

1  D4 

219 

273 

247 

Burlington  Northern 

76.9 

C  O 

169 

195 

274 

276 

Continental  Tel 

7fi  3 

1  C  Q 

Ib.o 

on  i 
zUl 

1  A  7 
1*4-/ 

275 

275 

Northwest  Bancorp 

76.2 

ICC 

Ib.b 

DO 

Bo 

359 

276 

329 

Cincinnati  G  &  E 

76.1 

39.9 

120 

286 

277 

346 

AMP 

75.9 

45.9 

1U1 

330 

278 

278 

Fluor 

75.5 

ICQ 

Ib.o 

300 

279 

353 

7^  R 
/  O.D 

4y.u 

o4 

ODO 

280 

301 

Baxter  Travenol 

75.1 

OA  A 

i  no 

328 

281 

297 

Timken 

74.4 

22.3 

117 

292 

9R9 

289 

Allied  Stores 

74.2 

in  n 

i  n/i 
1U4 

324 

283 

306 

ENSERCH 

74.1 

O  A  u 

i  a  n 
14U 

245 

284 

342 

Utd  Energy  Resources 

74  n 

/in  1 
4U.  1 

117 
11/ 

9Q4 
/iyi+ 

285 

361 

Gt  Western  Financial 

73.8 

50.0 

/y 

384 

286 

304 

Illinois  Power 

73.7 

23.2 

123 

282 

287 

295 

Melville 

73.4 

no 

y^ 

351 

288 

227 

Allegheny  Power 

73.3 

141 

244 

289 

312 

V^Odbldl  oldlcb  udb 

73  9 

1  CO 

iby 

1  Q4 

290 

389 

Republic  of  Texas 

72.9 

C7  7 

7Q 

/o 

387 

291 

315 

Natomas 

72.5 

27.0 

159 

213 

292 

285 

First  Bank  System 

71.8 

n  i 

Lo.  1 

QO 

372 

293 

293 

Warner  Commun 

70.8 

1  D.b 

Q7 

337 

294 

319 

Rlno  Roil 
DlUe  Dell 

7D  7 

OA  O 

^4.y 

O  1 

ol 

37R 

295 

286 

Winn-Dixie  Stores 

70.4 

11./ 

110 

i  iy 

288 

296 

282 

Mellon  National  Corp 

70.0 

9.3 

77 

392 

297 

261 

Celanese 

70.0 

1  A 

coU 

98 

298 

296 

Pacific  Lighting 

69.8 

1  A  £ 

14. b 

l^O 

281 

299 

291 

Colt  Industries 

CSX  R 

1  O  7 

1^.  / 

1  C\~1 

1U/ 

3 1  R 

300 

376 

Gannett 

69.4 

^  A  C 

44.  b 

yu 

355 

301 

357 

Studebaker-Worthngtn 

69.2 

38.0 

94 

346 

302 

281 

Tandy 

69.0 

7  A 
1  A 

on 
OU 

380 

303 

90 

AMAX 

69.0 

ca  n 
— D4.U 

1  CQ 

I  bo 

203 

304 

318 

Combined  Insurance 

fiR  7 
Do.  / 

91  1 

7  i 
/  1 

4DR 

305 

267 

Standard  Brands 

68.6 

1.4 

97 

338 

306 

299 

Capital  Holding  Corp 

68.2 

12.6 

71 

410 

ou  / 

303 

Wisconsin  Elec  Power 

68.2 

io.4 

1  1  o 

110 

289 

308 

263 

St  Joe  Minerals 

67.8 

-1.5 

123 

283 

309 

284 

Mir  rroos  &  onems 

6.7 

143 

£4U 

310 

237 

Adolph  Coors 

67.7 

-11.5 

106 

321 

311 

341 

Quaker  Oats 

67.6 

27.3 

103 

326 

c.  /  u 

Duquesne  Light 

67.5 

1.6 

113 

305 

313 

331 

Combustion  Engnrng 

67.2 

24.0 

107 

317 

314 

262 

No  Indiana  Pub  Svc 

C7  o 

-2.6 

111 

OU  / 

315 

354 

Chubb 

67.1 

32.8 

71 

411 

316 

311 

Cummins  Engine 

67.0 

14.3 

100 

332 

317 

310 

Allis-Chalmers 

67.0 

14.1 

96 

341 

318 

219 

Esmark 

67.0 

-18.9 

146 

232 

319 

374 

Texas  Oil  &  Gas 

66.7 

38.3 

110 

308 

320 

309 

N  L  Industries 

66.4 

12.9 

114 

299 

■  Not  on  500  list  in  1976. 

Net 

%  Change 

Cash 

Rank 

riOTIlS 

Over 

Flow 

Ran 

1977 

1976 

Company 

($000,000) 

1976  ($000,000)  197 

321 

269- 

Koppers 

66.2 

-1.0 

107 

316 

377 

SI  1 

Crane 

66.2 

38.0 

113 

306 

323 

466 

Northrop 

66.2 

82.5 

89 

357 

324 

444 

nousxon  uii  fit  win 

CC  Q 

71.7 

1 13 

302 

325 

326 

First  Intl  Bshs 

65.8 

17.5 

72 

404 

326 

322 

Gulf  States  Utils 

65.7 

16.4 

126 

273 

397 

9Q4 

C.  .7*+ 

Williams  Companies 

65.3 

6.7 

125 

275 

328 

460 

Trans  World  Airlines 

64.8 

75.9 

204 

142 

329 

339 

1  K 1  IFF 

21.5 

69 

425 

330 

360 

Transco  Companies 

64.2 

29.7 

160 

211 

331 

343 

NICOR 

63.0 

19.5 

108 

313 

ODD 

Superior  Oil 

62.5 

24. 1 

109 

312 

333 

335 

Central  Tel  &  Utils 

62.5 

16.3 

136 

255 

334 

381 

control  uaia 

O  A 

31.4 

182 

174 

335 

245 

Scott  Paper 

62.1 

-15.1 

150 

226 

336 

316 

Westvaco 

61.9 

9.1 

106 

320 

^7 
OO  / 

370. 
O  /  3 

Potlatch 

61.8 

29.5 

89 

356 

338 

277 

Archer  Danls  Midland 

61.4 

-5.7 

79 

339 

391 

Lucky  Stores 

fil  3 
D1.J 

32.9 

93 

340 

320 

Bankers  Trust  NY 

61.3 

8.4 

73 

399 

341 

314 

North  Amer  Philips 

61.2 

6.7 

92 

O.AA 
04*4- 

Knight-Ridder  News 

61.2 

16.9 

79 

382 

343 

371 

Fruehauf 

61.0 

26.2 

122 

284 

344 

370 

Kroger 

DU.D 

25.5 

118 

290 

345 

366 

Baker  International 

60.4 

23.7 

86 

361 

346 

265 

Clark  Equipment 

60.3 

-11.5 

96 

340 

1A7 
04/ 

ODD 

San  Diego  Gas  &  Elec 

60.2 

19.4 

94 

345 

348 

212 

National  Steel 

60.1 

-29.9 

197 

155 

349 

■ 

D  r  uOOarlCM 

fin  i 

280.6 

128 

269 

350 

332 

Chesebrough-Pond's 

60.1 

11.0 

71 

409 

351 

434 

Louisiana-Pacific 

60.1 

48.6 

134 

258 

QCO 

o  lo 

Gt  Northern  Nekoosa 

60.0 

3.0 

107 

314 

353 

348 

N  Y  State  Elec  &  Gas 

59.9 

15.5 

98 

336 

354 

325 

IVIftrvU 

6.7 

95 

343 

355 

363 

Colonial  Penn  Group 

59.8 

22.0 

62 

451 

356 

461 

United  States  Gypsum 

59.8 

62.3 

93 

3481 

OCT 

Jo/ 

oyo 

Emhart 

59.4 

35.2 

81 

3761 

358 

392 

Provident  Life  &  Acc 

59.3 

28.8 

62 

452 

359 

412 

IU  International 

CO  O 

39.6 

165 

199 

360 

308 

Li  bbey-Owe  n  s- Ford 

58.9 

0.1 

91 

353 

361 

397 

Square  D 

58.9 

33.1 

68 

428 

0.00 
OZO 

Chicago  Bridge  &  Iron 

58.3 

5.2 

72 

402 

363 

352 

Lubrizol 

58.1 

14.0 

72 

401 

364 

154 

Hercules 

fi7  Q 

Of  .y 

45.8 

152 

lie 

365 

425 

Pillsbury 

57.9 

39.1 

98 

335 

366 

351 

Natl  Detroit  Corp 

57.8 

13.0 

67 

437 

367 

336 

So  New  England  Tel 

57.7 

8.0 

140 

246 

368 

321 

McGraw-Edison 

57.3 

1.4 

75 

396 

369 

369 

Richardson-Merrell 

C7  0 

18.2 

72 

405 

370 

481 

Carrier 

57.1 

64.5 

85 

364 

371 

368 

Walter  Kidde 

if  ~ 

17.0 

78 

386 

O  /  c. 

Utah  Power  &  Light 

56.4 

-8.7 

82 

3731 

373 

429 

Imperial  Corp  of  Am 

56.2 

38.0 

59 

461 

374 

304 

To  vac  fiac  Trancmn 

1  CAdb  VJC3    1  (dllb'IM  1 

56  1 

-6.1 

109 

311 

375 

386 

Marsh  &  McLennan 

56.1 

20.3 

52 

454i 

376 

■ 

Litton  Industries 

55.9 

373.1 

138 

250 

377 

415 

Oklahoma  Gas  &  Elec 

55.8 

31.8 

84 

367 

378 

378 

Dun  &  Bradstreet  Cos 

55.6 

16.4 

68 

426 

379 

333 

Airco 

55.5 

2.8 

95 

344 

380 

441 

Lockheed 

55.4 

43.2 

147 

230 

218 
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The  Forbes  Profits  500 


Net 

%  Change 

Cash 

Net 

%  Change 

Cash 

Rank 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Ranlj 

1977 

1976 

Company 

($000,000) 

1976  ($000,000)  1977 

1977 

1976 

Company 

($000,000] 

1976  ($000,000)  1975 

381 

362 

new  ciigidiiu  cicv-uil. 

55.4 

12.6 

110 

310 

441 

486. 

Woctorn  1  In  inn 

45  0 

32.5 

175 

185] 

382 

413 

Parmorc  flrnun 

55.2 

30.1 

58 

464 

442 

■ 

Pan  Am  WnrlH  Airujauc 
rail  Hill  ffUIIU  MllWdyo 

45.0 

D-P 

198 

383 

399 

C/\  ParnlinA  f  fL  f« 

Ov  waiUllito  b  n  VI 

54.7 

24.7 

85 

366 

443 

467 

Pp  v  nnrri 
I»CAI  IUI VJ 

44. 1 

21.7 

61 

457 

384 

■ 

iarif~  p  f^rAtm 
ncMdllLC  UIUU|J 

54.6 

171.3 

99 

333 

444 

■ 

Tpktrnn  i  v 

44.0 

46. 1 

57 

466 

385 

■ 

American  Natl  Finl 

54.5 

72.8 

58 

462 

445 

156 

Merrill  Lynch  &  Co 

43.9 

-58.8 

64 

445 

386 

330 

rVkhimhiic  &  Ohio 

\#VIUIIIUUo  Ot  JU  vlllU 

54.3 

0. 1 

85 

365 

446 

496 

Aim  ^tanHarH 
MI(*U  OldllUdlU 

43.9 

32.8 

53 

482 

387 

463 

f^prfr  ai  n-fpp/4 
vclldlll  mu 

54.2 

47.9 

81 

378 

447 

438 

Mtiahpc  Tnnl 
nugllco  l  lAll 

43.3 

9. 1 

63 

448 

388 

■ 

Ohin  Pacnaltv 

53.9 

129.6 

56 

468 

448 

471 

Vdpildl   V^IUCO  WUIIIIII 

43.2 

21.4 

54 

473 

389 

388 

Prnrkor  Marl  Crtrn 
vlUvHci  nail  \*\Ji  \J 

53.8 

16.4 

63 

447 

449 

■ 

Pnhm  ft,  Maac 
r\Ulllll  Ot  nddb 

43.2 

D-P 

116 

296 

390 

350 

White  Consolidated 

53.8 

4.4 

76 

394 

450 

451 

Harsco 

43.2 

13.7 

70 

417 

391 

390 

frown  Cnrk  fL  **pa| 

53.8 

16.5 

86 

363 

451 

■ 

II  ^  Inrlnctripc. 

\J  O  IIIUUollICo 

42.9 

53.0 

69 

424 

392 

420 

l.-W[WI    IIIUUOll  IC3 

53.8 

28.6 

67 

435 

452 

470 

42.8 

19.5 

64 

442 

393 

■ 

Kpmnpr  Cnrn 

53.6 

73.1 

56 

467 

453 

476 

iidiiuiidi  viiy  vuip 

42.8 

22.0 

46 

495 

394 

417 

Rplianrp  Flpftrir 

53.5 

26.8 

70 

415 

454 

447 

AMF 

42.7 

11.9 

81 

377 

395 

408 

R  H  Macy 

52.8 

22.9 

83 

369 

455 

430 

Eltra 

42.5 

4.5 

61 

455 

396 

440 

nui  iudy  1  mi  i  o 

52.7 

34.1 

116 

298 

456 

■ 

Firct  fifru  Ranrnrn 
rliol  l*llj  DdllLUip 

42.3 

32.4 

51 

486 

397 

446 

r'nnonl  Ftp  i  oh  twavc 

52.5 

37.5 

81 

374 

457 

452 

(•aniiinii  Parte 
UcTltllllC  ratio 

42.2 

11.9 

47 

492 

398 

427 

Riirvmc-Frip 

D Utjl  U3   CI  IC 

52.4 

27.1 

64 

443 

458 

■ 

Rplrn  PptrAiPiim 

42.2 

34.4 

68 

430 

399 

375 

Litwtv  Natl  life 

L.IUCI  iJF  I  loll  LMC 

51.8 

7.7 

54 

472 

459 

432 

Acc/viatpH  i^ru  fifwic 

42.1 

3.7 

70 

414 

400 

414 

Black  &  Decker 

51.7 

21.8 

80 

379 

460 

■ 

Norris  Industries 

42.1 

40.2 

55 

471 

401 

433 

McGraw-Hill 

51 .4 

27.0 

61 

456 

461 

479 

ppnn  wait 
rci  ii  i  wo  1 1 

41.7 

19.5 

70 

422 

402 

323 

PiiHIi/*  ^arvirp  Pnln 

51.1 

-9.3 

101 

331 

462 

493 

V^UIIC  IVIIIIo 

41.6 

25.2 

58 

463 

403 

338 

50.9 

-4.3 

72 

403 

463 

246 

Hpiihlpin 
ncuuici  1 1 

41.6 

-43.1 

65 

404 

396 

SEDCO 

50.9 

14.7 

90 

354 

464 

477 

Ppfrip  ^tnrpc 

41.5 

18.5 

44 

4981 

405 

■ 

Twentieth  Century-Fox 

50.8 

374.5 

62 

453 

465 

■ 

Norton 

41.3 

50.6 

66 

438| 

406 

436 

1  CAuj  Vul  1 II 1 ICI  l»C  U9II3 

50.3 

25.6 

57 

465 

466 

407 

nci  oi  icy  rmAJo 

41.3 

-4.3 

49 

487 

407 

387 

Franklin  1  ifn  Inc 
i  tfliiiuiii  i^iic  ilia 

50.2 

8.2 

51 

485 

467 

■ 

Moca  Pptrnlpnm 

41.3 

34.4 

75 

3951 

408 

401 

Nalco  Chemical 

50.1 

15.0 

66 

439 

468 

465 

Seat  irst 

41.3 

13.5 

48 

490 

409 

418 

v_-a 1  ici  nanicy  ndic 

50. 1 

19.3 

77 

390 

469 

272 

Rpnnhlir  ^IppI 

41.0 

-37.7 

150 

227 1 

410 

372 

Ogden 

50.0 

3.7 

89 

358 

470 

■ 

Evans  Products 

40.9 

53.2 

55 

470 

411 

405 

Tran  c  1  Ininn 

1  falls  UIHUii 

49.7 

14.9 

103 

325 

471 

■ 

Rvrtpr  ^vctpm 
rtyuci  ojoici 1 1 

40.7 

51.7 

132 

261 

412 

382 

Macro 

49.7 

5.6 

64 

446 

472 

345 

Armstrong  Cork 

40.4 

-22.7 

78 

388 1 

413 

394 

Chamnion  Snark  PI  up 

49.6 

9.5 

63 

449 

473 

403 

navtnn  Pnwpr  SL  1  itrht 

40.2 

-7.4 

67 

4361 

414 

464 

Rio  Thrpp  DnHiictripc 

49.2 

34.5 

71 

412 

474 

473 

Avnet 

40.2 

13.5 

46 

496 

415 

421 

R  R  Donnelley  &  Sons 

49.2 

17.9 

77 

391 

475 

■ 

Hilton  Hotels 

40.1 

27.9 

60 

459 

416 

439 

TnlpHn  Friicnn 

48.7 

23.3 

68 

429 

476 

■ 

Harris  Corp 

40.1 

49.3 

59 

460 

417 

456 

^/ii ithw octorn  PuK  *\vr 

48.3 

28.9 

68 

431 

477 

■ 

Cabot 

39.9 

35.8 

69 

423 

418 

380 

Iaw  M  an  i  if  a**t<  if  trier 

JUj  IVIdl  IUldL,l<JI  II  Ig 

48.2 

1.3 

61 

458 

478 

459 

Unlran  Matprialc 
vuiuai  1  iTid'.ci  laio 

39.6 

6.4 

71 

413 

419 

423 

WillAmpttp  tnric 
*¥ mail iciic  1 1 iua 

48.1 

15.4 

73 

400 

479 

462 

^mith  Infprnatinnal 

Ollllvll  111  LCI  1  Id  LIUI 1  3 1 

39.4 

7.0 

54 

479| 

420 

472 

Indianapolis  P  &  L 

48.1 

35.6 

71 

407 

480 

475 

Delmarva  Power  &  Lt 

39.3 

12.0 

67 

434 

421 

■ 

fipn^r^l  Clonal 
uciiciai  oigiidi 

47.9 

53.0 

63 

450 

481 

478 

Tp<riimQPh  Prnrinrtc 

39.2 

11.9 

49 

489 

422 

406 

Ark  1  miiciana  f»ac 

r\i  r\  L.UUIoEdlld  "Jai 

47.6 

10.1 

76 

393 

482 

458 

ARA  ^prvirpc 

39.1 

4.4 

78 

389 

423 

435 

*Nm  ithlanH  nrn 

OUULIIIdllU  LUIfl 

47.6 

18.2 

91 

352 

483 

■ 

ftrtuu  lnnp<; 

39.0 

28.7 

49 

488 

424 

364 

Mnrnhv  Oil 
iwiuiuiijt  vii 

47.1 

-3.6 

125 

276 

484 

393 

Ampriran  Pptrnfina 

39.0 

-14.5 

74 

397' 

425 

358 

Diamond  Intl 

46.9 

-6.1 

83 

370 

485 

482 

Anderson-Clayton 

38.8 

12.0 

46 

494: 

426 

424 

flpupTn  ict  Cnm 

46.7 

12.1 

53 

481 

486 

■ 

Oklahnma  N^hiral  Gac 

38.4 

28.3 

54 

4/41 

427 

409 

nudUndy  c_alsi  coo 

46.6 

8.7 

79 

383 

487 

448 

Pinnppr  C nrr> 
r  iui  icct  wi  |J 

38.2 

0.5 

70 

420 1 

428 

431 

Rprtnn  Dirkincnn 

46.5 

14.4 

65 

441 

488 

480 

UV  Industries 

\J  W    11 IU  U  .3 1 1  ICO 

38.2 

9.4 

54 

477 

429 

287 

Tpvacoiilf 

46.3 

-26.4 

82 

371 

489 

■ 

r  1 11 ICJ  DUWC  o 

37.9 

81.9 

72 

406! 

430 

402 

First  Natl  Boston 

46.2 

6.4 

53 

480 

490 

■ 

Govt  Employees  Ins 

37.9 

D-P 

41 

500 

431 

■ 

lack  Ff*WorH 

46.0 

47.3 

54 

475 

491 

■ 

^nttthlanrl  Rovalrv 

37.8 

39.7 

70 

416 

432 

■ 

Budd 

45.9 

68.8 

73 

398 

492 

■ 

fnrnmallnu  Ampriran 
\d>iiiui i idnuy  Miiiciii.aii 

37.7 

34.1 

68 

433 

433 

426 

run  nuwaiu  rdpci 

45.8 

10.9 

52 

484 

493 

487 

Vpllnu/  Frpiaht  ^uttpm 
itriiuw  ricigiii  oyoicin 

37.6 

10.9 

68 

432 

434 

■ 

Mf^lf*  Inuoctmonf 
IV1 VJ 1 IIIVCbllDCIH 

80.0 

47 

493 

494 

437 

Rnctnn  FHio.nn 

37.6 

-5.5 

87 

360 

435 

455 

Intl  Flavors  &  Frag 

45.7 

21.5 

54 

478 

495 

■ 

Dover  Corp 

37.6 

20.3 

44 

497 

436 

410 

Charter  New  York 

45.5 

6.3 

52 

483 

496 

■ 

U  S  Bancorp 

37.4 

26.7 

42 

499  1 

437 

334 

Hanna  Mining 

45.5 

-15.4 

56 

469 

497 

■ 

SCM 

37.4 

23.1 

68 

427 

438 

443 

Overseas  Shipholding 

45.2 

17.6 

70 

421 

498 

■ 

DEKALB  AgResearch 

37.2 

14.2 

54 

476 

439 

■ 

Gulf  United 

45.1 

116.0 

48 

491 

499 

■ 

Central  III  Pub  Svc 

37.1 

21.3 

64 

440 

449 

Castle  &  Cooke 

45.1 

18.8 

70 

419 

500 

422 

Brunswick 

37.1 

-11.1 

70 

4181 

Not  on  500  list  in  1976.     D-P  Deficit  to  profit. 
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FORBES,  MAY  15, 


he  Forbes 
ssets  500 

A.S.  companies  expanded  their 
>sets  last  year  partly  because  they 
hd  to,  partly  because  they  could. 


%  Change 

Rank 

Assets 

Over 

1977 

1976 

Company  ($000,000) 

1976 

1 

1 

American  Tel  &  Tel 

-70,-7/  £ 

8.4 

2 

2 

BankAmerica  Corp 

81,989 

10.9 

3 

3 

Citicorp 

77,112 

20.0 

4 

4 

Chase  Manhattan 

53,180 

16.5 

5 

5 

Exxon 

38,453 

5.8 

6 

7 

Mfrs  Hanover  Corp 

35,788 

13.7 

7 

6 

Fedl  Natl  Mortgage 

33,980 

4.9 

8 

8 

J  P  Morgan  &  Co 

31,664 

10.1 

9 

9 

Chemical  New  York 

30,706 

15.4 

10 

10 

General  Motors 

26,512 

8.9 

11 

12 

Continental  Illinois 

25,800 

17.4 

12 

11 

Bankers  Trust  NY 

23,474 

5.5 

13 

15 

Sears,  Roebuck 

23,086 

22.4 

14 

13 

First  Chicago  Corp 

22,614 

14.0 

15 

14 

Western  Bancorp 

22,488 

14.3 

16 

18 

Aetna  Life  &  Cas 

20,806 

14.4 

17 

16 

Mobil 

20,576 

9.6 

18 

20 

Intl  Tel  &  Tel 

19,896 

13.4 

19 

22 

Ford  Motor 

19,224 

22.1 

20 

19 

IBM 

18,978 

7.1 

21 

17 

Texaco 

18,926 

4.0 

22 

21 

Security  Pacific 

18,736 

14.2 

23 

27 

Wells  Fargo 

15,359 

18.4 

24 

26 

Travelers 

15,090 

12.9 

25 

23 

Standard  Oil  Calif 

14,816 

7.6 

26 

24 

General  Tel  &  Elec 

14,687 

8.0 

27 

25 

Gulf  Oil 

14,225 

5.8 

28 

28 

General  Electric 

13,697 

13.7 

29 

29 

Standard  Oil  Ind 

12,884 

14.9 

30 

34 

Charter  New  York 

12,586 

23.3 

31 

31 

Crocker  Natl  Corp 

12,450 

16.2 

32 

33 

American  Express 

12,346 

19.2 

As  usual,  the  top  of  the  assets  list  last  year  was  crowded  with 
banks.  In  the  top  15  companies  on  the  list,  there  were  no  fewer 
than  ten  banks  plus  one  government-created  semibank,  the 
Federal  National  Mortgage  Association  (Fannie  Mae).  The  only 
non banking  companies  that  made  the  top- 15  list  were  incredi- 
ble American  Telephone  &  Telegraph;  the  biggest  oil  com- 
pany, Exxon;  the  biggest  manufacturing  company,  General 
Motors;  and  the  biggest  retailer,  Sears,  Roebuck. 

But  there  is  a  not-so-subtle  difference  in  the  attitude  of 
banks  toward  assets  and  the  attitude  that  other  companies  take. 
Banks  collect  as  much  assets  as  possible  because  assets  auto- 
matically control  how  much  and  what  kind  of  business  they  can 
do.  By  contrast,  the  object  of  a  manufacturing  company  is  to 
use  as  little  as  possible  in  the  way  of  assets  per  dollar  of  profit, 
by  the  most  efficient  possible  use  of  machinery,  the  most  rapid 
turnover  of  inventory  and  the  like.  To  paraphrase  the  poet,  for 
the  manufacturer  assets  are  but  a  part  of  life;  but  they  are  the 
banker's  whole  existence. 

For  a  nonbank  company,  then,  a  growth  in  assets  must  be 
judged  alongside  the  increase  of  the  company's  sales  and 
earnings.  Sears'  22.4%  growth  in  assets  last  year,  the  highest 
among  the  top  25  companies,  would  be  downright  unhealthy  if 
it  meant  the  company  were  having  to  pile  on  inventory  merely 
in  order  to  maintain  sales  and  profits,  or  even  to  lift  them  at  a 
slower  rate.  As  it  happens,  Sears'  sales  and  earnings  were 
moving  up  in  a  healthy  relation  to  assets.  The  same  was  true  at 
Ford,  whose  22.1%  asset  growth  last  year  was  accompanied  by 
31.2%  and  70.2%  growth  in  sales  and  earnings,  respectively. 

Because  assets  are  cumulative,  the  assets  list  is  more  stable 
than  the  sales  list  and  especially  the  profits  list,  which  is 
created  anew  each  year.  Thus  companies  near  the  top  of  the  list 
seldom  move  more  than  a  few  numbers  in  asset  ranking  from 
year  to  year.  The  greatest  gain  among  the  top  50  companies  last 
year  was  by  Philadelphia  insurance  conglomerate  INA,  which 
rose  from  .50th  place  in  1976  to  41st  place  in  1977  on  the 
strength  of  an  acquisition.  Farther  down  the  list,  however,  the 
movement  can  be  greater.  Thus  Safeway  Stores  moved  from 
304th  place  to  202nd  and  Bache  Group  from  498th  to  340th 
within  a  single  year,  Bache  because  of  a  major  merger,  Safeway 
because  of  a  change  in  accounting  policies.  ■ 
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low  close  can  you  come 

to  eternity? 


Perhaps  when  you  look  into  the  heart  of  a  diamond,  you  can 
gin  to  understand. 

Although  this  photograph  captures  one  beautiful  moment  of  this 
mond,  no  photograph  can  capture,  in  split  second  time,  the  true  nature 
his  elusive,  spontaneous  beauty  Because  every  color  is  there.  Every- 
ere.  Never  seeming  to  be  in  the  same  place  twice.  Jumping  from  a 
sh  of  red,  to  a  glint  of  green,  a  glimmer  of  orange  and  yellow,  then  into 
ash  of  blue.  Over  and  over  again.  With  an  intensity  and  a  "fire"  that 
er  dies. 

An  infinity  of  prisms  and  mirrors  with  no  beginning  and  no  end. 
eated  over  a  million  years  ago,  to  be  alive  a  million  years  from  now. 

Like  this  2.45  carat  diamond.  Very  large,  and  very  rare.  Valued  at 
proximately  $18,000*  With  no  equal,  because  no  two  diamonds 
i  ever  created  the  same.  It  reaches  out  as  only  a  diamond  can, 
sming  to  hold  back  the  sands  of  time. 


A  diamond  is  forever. 

*This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
iuch  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines,  Ltd. 
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%  Change 


Rank 

Assets 

Over 

1977 

1976      Company  ($000,000) 

1976 

33 

30 

Marine  Midland 

12,137 

13.2 

34 

32 

Connecticut  General 

11,985 

12.8 

35 

37 

Atlantic  Richfield 

11,119 

25.6 

36 

38 

First  Natl  Boston 

10,302 

21.2 

37 

35 

Mellon  National  Corp 

9,921 

6.1 

38 

36 

United  States  Steel 

9,914 

8.1 

39 

39 

Northwest  Bancorp 

9,528 

14.0 

40 

41 

H  F  Ahmanson 

9,488 

20.0 

41 

50 

INA 

9,232 

28.9 

42 

42 

First  Bank  System 

9,222 

17.6 

43 

40 

Southern  Company 

a  r\A  a 
y,U44 

12.0 

44 

43 

Shell  Oil 

8,877 

13.3 

45 

47 

First  Penna  Corp 

8,702 

20.6 

46 

45 

CIT  Financial 

8,549 

14.2 

A  T 

4/ 

A  A 

44 

Natl  Detroit  Corp 

Q  A  A  n 

11.8 

48 

49 

First  Intl  Bshs 

8,307 

15.9 

49 

48 

Tenneco 

8,278 

15.3 

50 

56 

Merrill  Lynch  &  Co 

8,095 

22.3 

51 

a  c 

Pacific  Gas  &  Elec 

7  oao 

/,yyts 

7.8 

52 

60 

Standard  Oil  Ohio 

7,778 

24.2 

53 

54 

Dow  Chemical 

7,675 

12.1 

54 

62 

First  Charter  Finl 

7,669 

23.5 

55 

Chrysler 

7  CCO 

1  ,bbo 

8.4 

56 

59 

Gt  Western  Financial 

7,625 

21.0 

57 

58 

Republic  of  Texas 

7,526 

15.4 

DO 

53 

American  Elec  Power 

7,450 

8.3 

59 

L  1  du  ront 

7  A  O  1 

5.9 

60 

55 

Union  Carbide 

7,423 

12.1 

61 

61 

Loews 

6,983 

12.2 

62 

64 

Commonwlth  Edison 

6,830 

15.6 

63 

C7 

0/ 

Consolidated  Edison 

C  7  C  A 

b,  /oy 

2.6 

64 

73 

Texas  Comm  Bshs 

6,643 

27.8 

65 

63 

Continental  Oil 

6,625 

9.7 

66 

72 

Bank  of  New  York 

6,450 

24.0 

67 

c  c 
bo 

Continental  Corp 

C   A  1  1 

b,41 1 

13.0 

68 

70 

First  City  Bancorp 

6,274 

19.4 

CO 

©y 

69 

Seafirst 

6,098 

14.8 

*»A 

70 

67 

Lincoln  Natl  Corp 

6,038 

12.9 

71 

66 

Eastman  Kodak 

5,896 

6.9 

72 

75 

Phillips  Petroleum 

5,837 

15.2 

73 

71 

Transamerica 

5,805 

11.4 

74 

74 

Control  Data 

5,705 

11.3 

75 

76 

So  Calif  Edison 

5,646 

14.1 

76 

78 

Harris  Bankcorp 

5,558 

13.3 

77 

68 

Westinghouse  Elec 

5,528 

3.9 

78 

81 

Amer  Genl  Insurance 

5,190 

10  7 

79 

79 

Sun  Company 

5,181 

7.1 

80 

89 

Imperial  Corp  of  Am 

5,165 

20.9 

81 

80 

Pub  Svc  Elec  &  Gas 

5,125 

7.9 

82 

82 

Xerox 

4,906 

6.4 

83 

77 

Bethlehem  Steel 

4,899 

-0.8 

84 

86 

Philadelphia  Natl 

4,898 

13.4 

Rank 
1977  1976 


Company 


%  Change 
Assets  Over 
($000,000)  1976 


%C 


85 

87 

Va  Electric  &  Power 

4 

802 

11.3 

86 

94 

Middle  South  Utils 

4 

737 

14.5 

87 

yu 

Union  Oil  California 

4 

725 

1  1  o 

1  l.o 

88 

93 

City  Investing 

4 

721 

12.0 

89 

97 

Household  Finance 

4 

698 

16.3 

90 

91 

Union  Bancorp 

4 

681 

10.8 

91 

QC 

OD 

Goodyear 

A 

4 

b/o 

7  A 

/.y 

92 

83 

NCNB 

4 

647 

4.8 

93 

96 

Duke  Power 

4 

611 

13.6 

94 

105 

Texas  Utilities 

4 

564 

17.7 

AO 

y^ 

rniia  electric 

A 

4 

O4o 

7  Q 

/  .0 

96 

84 

CleveTrust  Corp 

4 

521 

4.0 

97 

95 

Procter  &  Gamble 

4 

487 

9.4 

98 

110 

Consumers  Power 

4 

385 

15.0 

yy 

111 
111 

Michigan  National 

A 
4 

'■ifiA 
0O4 

1  Q  A 
iO.4 

100 

109 

Northern  Trust 

4 

381 

14.3 

101 

98 

First  Wisconsin  Corp 

4 

356 

7.9 

102 

108 

RCA 

4 

349 

13.4 

lUo 

QQ 

yy 

Monsanto 

A 

1AQ 

Q  Q 

y .  y 

104 

104 

Caterpillar  Tractor 

4 

346 

11.6 

105 

88 

R  J  Reynolds  Inds 

4 

334 

1.3 

106 

100 

General  Public  Utils 

4 

305 

8.9 

10/ 

1  A  1 

Walter  t  neiier  intl 

A 
4 

07Q 

Q  Q 

8.8 

108 

128 

DETROITBANK  Corp 

4 

242 

25.5 

109 

138 

First  Boston 

4 

224 

34.2 

110 

115 

Getty  Oil 

4 

173 

15.0 

ill 

uuit  &  western  was 

A 

4 

1  CO 

ioy 

1Q  C 

iy.o 

112 

102 

Occidental  Petroleum 

4 

i34 

5.9 

113 

107 

Detroit  Edison 

4 

133 

7.1 

114 

118 

Avco 

4 

126 

14.9 

11C 

113 

no 
L  Id 

Union  Pacific 

A 

4 

lib 

11/1 

11.4 

116 

125 

J  C  Penney 

4 

106 

17.9 

117 

106 

Florida  Power  &  Lt 

4 

071 

5.3 

118 

119 

Philip  Morris 

4 

048 

13.0 

i  iy 

Weyerhaeuser 

A 
4 

Q  7 

y.  / 

120 

103 

Southern  Pacific 

4 

028 

3.3 

121 

130 

Beneficial  Corp 

3 

964 

17.5 

122 

122 

Wachovia  Corp 

3 

877 

8.9 

i  oa 

lC3 

1  07 

Southeast  Banking 

o 
o 

QA  Q 

£34  y 

1  3  A 
lo  .4 

124 

114 

International  Paper 

3 

840 

5.5 

125 

134 

U  S  Bancorp 

3 

824 

16.9 

126 

132 

Valley  Natl  Bk  Ariz 

3 

814 

14.7 

1  57 

Alcoa 

■a 
o 

6  5 

128 

117 

BancOhio  Corp 

3 

797 

5.6 

129 

120 

Intl  Harvester 

3 

788 

6.0 

130 

116 

Cities  Service 

3 

740 

3.4 

131 

124 

Girard 

3 

683 

5.4 

132 

129 

Burlington  Northern 

3 

643 

7.8 

133 

123 

Penn  Central 

3 

602 

2.1 

134 

148 

National  City  Corp 

3 

599 

20.9 

135 

141 

Mfrs  National  Corp 

3 

589 

15.5 

136 

143 

Rainier  Bancorp 

3 

545 

16.0 

Rank 
1977  1976 


Company 


Assets 
($000,000) 


137 

133 

Minn  Mining  &  Mfg 

3,530 

138 

131 

Pittsburgh  National 

3,526 

1 

1  37 

v*iiizeii3  at  ouuinern 

140 

136 

Columbia  Gas  Sys 

3,502 

141 

144 

Marathon  Oil 

3,446 

142 

153 

K  mart 

3,428 

1  At 

1  DO 

Mercantile  Texas 

"5  A  1  7 
3,4  1  / 

144 

135 

Firestone 

3,396 

145 

151 

Rockwell  Intl 

3,392 

146 

139 

Mercantile  Bancorp 

3,371 

1  A7 

1  DU 

Deere 

J,  jDD 

148 

140 

NLT 

3,330 

149 

146 

Santa  Fe  Industries 

3,293 

150 

142 

Fidelcor 

3,236 

1  c  i 
131 

ID  1 

First  Union  Bancorp 

j,UOt 

152 

145 

Chessie  System 

3,064 

153 

158 

Lincoln  First  Banks 



3,053 

154 

168 

Pa  Power  &  Light 

3,050 

155 

175 

Hp  1 1 1 hi  irtnn 
nan  iuui  iui i 

3,031 

156 

157 

Niagara  Mohawk  Pwr 

3,019 

157 

164 

Seaboard  Coast  Line 

3,007 

158 

154 

UAL 

3,001 

159 

163 

Amerada  Hess 

2,998 

160 

159 

AMAX 

2,996 

161 

147 

BanCal  Tri-State 

2,983 

162 

170 

United  Technologies 

2,979 

163 

206 

American  Intl  Group 

2,956 

164 

152 

Northeast  Utilities 

2,948 

177  179 

178  160 

179  180 

180  195 


Teiedyne 
National  Steel 
American  Brands 
First  Security 


181  176 

182  181 

183  209 

184  183 


Carolina  Pwr  &  Lt 
Barnett  Banks  Fla 
Gibraltar  Financial 
Shawmut  Corp 


185  190 

186  216 

187  204 

188  188 


U  S  Fidelity  &  Gty 
Continental  Group 
Houston  Industries 
Ohio  Edison 


165  166  United  Telecom  2.946 

166  165  WR  Grace  2,941 

167  162  Maryland  National  2,935 

168  173  Georgia-Pacific  2,929 


169  172  United  Va  Bankshares  2,925 

170  178  St  Paul  Companies  2,921; 

171  169  El  Paso  Company  2,883 

172  155  Armco  Steel  2,883 

173  182  Allied  Chemical  2,872! 

174  171  Amer  Nat  Resources  2,841 

175  174  SperryRand  2,841 

176  149  Texas  Eastern  2,838 


2,833 
2,828 
2,821 
2.818 


2,764 
2,756 
2,736 
2,731 


2,728 
2,724 
2,720 
2,716 
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FORBES,  MAY! 


i  unding  with  Metropolitan  can  do 
a  lot  to  simplify  your  life. 


Today,  managing  a  pension  fund  is  a  complex  job. 
Here  are  some  of  the  reasons 
Metropolitan  can  make  that  job  simpler. 


A  wider  range  of  investments. 

one  of  the  world's  largest  financial  institutions, 
olitan  can  offer  a  great  many  more  investment 
ues  than  most  other  pension  fund  managers, 
're  able  to  undertake  numerous  profitable  ven- 
virtually  every  sector  of  the  economy — including 
y  placed  bonds,  mortgages,  real  estate  and  stocks, 
lult,  you  enjoy  a  competitive  yield  on  your  pension 
year  after  year. 

A  higher  quality  of  investments. 

fixed  income  investments,  we  balance  the  earn- 
ential  with  a  careful  regard  for  the  safety  of  the 
al.  This  leads  to  a  consistent  and  dependable  pat- 
nigh  yield,  with  little  risk.  Moreover,  we're  usually 
uarantee  the  principal  and  rate  of  return. 


For  common  stock  investments,  we  are  quality-orient- 
ed. Also,  our  new  Index  Fund  expands  our  services  and 
represents  a  major  innovation  in  the  insurance  industry. 

A  broader  range  of  support  services. 

The  broad  range  of  Metropolitan  investment  capabili- 
ties is  matched  by  a  broad  range  of  support  services. 
We're  equipped  to  look  after  every  aspect  of  your  pension 
program. 

That  includes  keeping  you  informed  on  the  impact  of 
new  or  impending  legislation.  Our  "Guide  to  ERISA,"  for 
example,  is  considered  by  many  to  be  the  definitive  text 
on  the  subject. 

What's  more,  we'll  handle  such  troublesome  but  nec- 
essary matters  as  mailing  checks,  making  withholding  tax 
deductions,  even  replying  to  pensioners'  correspondence. 
(Details  other  pension  fund  managers  are  reluctant 
to  assume.) 

If  you  wish,  we'll  gladly  furnish  you  with  detailed 
information  on  available  contracts  with  various  annuity 
options,  including  guaranteed  lifetime  annuities. 

Applicable  interest  rates  and  Metropolitan's  financial 
statements  for  the  past  two  years  are  also  available. 

We're  determined  to  do  more. 

We're  committed  to  leadership  in  the  pension  fund 
management  field.  We're  out  to  do  more  for  our  accounts. 
So  if  you  haven't  seen  our  proposal,  maybe  you've  missed 
the  best  one. 

Just  write  to  Asst.  Vice  President  James  B.  Weil,  Group  Pensions— Marketing, 
Metropolitan  Life,  One  Madison  Ave.,  New  York,  N.Y.  10010. 

Or  contact  the  Metropolitan  Regional  Pension  Director  nearest  you: 

J.  F.  Barnett,  Suite  590,  47  Perimeter  Center,  N.E.,  Atlanta,  GA  30346, 
Tel:  404-393-1410. 

J.  Wakefield,  Suite  2305,  One  Boston  PI.,  Boston,  MA  02108,  Tel:  617-742-7200. 
P.  E.  Braun,  Suite  6800,  200  East  Randolph  Drive,  Chicago,  IL  60601, 
Tel:  312-861-3000. 

R.  F.  Vieson,  9797  Springboro  Pike,  Dayton,  OH  45448,  Tel:  513-859-2207. 
R.  J.  Davi,  41  Madison  Avenue  (New  York  Merchandise  Mart),  New  York,  NY 
10010,  Tel:  212-578-2297. 

F.  A.  Dudlev,  The  Strafford  Building  No.  3,  125  Strafford  Avenue,  Wayne,  PA 
19087,  Tel:  215-687-3555. 

G.  L.  Bannerman,  Suite  433,  7710  Carondelet  Avenue,  St.  Louis,  MO  63105, 
Tel:  314-726-5990. 

J.J.  Peters,  Suite  1500,  611  W  Sixth  St.,  Los  Angeles,  CA  90017,  Tel:  213-626-6401 


Come  to  Metropolitan.  Simplify  your  life. 

O  Metropolitan 


The  Forbes  Assets  500 


%  Change  %  Change  % 


Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

1977 

1976 

Company  ($000,000) 

1976 

1977 

1976 

Company  ($000,000) 

1976 

1977 

1976      Company  ($000,000) 

189 

177 

Burroughs 

£,OO0 

5.0 

241 

225 

CBT  Corp 

2 

273 

7.0 

293 

308 

Safeco 

1,946  . 

190 

167 

NorroiK  &  western  Ky 

£,00*1 

-1.8 

242 

232 

Continental  Tel 

2 

244 

7.9 

294 

282 

Pacific  Lighting 

1,943 

191 

184 

IU  International 

2,659 

11.0 

243 

202 

Amer  Fletcher 

2 

230 

-2.9 

295 

312 

General  Reinsurance 

1,942 

192 

199 

Kennecott  Copper 

2,658 

15.2 

244 

277 

Trust  Co  of  Georgia 

2 

227 

22.1 

296 

280 

First  &  Merchants 

1.929 

193 

205 

central  &  ooutn  west 

15.7 

245 

237 

Virginia  Natl  Bshs 

£ 

997 
£.£.1 

8.4 

297 

97/1 

^ /4 

Panhandle  Eastern 

194 

187 

Firct  Natl  9fatj»  Rrn 
nisi  iidu  oimc  Dtp 

2  625 

11.8 

246 

263 

v^oca— cola 

£ 

99 A 
££*+ 

16.9 

298 

1A  7 

04  / 

St  Regis  Paper 

195 

203 

Southwest  Bancshs 

2,619 

14.3 

247 

240 

Northern  Natural  Gas 

2 

223 

8.9 

299 

317 

First  Commercial  Bnk 

1,924 

196 

186 

IC  Industries 

2,613 

11.1 

248 

246 

American  Cyanamid 

2 

222 

11.0 

300 

281 

Borden 

1,902 

197 

229 

Asniana  uu 

O  CIA 

24.0 

249 

231 

r  w  woolwortn 

£ 

9  1  A 

5.8 

301 

obo 

Pan  Am  World  Airways 

198 

193 

American  Financial 

9  Ann 

11.8 

250 

243 

Capital  Holding  Corp 

£ 

1  7Q 

i  /y 

7.5 

302 

No  Indiana  Pub  Svc 

199 

224 

Golden  West  Finl 

2,584 

21.4 

251 

249 

American  Can 

2 

176 

11.2 

303 

260 

Provident  Natl  Corp 

1,889 

200 

250 

Republic  New  York 

2,579 

32.3 

252 

301 

Dresser  Industries 

2 

169 

26.3 

304 

305 

Williams  Companies 

1,883 

201 

230 

uodStdi  o  taxes  uas 

9  Cn79 

22.4 

253 

238 

First  Tennessee  Natl 

£ 

lOO 

5.6 

305 

juy 

Missouri  Pacific  Corp 

l  ,ooo 

202 

304 

Safeway  Stores 

9  R£? 

49.9 

254 

269 

Midlantic  banks 

£ 

1  CO 

ioy 

15.6 

306 

ooo 
£00 

rneips  Dodge 

1  OCA 

1,000 

203 

213 

Long  Island  Lighting 

2,547 

15.3 

255 

268 

Signal  Companies 

2 

153 

15.2 

307 

290 

Duquesne  Light 

1,859 

204 

194 

Baltimore  Gas  &  Elec 

2,529 

8.8 

256 

253 

Consol  Natural  Gas 

2 

147 

10.3 

308 

265 

Trans  World  Airlines 

1,834 

205 

196 

Union  Electric 

9  R91 
£,D£,  1 

8.9 

257 

258 

o 
£ 

1  A  9 

J.4Z 

11.6 

309 

o  iy 

1/..,  KJn^nA 

rverr-Mcijee 

1  ,ooo 

206 

210 

uaiiiornia  rirst  dhk 

9  KOA 

13.8 

258 

251 

Transco  Companies 

£ 

1  A  Ct 
14U 

9.8 

310 

Q9n 

Financial  General 

L,ooi 

207 

207 

Federated  Dept  Strs 

2,520 

11.1 

259 

248 

Franklin  Life  Ins 

2 

129 

7.7 

311 

341 

Raytheon 

1,8131 

208 

191 

Peoples  Gas 

2,497 

6.9 

260 

272 

Beatrice  Foods 

2 

129 

15.4 

312 

311 

Bendix 

l,81lj 

209 

221 

Cirri  Mitl  UnMinn 

rirsi  nan  noiuing 

9  AOO 

16.4 

261 

255 

Alabama  Bancorp 

c 

1  97 
L£l 

10.2 

313 

1A  Q 

o4y 

Diamond  Shamrock 

1   Q  1  Cl 

l  ,olU 

210 

236 

Equimark 

9  AQ.& 
c.  ,4oO 

20.9 

262 

273 

rU.mUnJ   P|a«  Ilium 

Cleveland  tlec  ilium 

£ 

117 
11/ 

14.9 

314 

o4o 

Unitea  bank  Uorp  NT 

l.tsuy 

211 

212 

Industrial  National 

2,485 

12.6 

263 

242 

PPG  Industries 

2 

116 

4.1 

315 

294 

Ingersoll-Rand 

1,806 

212 

223 

McDonnell  Douglas 

2,468 

15.9 

264 

257 

Warner-Lambert 

2 

107 

9.2 

316 

313 

Fidelity  Union  Bncp 

1,805 

213 

218 

Champion  Intl 

9  A£>R 

13.0 

265 

292 

Donaldson,  Lufkin 

n 
£ 

uyo 

19.7 

317 

olu 

Southwestern  Life 

1  ,a\j£. 

214 

189 

Reynolds  Metals 

9  AfcO 
£.,HO£. 

5.1 

266 

278 

i\ran 

£ 

UoD 

14.5 

318 

9Q  1 

Esmark 

1  ,o<ju 

215 

241 

Crum  &  Forster 

2,460 

20.6 

267 

261 

Society  Corp 

2 

071 

8.4 

319 

297 

Boise  Cascade 

1,799 

216 

208 

Jefferson- Pi  lot 

2,450 

8.0 

268 

307 

Riggs  Natl  Bank 

2 

070 

21.8 

320 

344 

Illinois  Power 

1,777 

217 

220 

Pfizer 

9  AAR 

12.7 

269 

302 

American  Airlines 

£ 

ACQ 

uoy 

20.6 

321 

New  England  Electric 

1  77^ 

218 

259 

Boeing 

9  AAC\ 
£,44U 

27.2 

270 

222 

1  TV 

LI  V 

£ 

Uoo 

-3.2 

322 

zyo 

Burlington  Inds 

1  77fk 

219 

214 

Honeywell 

2,429 

10.2 

271 

235 

Litton  Industries 

2 

064 

0.3 

323 

331 

Ralston  Purina 

1,766 

220 

227 

Pacific  Pwr  &  Lt 

2,420 

14.6 

272 

267 

TRW 

2 

057 

10.0 

324 

379 

Northwest  Industries 

1,765 

221 

200 

No  States  Power 

9  A  i"17 

4.4 

273 

279 

Pennzoil 

O 
£ 

UDU 

12.6 

325 

"3  A 

uniteo  banKs  ot  uoio 

1  7£A 

222 

192 

ttepuDiic  oieei 

9  AHA 

3.1 

274 

335 

PepsiCo 

9 
£ 

C\A  7 
U4/ 

32.8 

326 

uuit  oiaies  uiiis 

1  7C\Q 

1  ,  /  J3 

223 

201 

Southern  Railway 

2,405 

4.4 

275 

275 

Chubb 

2 

035 

11.0 

327 

327 

Eli  Lilly 

1,753 

224 

226 

BayBanks 

2,396 

13.2 

276 

298 

Johnson  &  Johnson 

2 

020 

16.7 

328 

328 

Nationwide  Corp 

1,750 

225 

247 

Schlumberger 

9  QQK 

19.6 

277 

276 

Sun  Banks  of  Florida 

o 

£ 

U I D 

10.3 

329 

■3  1  A 

Uniroyal 

1 ,  /  40 

226 

234 

Allegheny  Power 

9 

£,O/0 

15.2 

278 

295 

Financial  Federation 

£ 

U 1  0 

16.1 

330 

OOO 

Textron 

i ,  /  oo 

227 

217 

Kaiser  Alum  &  Cbem 

2,375 

8.9 

279 

254 

Texas  American  Bshs 

2 

014 

4.2 

331 

315 

Crown  Zellerbach 

1,736 

228 

244 

General  Foods 

2,345 

16.5 

280 

306 

Huntington  Bshs 

2 

012 

18.3 

332 

380 

Central  Bancorp 

1.731' 

229 

219 

American  Natl  Finl 

7.6 

281 

262 

Celanese 

o 
C 

U1U 

5.2 

333 

rionaa  nati  tsanKs 

1  IOC 

230 

197 

1.3 

282 

264 

Indiana  National 

o 
C 

UU/ 

5.5 

334 

Public  Service  Ind 

1  795 

1  ,  /  C.J 

231 

185 

Centran  Corp 

2,334 

-1.7 

283 

211 

GA?X 

2 

006 

-9.2 

335 

363 

Equitable  Bancorp 

1,705; 

232 

239 

United  Jersey  Banks 

2,331 

13.7 

284 

300 

Reliance  Group 

2 

004 

16.6 

336 

336 

Provident  Life  &  Acc 

1,701 

233 

245 

United  Financial  Cal 

2,331 

16.0 

285 

271 

Potomac  Elec  Power 

2 

002 

8.5 

.337 

329 

B  F  Goodrich 

1,699 

234 

270 

Engelhard  Minerals 

2,330 

25.8 

286 

283 

Merck 

1 

993 

11.2 

338 

287 

Lykes 

1,697 

235 

252 

Hartford  Natl 

2,318 

19.0 

287 

284 

Colgate-Palmolive 

1 

971 

10.1 

339 

337 

Tenn  Valley  Bancorp 

1,695 

236 

266 

Investors  Div  Svcs 

2,317 

22.7 

288 

289 

First  Natl  Bancorp 

1 

964 

10.8 

340 

498 

Bache  Group 

1,694 

237 

198 

First  Union  Corp 

2,311 

0.1 

289 

256 

State  Street  Boston 

1 

962 

1.6 

341 

414 

Washington  Natl  Corp 

1,691 

238 

215 

Owens-Illinois 

2,307 

5.1 

290 

286 

Commerce  Bancshs 

1 

952 

9.4 

342 

352 

Dominion  Bankshares 

1,679 

239 

233 

Inland  Steel 

2,302 

11.3 

291 

299 

First  Banc  Group 

1 

951 

12.9 

343 

330 

Liberty  Natl  Life 

1.677 

240 

228 

USLIFE 

2,301 

9.1 

292 

293 

Bank  of  Virginia 

1 

949 

11.6 

344 

377 

Arizona  Public  Serv 

1,673 

226 


FORBES,  MAY 


jrraYou  probably  know 
ur  name.  And  $420  million  says 
)u  ought  to  know  what  we  do. 


as  'ear  Ferro  made  $420  million 
*>  i  of  products  you  probably 
ev  heard  of,  but  saw  and  used 
ve  day. 

k<  rit.  It's  the  basic  ingredient  of 
le  orcelain  enamel  that  coats 
3L  ;ink,  bathtub,  major  appliances 
Jic  imilar  items. 

p«  alty  inorganic  colors  that  are 

Be  and  light  stable  in  paint, 

la:  cs,  porcelain  enamel  and  glass, 


plus  new  pigments  to  meet  increas- 
ing health  and  safety  standards. 
Specialty  chemicals  used  as  addi- 
tives in  plastics,  pharmaceuticals, 
lubricants  and  industrial 
applications. 

Specialty  ceramics  for  the  non- 
ferrous  metals,  electronics  and 
ceramic  industries. 
And  miscellaneous  products  that 
range  from  engineering  services 


for  high  temperature  processes  to 
glass  beads  that  make  highway 
stripes  reflective  to  composite  mate- 
rials for  aerospace  and  automobiles. 
You  could  say  we're  a  behind-the- 
scenes  company.  But  say  it  to  the 
tune  of  $420  million. 
The  Ferro  Corporation.  The  specialty 
materials  company. 
One  Erieview  Plaza,  Cleveland, 
Ohio  44114. 


® FERRO 


By  mil.  By  road. 

Even  in  the  cold. 
Budd's  on  the  move. 


Moving  people  Moving  goods  Since  1912 
T.he  Budd  Company  has  served  America's 
transportation  needs.  Then  it  was  helping 
carmakers  convert  from  wood  to  all-steel 
bodies.  Now,  it  s  finding  the  best  materials 
available  for  any  given  task  New  ideas 
keep  Budd  on  the  move. 

One  good  example,  according  to  Com- 
mercial Products  Group  Vice  President 
Rene  Vansteenkiste  is  our  new  railcar— the 
SPV-2000  Made  of  stainless  steel,  this  self- 
propelled  vehicle  moves  people  efficiently 
reliably  and  comfortably.  And  can  be  used 
in  nearly  every  type  of  service:  commuter, 


intercity  shuttle  branch  line,  you-name-it 
It  s  the  railcar  of  tomorrow  that  s  here  today 

Budd  recently  introduced  several  other 
new  products.  Like  a  rugged,  galvanized 
steel  trailer  that  is  30%  more  resistant  to 
punctures  and  buckling  than  aluminum. 
Plus  a  complete  line  of  tough  trailers 
capable  of  long  life  with  low  maintenance 

We  also  help  truckers  fight  cold  weather 
with  a  number  of  devices  designed  to  help 
warm  engines,  rigs  and  drivers.  New  devel- 
opments include  a  diesel-engine  starting 
fuel  system  and  a  diesel-fuel  warmer. 

If  you  d  like  to  know  more  about  what  s 
new  in  transportation,  write  The  Budd  Com 
pany,  3155  West  Big  Beaver  Road.  Troy 
Michigan  48084.  Or  call  (313)  643-3552 

It's  a  move  in  the  right  direction. 


THE  MEN 

BEHIND  THE 
WHEELS 

FROM  BUDD. 


What  can  Beatrice  do  for  an  encore 

after  25  years  of 
consecutive  increased  earnings? 


Do  it  again,  that's  what! 

Beatrice  Foods,  continuing  to  build  for 
future  growth  upon  present  strengths, 
during  fiscal  1978,  achieved  all-time  highs 
in  sales,  net  earnings  and  earnings  per 
share  of  common  stock  for  the  26th 
consecutive  year. 

In  addition  to  surpassing  its  worldwide 
sales  goal  of  $6  billion,  Beatrice  Foods 
established  records  in  virtually  every 
phase  of  both  domestic  and  international 
operations.  Every  one  of  the  company's 
18  operating  divisions  was  profitable. 

Beatrice  Foods  began  its  current  fiscal 
year  on  March  1 ,  1978,  in  the  strongest 
financial  condition  in  its  history,  again 
improving  its  balance  sheet  and  its 
asset  base. 

The  consistent  increases  in  earnings  and 
financial  strengths  were  reflected  by  an 
increase  in  the  quarterly  dividend  rate  on 
the  common  stock  of  12.5  percent,  or 
three  cents  to  27  cents  per  share.  This  is 
equal  to  an  annualized  rate  of  $1.08  per 
share  with  the  first  quarterly  payment  at 
the  new  rate  on  April  1 , 1978.  The  increase 
was  the  third  in  20  months.  In  that  time, 
the  dividend  rate  on  the  common  stock 
has  been  raised  42  percent. 

These  raises  in  the  dividend  rate  reflect 
the  confidence  of  the  company's  Board  of 
Directors  in  the  continuing  strong  growth 
of  sales  and  earnings  in  the  years  ahead. 


For  a  copy  of  the  80th  Annual 
Report,  write 
Public  Relations  Dept  H 
Beatrice  Foods  Company 
120  S  LaSalle  Street. 
Chicago,  IL  60603 

Beatrice  Foods 


The  Forbes  Assets  500 


%  Change  %  Change                                                          %  Change 

ik  Assets  Over           Rank  Assets  Over           Rank                                 Assets  Over 

1976  Company        ($000,000)  1976  1977  1976      Company  ($000,000)  1976  1977  1976  Company        ($000,000)  1976 

321  Florida  Power  1,665  2.6  397  383  Boston  Edison  1,468  7.0  449  447  NICOR  1,294  12.2 
325  New  England  Merch  1,658  4.4  398  339  Union  Commerce  Corp  1,466  -3.4  450  425  National  Distillers  1,293  7.6 
406  Combustion  Engnrng     1,654  29.8  399    324  Singer     1,462  -8.0  451    485             KemperCorp     1,289  25.8 

322  Flagship  Banks     1,654  3.4  400    388  ENSERCH     1,456      8.0  452    438  Western  Financial     1,287  9.7 


362  Kimberly-Clark  1,651  13.7  401  396  First  Florida  Banks  1,452  10.2  453  465  First  Oklahoma  Bncp  1,286  16.6 

361  May  Dept  Stores  1,651  13.4  402  401  Borg-Warner  1,450  12.2  454  433  Continental  Bank  1,279  8.6 

332  First  Empire  State  1,646  6.0  403  437  Utah  Power  &  Light  1,448  23.2  455  456  Natl  Central  Financl  1,277  13.4 

403  McDonald's  1,645  28.1  404  393  General  Mills  1,447  9.0  456  476  OlinCorp  1,276  19.5 


391  Central  Bancshares  1,616  21.1  405  412  Squibb  1,446  15.2  457  442  H  J  Heinz  1,275  9.1 

342  Amer  Home  Products  1,611  6.6  406  398  So  Natural  Resources  1,442  9.9  458  423  Equitable  of  Iowa  1,273  5.4 

386  American  Security  1,607  18.8  407  394  Dart  Industries  1,440  8.6  459  430  First  Hawaiian  Inc  1,266  6.9 

384  Southern  Bancorp  Ala  1,601  16.9  408  453  Allied  Bancshares  1,440  26  8  460  451  First  Virginia  Bshs  1,263  9.8 

360  General  Dynamics  1,601  9.9  409  381  No  States  Bancorp  1,437  4.1  461  ■  Houston  Natural  Gas  1,259  39.4 

370  Marshall  &  llsley  1,598  12.3  410  407  Stauffer  Chemical  1,430  12.7  462  459  Columbus  &  So  Ohio  1,254  11.9 

378  First  Maryland  Bncp  1,596  14.0  411  418  Marine  Corp  1,429  16.2  463  399  Eastern  Air  Lines  1,243  -4.4 

375  Jim  Walter  1,596  13.5  412  397  Hawaii  Bancorp  1,421  8.1  464  473  Abbott  Laboratories  1,243  15.5 


■  E  F  Hutton  Group  1,594  75.6  413  445  Motorola  1,417  22.5  465  441  First-Citizens  B  &  T  1,243  6.4 

489  Paine  Webber  1,590  55.8  414  428  San  Diego  Gas  &  Elec  1,415  19.2  466  ■  Sumitomo  Bank  of  Cal  1,239  32.5 

364  Scott  Paper  1,589  9.8  415  417  Kroger  1,414  14.6  467  340  Weeden  Holding  1,238  -18.3 

358  CPC  International  1,589  8.9  416  411  Merchants  National  1,412  11.7  468  462  Texas  Instruments  1,234  11.2 


334  Gent  Tire  &  Rubber  1,587  2.9  417  404  Northwestern  Finl  1,411  10.2  469  467  Landmark  Banking  Fla  1,226  12.5 

376  First  Natl  Charter  1,587  12.8  418  464  Fidelity  Financial  1,407  27.2  470  480          Dayton-Hudson  1,219  15.1 

354  Greyhound  1,587  7.7  419  408  Anheuser-Busch  1,404  10.7  471  472                 Carnation  1,215  12.6 

400  MCA  1,580  21.5  420  422  Old  Kent  Financial  1,379  13.9  472  448        Monumental  Corp  1,201  4.1 


356  Public  Service  Colo  1,576  7.5  421  415  Martin  Marietta  1,377  10.7  473  474  Gillette  1,199  12.0 

343  WesternUnion  1,569  4.1  422  460  J  Ray  McDermott  1,376  23.1  474      ■  Fin  Cp  Santa  Barbara  1,197  22.1 

326  Lockheed  1,569  -1.1  423  424  Portland  Genl  Elec  1,375  14.3  475  452  Consolidated  Foods  1,188  3.6 

374  Atlantic  Bancorp  1,566  11.2  424  420  Mead  1,374  12.0  476  496  South  Carolina  Natl  1,182  18.2 


285  Arlen  Realty  &  Dvpt  1,563  -12.6  425      ■  United  States  Trust  1,370  40.3  477  434  Newmont  Mining  1,181  0.2 

353  First  Amtenn  Corp  1,558  5.6  426  457  Oklahoma  Gas  &  Elec  1,369  21.6  478  492  Deposit  Guaranty  1,178  16.9 

357  Eaton  1,546  5.5  427  413  Intl  Minerals  &  Chem  1,369  9.6  479  475  Gould  1,169  9.3 

389  First  Alabama  Bshs  1,545  15.7  428  405  First  Texas  Finl  1,366  6.7  480      ■  Peoples  Natl  Bank  1,168  20.9 


W|365  Cincinnati  G  &  E  1,538  6.6  429  409  So  New  England  Tel  1,363       7.5  481  481  Fruehauf  1,159  10.5 

|t|367  Third  National  Corp  1,533  6.8  430  440  So  Carolina  E  &  G  1,361  16  2  482      ■  Hewlett-Packard  1,158  24.1 

3  333  ASARCO  1,530  -0.9  431  429  Murphy  Oil  1,361  14.9  483  454  Liberty  Natl  Corp  1,153  2.2 

(4d  '373  Whitney  Holding  Corp  1,528  8.2  432  449  Citizens  Fidelity  1,352  17.3  484  488  Emerson  Electric  1,149  12.5 

387  CBS  1,518  12.3  433  421  Central  Tel  &  Utils  1,348  10.6  485  461  Allis-Chalmers  1,146  2.9 

frf2|436  Boatmen's  Bancshs  1,514  28.6  434  431  American  B  &  T  Pa  1,344  13.5  486      ■  Standard  Brands  1,144  15.3 

|«Ul9  Indust  Vallev  Bank  1,513  23.0  435  410  Wisconsin  Elec  Power  1,342       6.2  487      ■  Heritage  Bancorp  1,141  19.4 

'  372  Trans  Union  1,498  6.0  436  435  Idaho  First  Natl  Bk  1,340  13.8  488      ■     Equitable  Sav  &  Loan  1,138  15.9 


>  392  Bristol-Myers  1,494  12.4  437  432  Tiger  International  1,339  13.5  489  482  Union  Camp  1,130  9.1 

m  497  Cullen/Frost  Bankers  1,493  49.7  438  427  Johns-Manville  1,334  12.3  490  470  American  Standard  1,127  4.0 

355  Delta  Air  Lines  1,492  1.7  439  444  United  Missouri  Bshs  1,328  14.3  491  500  Dayton  Power  &  Light  1,121  12.8 

«jlf395  N  Y  State  Elec  &  Gas  1,490  12.5  440  471  N  L  Industries  1,326  22.7  492  ■  Colt  Industries  1,112  18.2 

371  Norton  Simon  1,487  4.8  441  455  Wilmington  Trust  1,326  17.5  493  477  New  Jersey  National  1,109  4.4 

350  Rapid-American  1,485  0.3  442  466  No  Calif  Savings  1,324  21.0  494  487  Old  Stone  Corp  1,108  8.4 

•  [416  First  Kentucky  Natl  1,481  19.7  443  443  Arizona  Bank  1,315  13.1  495  ■  Walter  Kidde  1,107  27.3 

382  Texasgulf  1,478  7.7  444  478  Broadview  Financial  1,308  23.2  496  ■  SuperiorOil  1,107  18.1 


369  Hercules  1,478  3.3  445  446  First  United  Bancorp  1,303  12.7  497  ■  Pillsbury  1,105  25.4 

i02  Transohio  Financial  1,473  14.4  446  426  Gulf  United  1,302  9.0  498  494  Hospital  Trust  Corp  1,104  10.2 

390  Banco  Popular  PR  1,472  10.3  447  450  Northwest  Airlines  1,299  12.8  499  ■  Dana  1,102  13.9 

385  First  Natl  Cine  Corp  1,471  7.4  448  439  Allied  Stores  1,295  10.5  500  ■  Toledo  Edison  1,102  21.8 
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The  Forbes 
Market  500 

If  there  was  ever  a  time  when 
selectivity  was  a  precious 
commodity,  last  year  was  that  time. 


Market 


Value  of 

Change 

Rank 

Common 

Over 

1977 

1976 

Company  ($000,000) 

1976 

1 

1 

IBM 

40,333 

-4.1 

2 

2 

American  Tel  &  Tel 

39,182 

1.6 

3 

3 

Exxon 

21,531 

-10.4 

4 

4 

General  Motors 

17,955 

-20.1 

5 

6 

General  Electric 

11,380 

-9.7 

6 

7 

Sears,  Roebuck 

9,012 

-18.1 

7 

5 

Eastman  Kodak 

8,250 

-40.6 

8 

11 

Texaco 

7,533 

0.0 

9 

8 

Standard  Oil  Ind 

7,244 

-17.2 

10 

10 

Procter  &  Gamble 

7,095 

-8.2 

11 

13 

Mobil 

6,740 

-2.0 

12 

12 

Standard  Oil  Calif 

6,622 

-5.0 

13 

21 

Schlumberger 

6,204 

12.4 

14 

15 

E  1  du  Pont 

5,770 

-11.6 

15 

14 

Minn  Mining  &  Mfg 

5,628 

-13.9 

16 

17 

Ford  Motor 

5,418 

-6.5 

17 

20 

Atlantic  Richfield 

5,348 

-3.7 

18 

18 

Gulf  Oil 

5,215 

-7.3 

19 

19 

Shell  Oil 

•  4,901 

-12.1 

20 

9 

Dow  Chemical 

4,887 

-39.3 

21 

25 

Caterpillar  Tractor 

4,734 

-5.3 

22 

23 

Phillips  Petroleum 

4,707 

-7.0 

23 

27 

Coca-Cola 

4,552 

-3.9 

24 

29 

Johnson  &  Johnson 

4,490 

-1.2 

25 

24 

Amer  Home  Products 

4,337 

-13.6 

26 

31 

General  Tel  &  Elec 

4,244 

2.6 

27 

22 

Merck 

4,193 

-18.5 

28 

36 

Halliburton 

3,819 

0.1 

29 

28 

Xerox 

3.758 

-19.3 

30 

39 

Philip  Morris 

3,708 

0.9 

31 

40 

Getty  Oil 

3,564 

-2.5 

32 

16 

Weyerhaeuser 

3,489 

-41.0 

One  of  Wall  Street's  oldest  saws  is  that  there  is  no  such  thing 
a  stock  market,  only  a  market  of  stocks.  But  like  most  sd 
sayings,  this  one  becomes  interesting  if  spun  out.  It  means  th 
stocks,  being  different,  do  not  move  up  or  down  together;  ai 
last  year  that  was  true  with  a  vengeance. 

Isn't  it  always?  Yes,  but  consider  this.  In  1976.  a  year  wM 
the  total  market  value  of  Forbes  .500  stocks  increased  bw 
healthy  21.5%,  some  54  of  the  500 — about  one  in  ten — lost\ 
market  value.  In  gloomy  (from  a  market  standpoint)  19fl 
when  the  total  value  of  the  .500  list  was  down  9.3%,  no  few) 
than  202- — four  in  ten — showed  gains,  many  as  much  as  2(J 
and  more.  Thus,  on  a  basis  of  pure  probability,  you  had  nea^ 
a  40%  chance  of  ending  up  ahead  in  last  year's  sour  market.  | 

For  the  most  part,  you  would  not  have  found  the  winners} 
the  top  of  the  list.  Of  the  top  25  stocks,  only  two  saw! 
increase  in  the  market  value  of  their  common  during  the  yd 
American  Telephone  &  Telegraph  (up  1.6%)  and  Schlui 
berger  (up  12.4%).  The  most  common  gainers — nearly  601 
were  utilities,  looked  to  as  secure  pay  ers  of  good  dividenc 
Then  came  close  to  a  score  of  energy  -related  stocks  and  abou 
dozen  insurance  outfits,  the  latter  usually  helped  by  the  cyd 
cal  turnaround  in  property  and  casualty  underwriting. 

And  the  big  losers?  There  are  some  names  y  ou  would  expd 
on  the  list,  like  U.S.  Steel  (down  35.2%)  and  Bethlehem  Stfl 
(down  47.7%) — but  also  some  surprises.  What  do  Eastmi 
Kodak  (down  40.6%),  Weyerhaeuser  (down  41%)  and  Heuble 
(down  38.6%)  have  in  common?  All  three  were  once  high 
favored  stocks  that  did  not  live  up  to  the  investor's  unwarranu 
rosy  expectations,  and.  thus  are  now  in  the  doghouse.  IX 
(down  39.3%),  Monsanto  (down  34.9%)  and  Hercules  (do* 
43.8%)  can  blame  a  troubled  industry.  But  how  to  explain  d 
6t  Western's  36.9%  drop,  except  that  investors  are  uneasy  abo 
a  company  too  complex  to  understand?  Or  K  mart's  32.6%  di 
despite  its  sales  and  profit  gains — except  by  surmising  ti 
investors  finally  saw  y  ou  could  pay  too  much  for  growth? 

One  of  the  characteristics  of  last  year's  market  was  that  i 
blue  chips  took  more  of  a  beating  than  the  market  as  a  w  ho 
The  Dow  Jones  industrial  index,  being  made  up  of  blue-cl 
stocks,  reflected  that  fact,  falling  17.3%  in  1977  compared  w: 
onlv  9.3%  for  Forbes  market  value  totals.  ■ 
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SERVE  US  YOUR  TOUGHEST  BANKING  PROBLEM!  At  North  America  solving 
toughest  banking  problem  is  the  name  of  the  game.  Our  team  of  banking  professionals  works 
ly  with  you  to  find  solutions  to  your  company's  needs. 
But  in  banking,  talent  has  to  be  backed  by  muscle,  just  as  in  sports.  Our  team  is  backed  by  a 
ey  Center  Bank  headquartered  at  44  Wall  Street,  the  heart  of  New  York's  financial  district.  Our 
ts  of  $3.6  billion  exceed  those  of  the  largest  banks  in  42  states.  Add  that  to  our  financing  and 
ce  capabilities  nationwide  and  around  the  world,  and  you  have  a  bank  that  can  give  your 
pany  the  full  credit  it  deserves. 

So  when  you  have  a  tough  banking  problem  let  North  America  show  you  how  we  can  provide 
winning  solution. 


CiT 


National  Bank 
of  North  America 


AN  AFFILIATE  OF  CIT  F  INANCIAL  CORPORATION 


The  Forbes  Market  500 


Market 

% 

Market 

% 

Market 

Value  of 

Change 

Value  of 

Change 

Value  of 

c 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common 

1977 

1976 

Company  ($000,000) 

1976 

1977 

1976 

Company  ($000,000) 

1976 

1977 

1976 

Company  ($000,000) 

33 

48 

Standard  Oil  Ohio 

3,375 

14.0 

85 

78 

Deere 

1,496 

-21.2 

137 

135 

W  R  Grace 

1,017 

34 

30 

BankAmerica  Corp 

3,335 

-24.3 

86 

123 

SmithKline  Corp 

1,491 

25.9 

138 

167 

Transamerica 

1,012 

35 

26 

K  mart 

3,330 

-32.6 

87 

86  • 

Cities  Service 

1,476 

-9.5 

139 

147 

Kimberly-Clark 

1,002 

A^ 

Intl  Tel  &  Tel 

3,316 

3.9 

ftft 

oo 

83 

Marathon  Oil 

1,476 

-13.0 

1  AO 

)  RA 

Rockwell  Intl 

1,000 

37 

34 

Continental  Oil 

3,221 

-19.8 

89 

116 

Phila  Electric 

1,465 

18.2 

141 

152 

Owens-Corning  Fbrgls 

999 

38 

38 

Burroughs 

2,968 

-20.0 

90 

118 

So  Calif  Edison 

1,441 

18.6 

142 

207 

Ohio  Edison 

999 

39 

46 

Tenneco 

2,921 

-7.7 

91 

109 

Duke  Power 

1,439 

10.6 

143 

143 

AMP 

996 

4D 

tv 

37 

Georgia-Pacific 

2,915 

-23.0 

92 

98 

Continental  Corp 

1,422 

-0.8 

144 

131 

Amer  Hospital  Supply 

992 

41 

47 

R  J  Reynolds  Inds 

2,856 

-9.0 

93 

89 

Connecticut  General 

1,393 

-12.5 

145 

195 

McDonnell  Douglas 

990 

42 

33 

Citicorp 

2,809 

-31.3 

94 

84 

CBS 

1,372 

-18.7 

146 

211 

Detroit  Edison 

977 

43 

50 

Avon  Products 

2,796 

-2.7 

95 

102 

Pub  Svc  Elec  &  Gas 

1,368 

0.9 

147 

146 

Continental  Illinois 

965 

44 

42 

Eli  Lilly 

2,673 

-18.8 

96 

103 

Revlon 

1,339 

0.4 

148 

179 

St  Regis  Paper 

962 

45 

32 

United  States  Steel 

2,651 

-35.2 

97 

90 

Travelers 

1,334 

-15.6 

149 

183 

Amer  Nat  Resources 

962 

46 

35 

Union  Carbide 

2,646 

-30.8 

98 

119 

American  Intl  Group 

1,322 

9.9 

150 

163 

Chase  Manhattan 

958 

47 

49 

American  Express 

2,555 

-11.8 

99 

94 

Walt  Disney 

1,289 

-13.9 

151 

141 

Borden 

953 

48 

56 

American  Elec  Power 

2,510 

5.8 

100 

104 

American  Cyanamid 

1,278 

-4.0 

152 

138 

Pennzoil 

950 

49 

74 

PepsiCo 

2,432 

24.5 

101 

95 

Sperry  Rand 

1,268 

-14.6 

153 

149 

Honeywell 

948 

50 

69 

Southern  Company 

2,428 

20.7 

102 

105 

Baxter  Travenol 

1,266 

-4.8 

154 

160 

Columbia  Gas  System 

942 

51 

68 

Pacific  Gas  &  Elec 

2,361 

15.2 

103 

110 

Kraft 

1 ,248 

-3.5 

155 

191 

Norton  Simon 

932 

52 

41 

J  C  Penney 

2,339 

-31.1 

104 

130 

Allied  Chemical 

1,247 

11.3 

156 

139 

Northern  Natural  Gas 

928 

53 

54 

Union  Pacific 

2,320 

-3.8 

105 

137 

General  Public  Utils 

1,247 

15.7 

157 

192 

Champion  Intl 

927 

54 

59 

Union  Oil  California 

2,237 

2. 1 

106 

81 

Goodyear 

1,233 

-27.7 

158 

166 

Central  &  South  West 

927 

55 

55 

Beatrice  Foods 

2,236 

-6.6 

107 

79 

Kerr-McGee 

1,209 

-31.6 

159 

142 

General  Reinsurance 

926 

56 

66 

Sun  Company 

2,186 

5.7 

108 

172 

Boeing 

1,199 

26.1 

160 

114 

Corning  Glass  Works 

923 

57 

62 

Bristol-Myers 

2,121 

-1.6 

109 

115 

Diamond  Shamrock 

1,184 

-5.0 

161 

80 

Bethlehem  Steel 

922 

58 

44 

Monsanto 

2,089 

-34.9 

110 

75 

AMAX 

1,176 

-38.7 

162 

101 

Firestone 

921 

59 

52 

|_|_  |     l  a    ^  -  ..* ■  -1 

Hewlett-Packard 

2,087 

-14.6 

111 

156 

Texas  Eastern 

1,153 

16.0 

163 

151 

TRW 

y  lb 

60 

61 

McDonald's 

2,082 

-3.7 

112 

129 

Va  Electric  &  Power 

1,147 

1.9 

164 

168 

Southern  Pacific 

912 

61 

51 

Warner-Lambert 

2,065 

-15.7 

113 

148 

United  Technologies 

1,121 

9.4 

165 

242 

J  Ray  McDermott 

910 

62 

43 

International  Paper 

2,060 

-36.0 

114 

96 

Carnation 

1,119 

-23.7 

166 

185 

Peoples  Gas 

907 

63 

71 

Commonwlth  Edison 

2,032 

2.2 

115 

88 

Union  Camp 

1,119 

-30.7 

167 

189 

Houston  Oil  &  Mm 

yu/ 

64 

70 

RCA 

1,979 

-1.4 

1 1  fi 

1  ID 

J.  C  1 

American  Brands 

1,119 

-6.2 

168 

218 

Niagara  Mohawk  Pwr 

893 

65 

76 

Aetna  Life  &  Cas 

1,973 

3.8 

117 

87 

Motorola 

1,114 

-31.6 

169 

145 

Anheuser-Busch 

891 

- 

66 

72 

Emerson  Electric 

1,941 

-1.3 

118 

161 

Middle  South  Utils 

1,109 

12.5 

170 

227 

Times  Mirror 

885 

67 

67 

Pfizer 

1,924 

-6.8 

119 

112 

Campbell  Soup 

1,106 

-14.0 

171 

201 

Houston  Industries 

boo 

68 

57 

Federated  Dept  Strs 

1,907 

-19.0 

i  on 

153 

Continental  Group 

1,105 

10.6 

172 

175 

Intl  Harvester 

882 

69 

64 

Kellogg 

1,862 

-11.6 

121 

127 

CPC  International 

1,092 

-3.0 

173 

155 

Sterling  Drug 

872 

- 

70 

65 

Digital  Equipment 

1,827 

-13.1 

122 

144 

Santa  Fe  Industries 

1,091 

5.3 

174 

107 

Pittston 

871 

71 

85 

Dresser  Industries 

1,722 

5.5 

123 

99 

Ingersoll-Rand 

1,088 

-24.0 

175 

228 

Dart  Industries 

Ob*; 

72 

63 

Colgate-Palmolive 

1,682 

-20.3 

1  OA. 

1  or 

Mfrs  Hanover  Corp 

1,083 

-7.1 

176 

113 

Polaroid 

858 

■A 

73 

58 

Texas  Instruments 

1,677 

-28.5 

125 

108 

Safeway  Stores 

1,078 

-17.3 

177 

196 

Carolina  Pwr  &  Lt 

854 

74 

97 

Abbott  Laboratories 

1,675 

15.7 

126 

132 

Florida  Power  &  Lt 

1,076 

-2.7 

178 

140 

Engelhard  Minerals 

853 

75 

60 

J  P  Morgan  &  Co 

1,663 

-23.6 

127 

106 

Squibb 

1,066 

-19.1 

179 

254 

Consol  Natural  Gas 

852 

76 

92 

Texas  Utilities 

1,650 

8.4 

128 

165 

NCR 

1,065 

9.3 

180 

1  OQ 

Crown  Zellerbach 

851 

- 

- 

77 

73 

Alcoa 

1,617 

-17.7 

129 

124 

Houston  Natural  Gas 

1,063 

-9.7 

1'81 

120 

PPG  Industries 

845 

- 

78 

53 

Schering-Plough 

1,616 

-33.3 

130 

126 

Upjohn 

1,060 

-7.0 

182 

136 

Louisiana  Land 

845 

79 

93 

General  Foods 

1,571 

4.2 

131 

193 

Gannett 

1,054 

20.4 

183 

226 

Marsh  &  McLennan 

843 

80 

100 

Occidental  Petroleum 

1,569 

14.8 

132 

176 

Raytheon 

1,051 

13.3 

184 

169 

Armco  Steel 

841 

81 

111 

Consolidated  Edison 

1,568 

21.3 

133 

157 

United  Telecom 

1,046 

5.2 

185 

212 

Intl  Flavors  &  Frag 

838 

82 

91 

Westinghouse  Elec 

1,567 

2.1 

134 

133 

INA 

1,034 

-5.5 

186 

190 

Ashland  Oil 

835 

83 

77 

Ralston  Purina 

1,531 

-19.3 

135 

173 

Superior  Oil 

1,021 

7.6 

187 

198 

No  States  Power 

834 

84 

82 

General  Mills 

1,512 

-11.2 

136 

222 

Consumers  Power 

1,018 

29.1 

188 

162 

Norfolk  &  Western  Ry 

833 
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Energy-saving  transportation  is 
a  part  of  Santa  Fe's  progressive 
operations  and  we  do  more- 


SANTA  FE 

INDUSTRIES,  INC. 


Santa  Fe 
R0GRESS 


Energy-saving  transportation  and  energy-producing  resources 
are  progressive  operations  contributing  to  the  strength  and 
growth  of  the  Santa  Fe. 

Piggy-Back  rail  service  is  setting  all-time  records  and  unit 
trainloads  of  coal  are  increasing  in  number  to  meet  the  needs  for 
fuel  saving  methods  of  transportation. 
Our  energy-producing  resources  group  are  pumping  over 
7,000  barrels  of  oil  a  day  and  over  400  million  tons  of  coal  is 
being  developed  in  New  Mexico. 

Santa  Fe  is  doing  all  this  plus  operating  a  busy  truck  line, 
pipelines,  lumber  production,  land  development  and  construction. 


Piggy- Back  is  fast,  also 
an  important  fuel-saving  service 

made  possible  through 
energy-efficient  rail  operations. 


For  information  about  the  many  ways  we  can  serve  you,  write: 

SANTA  FE  INDUSTRIES,  INC.,  224  South  Michigan,  Chicago,  III.  60604,  (312)  427-4900 


Who  do  you  call 

to  find  the  home  of  your  dreams 
in  less  than  60  seconds? 


i 


Findings  the  home  of 
your  dreams  used  to  require 
determination,  stamina 
and  lots  of  luck. 

Used  to. 

Now,  Realtors  across 
the  country  have  found  a 
breakthrough  way  to  make 
homebuying  a  whole  lot 
easier. 


They  call  PRC 
Realtronics  —  a  powerful 
computerized  real  estate 
service  developed  for 
Realtors  by  PRC. 
How  to  visit  9,000  homes  for 
saie.  By  computer. 

With  a  PRC  Realtronics 
terminal  in  his  office,  a 
Realtor  today  can  help  a 
homeseeker  scan  through 
as  many  as  9,000  local  prop- 


erty listings  in  seconds. 

To  help  each  buyer 
find  the  best  possible  buy: 

And  help  everyone  — 
buyer,  seller,  Realtor  — 
save  a  staggering  amount 
of  effort  and  time. 

An  extraordinary 
solution?  Perhaps. 

But  with  the  profes- 


sional skills  of  5,01 
nical  specialists  w< 
designing  practica 
to  large-scale  prolj 
what  PRC  is  all  al 
The  largest  diversif 
professional  servic 
company  in  the  wo 

In  fact,  for  ev 
problem  you  can 
chances  are  there 


In  cities  like  Houston,  homebuyers  today  can  ask  local  Realtors  for 
the  "perfect"  home.  Size,  price,  location,  built-ins,  special  extras  — up 
to  250  specific  features.  Scanning  thousands  of  listings  for  a  home 
to  match  the  request,  a  powerful  computer  system  developed  for 
Realtors  by  PRC  can  pinpoint  it  in  seconds. 


»f  lecialists  already 
k|>n  answers, 
a  ling  the  optimum 
fljsequence  for  a 
n)v  auto  plant. 
,f3|toring  Space 
£  Jcilities  at  Cape 


1 


ng  Chicago  turn 
e  into  electricity. 


Installing  the  world's 
most  comprehensive 
computerized  cost 
measurement  system  for 
private  industry. 

The  list  of  PRC  proj- 
ects goes  on.  And  on. 

Planning,  engineering, 
architecture.  Management 
consulting.  Information 
services.  We're  here  to  help. 

The  point  is,  there's  no 


problem  too  technical,  too 
complex  or  too  big  for 
Planning  Research  Corpora- 
tion to  handle. 

The  question  is,  what 
could  PRC  do  for  you? 
Planning  Research  Corpora- 
tion. 1850  K  Street,  N.W., 
Washington,  D.C.  20006. 
Call  (202)  293-4700. 


Call 


pre 

Planning  Research 
Corporation 


The  Forbes  Market  500 


Rank 
1977  1976 


Company 


Market 
Value  of 
Common 
($000,000) 


% 
Change 
Over 
1976 


189 

279 

Northwest  Industries 

832 

29.3 

190 

171 

Household  Finance 

827 

-13.6 

1  Q1 
I  jl 

Ml  T 

Oc.  o 

-1.0 

192 

258 

Long  Island  Lighting 

820 

19.4 

193 

229 

Baltimore  Gas  &  Elec 

816 

5.8 

194 

214 

Dun  &  Bradstreet  Cos 

815 

1.0 

1 

217 

PanhariHiti  Factum 
rdlllldllUiC  Cab  Id  II 

815 

1.6 

196 

233 

H  J  Heinz 

814 

6.5 

197 

182 

U  S  Fidelity  &  Gty 

810 

-9.9 

193 

159 

Whirlpool 

809 

-18.2 

199 

261 

Pa  Pnufpr  &>  1  icrht 

rd  rUWCI  Ol  Llglll 

808 

17.8 

200 

235 

Time  Inc 

807 

7.4 

201 

245 

Western  Bancorp 

801 

11.1 

202 

202 

Fedl  Natl  Mortgage 

801 

-5.5 

203 

209 

Tftytrnn 

797 

-3.3 

204 

232 

Delta  Air  Lines 

795 

3.9 

205 

134 

Stauffer  Chemical 

794 

-26.8 

206 

174 

Bendix 

787 

-16.4 

207 

150 

IlllallU  OICCI 

783 

-23.2 

208 

199 

Dana 

769 

-10.5 

209 

299 

Farmers  Group 

767 

27.3 

210 

231 

Lincoln  Natl  Corp 

765 

-0.5 

211 

117 

761 

-38.0 

212 

213 

Nabisco 

758 

-6.1 

213 

170 

Winn-Dixie  Stores 

752 

-21.7 

214 

239 

American  Can 

745 

0.0 

215 

210 

MAPCO 

741 

-10.0 

216 

181 

Southern  Railway 

739 

-18.3 

217 

206 

Gillette 

738 

-12.1 

218 

178 

Kennecott  Copper 

737 

-19.8 

219 

251 

Intl  Mtnpralc  fi.  fhom 
inn  ivtmcrdia  «  v*iit?ni 

735 

3.5 

220 

230 

Pacific  Pwr  &  Lt 

734 

^1.8 

221 

180 

First  Chicago  Corp 

733 

-19.1 

222 

221 

Teledyne 

732 

-7.7 

223 

164 

Air  PmHc  SL  Phomc 

-25  8 

224 

243 

.  MCA 

721 

-1.3 

225 

275 

Cleveland  Elec  Ilium 

721 

10.1 

226 

255 

Amer  Broadcasting 

720 

4.1 

227 

215 

i™1  fiAcohfA  k  i  oh  -  PnnH'c 
\rff  IcacUriJUgll  r  UltU  cs 

717 

-10  9 

228 

240 

Amerada  Hess 

715 

-3.6 

229 

223 

FMC 

713 

-8.9 

230 

186 

St  Joe  Minerals 

710 

-20.1 

231 

203 

710 

-15.8 

232 

225 

Jefferson- Pi  lot 

707 

-9.1 

233 

306 

El  Paso  Company 

706 

20.7 

234 

277 

Union  Electric 

702 

8.6 

235 

241 

Lubrizol 

701 

-4.9 

236 

248 

Johns-Manville 

698 

-2.8 

237 

262 

Allegheny  Power 

697 

1.7 

238 

263 

Gould 

694 

1.4 

239 

247 

Public  Service  Ind 

694 

-3.5 

240 

237 

Consolidated  Foods 

693 

-7.3 

Rank 
1977  1976 


Company 


Market 
Value  of 
Common 
($000,000) 


% 
Change 
Over 
1976 


241 

268 

Pillsbury 

693 

4.4 

242 

287 

Baker  International 

693 

10.1 

243 

270 

Mplvillp 

IVIG1VIIIC 

692 

4.7 

244 

266 

Big  Three  Industries 

692 

3.6 

245 

259 

Northeast  Utilities 

689 

0.3 

246 

158 

Boise  Cascade 

685 

-30.9 

321 

C Mature!  Rficmircac 
ou  Wdiuidi  nc3(JUii#C9 

684 

24  8 

248 

220 

Owens-Illinois 

679 

-14.7 

249 

205 

CIT  Financial 

677 

-19.4 

250 

204 

Black  &  Decker 

670 

-20.3 

251 

122 

Uprr'i  i toe 

668 

-43.8 

252 

297 

Tektronix 

665 

10.1 

253 

257 

G  D  Searle 

664 

-3.4 

254 

234 

St  Paul  Companies 

661 

-12.5 

296 

Pla "ton.  Mi : H c n n 

L/dy iui i  nuubui i 

8  0 

256 

333 

Texas  Oil  &  Gas 

657 

24.2 

257 

301 

Levi  Strauss 

653 

9.1 

258 

177 

Roadway  Express 

644 

-30.0 

259 

280 

First  Intl  Rch« 

■  1131  Hill  Dalla 

635 

-1.2 

260 

325 

Missouri  Pacific  Corp 

633 

17.5 

261 

320 

Jack  Eckerd 

632 

15.1 

262 

197 

National  Steel 

632 

-26.9 

263 

224 

vile  ,»alc  Ovale!!* 

632 

-19.0 

264 

282 

Interco 

631 

-1.8 

265 

337 

Potomac  Elec  Power 

630 

21.9 

266 

236 

Eaton 

628 

-16.1 

267 

315 

^pniritv  Parifir 

•JCCUIIIJ  1  dvll  ll> 

626 

10.3 

268 

273 

Genuine  Parts 

624 

-4.9 

269 

269 

Continental  Tel 

623 

-6.0 

270 

291 

Chemical  New  York 

623 

0.0 

271 

374 

jigiid!  wuiiipdiiics 

617 

35.2 

272 

267 

Square  D 

617 

-7.2 

273 

369 

Mesa  Petroleum 

615 

32.3 

274 

246 

Kaiser  Alum  &  Chem 

611 

-15.0 

284 

lanital  MnlHino  ^ nrn 

608 

-5.0 

276 

256 

Reynolds  Metals 

607 

-12.0 

277 

353 

Franklin  Life  Ins 

606 

23.5 

278 

298 

Knight-Ridder  News 

606 

0.3 

279 

323 

Wplk  Far  an 

»f CMS  rdlgU 

600 

10.2 

280 

390 

Santa  Fe  Intl 

600 

37.9 

281 

288 

Becton,  Dickinson 

599 

-4.5 

282 

292 

Illinois  Power 

599 

-3.0 

283 

250 

May  Dept  Stores 

598 

-16.3 

284 

244 

Northwest  Bancorp 

598 

-17.4 

285 

184 

Texasgulf 

598 

-33.4 

286 

260 

Celanese 

596 

-13.0 

287 

311 

Lucky  Stores 

594 

3.0 

288 

338 

Combustion  Engnrng 

589 

14.3 

289 

216 

Burlington  Inds 

587 

-27.0 

290 

406 

General  Signal 

583 

41.6 

291 

437 

Harris  Corp 

581 

58.9 

292 

305 

Fluor 

578 

-1.3 

Rank 
1977  1976 


Company 


Market 
Value  of 
Common 
($000,000) 


293  294 

294  317 

296  278 

Martin  Marietta  675 
Borg-Warner  573 
Wisconsin  Elec  Power  569 
Koppers  568 

297  304 

298  384 

300  290 

Timken  567 
Arizona  Public  Serv  565 
N  L  Industries  564 
Archer  Danls  Midland 

301  335 

302  272 

oao  ooq 

304  303 

Utah  Power  &  Light  562 
Greyhound  560 
Petrie  Stores  555 
Duquesne  Light  555 

305  326 

306  194 

om  ooo 
30/  Zoo 

308  358 

Central  Tel  &  Utils  552 
Gulf  &  Western  Inds  551 
r  w  wooiworth  odu 
Cincinnati  G  &  E  548 

309  188 

310  357 

Oil        01 Q 

oil  Z 

312  341 

Heublein  544 
No  Indiana  Pub  Svc  543 
ocott  raper  041 
Southland  Royalty  535 

313  283 

314  286 

316  187 

National  Distillers  534 
Esmark  531 
rirst  bank  system  oo\i 
Merrill  Lynch  &  Co  530 

317  327 

318  264 
010  onn 

320  265 

Dow  Jones  525 
Nalco  Chemical  524 
Kicriaruson-rvierreii  oci\ 
Masco  520 

321  271 

322  281 

OOO  OOO 

iZ5  OZZ 

324  388 

UAL  514i 
Northwest  Airlines  510 
Durhngton  Nortnern  oUVi 
Cooper  Industries  509 

325  344 

326  316 

328  346 

First  Charter  Finl  508 
Genl  Tire  &  Rubber  507 
beaboara  Coast  Line  sui 
Litton  Industries  500 

329  289 

330  352 

OO  1       o/i  o 

332  381 

Safeco  499 
ENSERCH  497 
boutniano  Lorp  <*yo 
Pacific  Lighting  494 

333  401 

334  313 

336  383 

Amer  Genl  Insurance  493 
Mellon  National  Corp  492 

i^uionidi  renn  uruup 

Public  Service  Colo  48? 

337  308 

338  332 

339  453 

340  404 

General  Dynamics  48/ 
Westvaco  486 
American  Standard  48f 

Data  General  48! 



341  324 

342  407 

343  380 

344  389 

Quaker  Oats  48< 
Reliance  Electric  483 
New  England  Electric  481 
Transco  Companies  48; 
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IUs  dividend  payout 

increased  for  33rd 
consecutive  year. 

Again  in  1977,  shareholders  of  IU  International  received  a  higher  div- 
idend payout.  The  1977  payment  of  90  cents  per  common  share  represents 
the  33  rd  consecutive  year  of  continuous  growth  in  per  share  payout  to  IU 
shareholders. 

IU's  dividend  record  underscores  the  company's  emphasis  on  long-term 
stability  and  growth.  In  1977,  earnings  rose  to  $59.2  million,  or  $1.75  per 
common  share,  on  revenues  of  $2.3  billion. 

For  a  copy  of  our  1977  Annual  Report  to  Investors,  write  Corporate 
Affairs  Dept.,  I U International,  1500  Walnut  St.,  Philadelphia,  Pa.  19102. 


Dividends  per  Common  Share 


The  Forbes  Market  500 


Market 

% 

Market 

% 

Market 

Value  of 

Change 

Value  of 

Change 

Value  of  Ch 

Rank 

Common 

Over 

Rank 

Common 

Over 

Rank 

Common  0 

1977 

1976 

Company  ($000,000) 

1976 

1977 

1976      Company  ($000,000) 

1  Q7A 

1977 

1976 

Company        ($000,000)  1< 

345 

393 

Control  Data 

482 

11.7 

397 

309 

Eastern  Gas  &  Fuel 

409 

-29.8 

449 

364 

ARA  Services 

339  4 

346 

■ 

Murphy  Oil 

479 

67.4 

398 

340 

Olin  Corp 

406 

-20.4 

450 

379 

Associated  Dry  Goods 

338  J 

347 

376 

Texas  Comm  Bshs 

479 

6.4 

399 

■ 

Warner  Commun 

405 

AO  1 

451 

410 

AMF 

337  J 

348 

O  "7  C 

rlUHUa  rUncl 

475 

4.4 

400 

AIR 

1 IQI  IFF 

ADA 

10.7 

452 

458 

American  Natl  Finl 

349 

370 

Mead 

473 

1.8 

401 

377 

ASARCO 

401 

-10.5 

453 

359 

Hanna  Mining 

334  J 

350 

382 

NICOR 

470 

5.8 

402 

■ 

MGM 

400 

80.7 

454 

470 

Singer 

333 

351 

422 

Holiday  Inns 

467 

20.4 

403 

■ 

SEDCO 

399 

OC.  .C. 

455 

■ 

Morton-Norwich 

332  2 

JD£ 

467 

-35.0 

404 

PAfT  lift 

2  7 

456 

430 

Smith  International 

3^.1  J 

353 

302 

Intel 

464 

-22.2 

405 

462 

R  H  Macy 

394 

16.0 

457 

■ 

Norton 

331  J 

354 

416 

McGraw-Hill 

464 

18.1 

406 

295 

Yellow  Freight  System 

393 

-35.6 

458 

■ 

Studebkr-Worthngtn 

325  1 

355 

307 

Beneficial  Corp 

463 

-20.7 

407 

368 

Diamond  Intl 

393 

-15.7 

459 

447 

Gardner-Denver 

324  1 

356 

285 

UVilltamc  C nmnsniP1. 
?Tlilidlllb  VarUIIIUdf  HCb 

460 

-27.5 

408 

tor 

Provident  Life  &  Acc 

1  9 

460 

440 

American  Petrofina 

%0A  1 

357 

310 

Clark  Equipment 

458 

-20.9 

409 

417 

Perkin-Elmer 

387 

-1.5 

461 

334 

Jos  Schlitz  Brewing 

323  -3 

358 

252 

Armstrong  Cork 

457 

-35.5 

410 

464 

Dover  Corp 

385 

14.1 

462 

490 

National  City  Corp 

323 

359 

363 

Gulf  States  Utils 

455 

-3.6 

411 

405 

Tampax 

384 

fi  9 

— O.J 

463 

■ 

Tecumseh  Products 

323  1 

"3  cry 

ojy 

Mrfiraui-FHicnn 

■  f  11-  \J 1  art    LU!  JUK 

451 

-11.9 

412 

439 

^ftlt  1  nrli  ict  r  ioc 

384 

5  1 

464 

485 

liUl  U  II  U(J 

323 

361 

330 

Chic  Bridge  &  Iron 

447 

-15.6 

413 

479 

Utd  Energy  Resources 

382 

17.5 

465 

■ 

Pennwalt 



321  a 

362 

318 

Jim  Walter 

447 

-20.0 

414 

463 

Crown  Cork  &  Seal 

381 

12.7 

466 

497 

Seafirst 

320  | 

363 

428 

Combined  Insurance 

444 

16.6 

415 

356 

Briggs  &  Stratton 

380 

-21.1 

467 

494 

Anderson-Clayton 

319  j 

^UU 

nicies  uuugc 

444 

-47.8 

416 

Ann 

Unnhoc  T r\r\l 

nugiicb  i ooi 

O  /  J 

-10.0 

468 

F  moru  Air  FroirrHf 

cillery  hit  riclgiu 

318 

365 

432 

Ark  Louisiana  Gas 

443 

17.5 

417 

420 

Ethyl 

378 

-2.9 

469 

491 

Cameron  Iron  Works 

318 

366 

424 

Oklahoma  Gas  &  Elec 

443 

14.6 

418 

459 

So  Carolina  E  &  G 

377 

9.0 

470 

■ 

Clorox 

318  1 

367 

398 

W  W  Grainger 

443 

5.0 

419 

361 

Maytag 

376 

-20  8 

471 

472 

Fruehauf 

316  j 

OCT 

ODl 

run  nuwdiu  rduti 

441 

-10.5 

420 

AR0 

Kroger 

16  2 

472 

47 1 

r  i  i  m  m i  n  c  Cnmna 
UUIIHIl'llb  engine 

316  a 

369 

319 

Bucyrus-Erie 

438 

-20.6 

421 

■ 

Pogo  Producing 

373 

-40.0 

473 

476 

Con  sol  Freightways 

316  1 

370 

362 

Pacific  Lumber 

435 

-8.0 

422 

460 

Southwestern  Pub  Svc 

372 

8.9 

474 

468 

Natl  Detroit  Corp 

314  J 

371 

399 

General  American  Oil 

435 

3.3 

423 

355 

Carrier 

372 

-23  1 

475 

■ 

Gulf  United 

314  2 

■3/2 

Pntlatrh 

435 

-18.8 

424 

Dayton  Power  &  Light 

j  /  \j 

R  R 

476 

Plillnn  rnmnanioc 
L/MIUIi  wUllipdl  llci 

314  1 

373 

347 

Chubb 

434 

-12.5 

425 

■ 

IC  Industries 

369 

26.5 

477 

■ 

Certain-teed 

313  I 

374 

253 

Newmont  Mining 

434 

-37.7 

426 

414 

Bankers  Trust  NY 

367 

-7.1 

478 

■ 

Tropicana  Products 

311 

375 

371 

Loews 

433 

-6.7 

427 

385 

U  S  Gypsum 

367 

-16  5 

479 

U  S  Bancorp 

311  1 

37b 

-3.5 

428 

ARO 

Emhart 

1D.O 

480 

GATX 

310  -a 

377 

477 

Natl  Starch  &  Chem 

432 

31.9 

429 

■ 

Castle  &  Cooke 

364 

23.9 

481 

418 

B  F  Goodrich 

 -j 

308  ■£ 

378 

350 

Marriott 

431 

-12.7 

430 

427 

Republic  of  Texas 

363 

-4.8 

482 

457 

Southwestern  Life 

308  1 

379 

421 

Portland  Genl  Elec 

431 

431 

413 

Trans  Union 

361 

_R  R 
— o.  o 

483 

■ 

Delmarva  Power  &  Lt 

307  1 

JoU 

one 

huiu  ua la  nuccabilig 

431 

1.0 

432 

331 

360 

-32. 1 

484 

4t>/ 

CL,  Ul  1  L*i  1  1 1 L.  —  l_aUUI£3LUiy 

307  1 

381 

434 

H  F  Ahmanson 

430 

15.3 

433 

■ 

Alexander  &  Alexandr 

360 

46.8 

485 

433 

Pioneer  Hi-Bred  Intl 

306  J 

382 

386 

Allied  Stores 

429 

-1.6 

434 

483 

Oscar  Mayer 

358 

11.2 

486 

442 

First  Natl  Boston 

306  1 

383 

431 

Columbus  &  So  Ohio 

428 

13.3 

435 

372 

North  Amer  Philips 

356 

-22.2 

487 

■ 

Deluxe  Check  Printers 

305  § 

384 

342 

vji  nurinern  ixcKoobd 

497 

-16  1 

436 

uarier  nawiey  naie 

-4  6 

488 

475 

LKl  IV1UNIC 

305  i 
 — | 

385 

403 

Capital  Cities  Comm 

427 

2.2 

437 

■ 

San  Diego  Gas  &  Elec 

354 

25.5 

489 

487 

CleveTrust  Corp 

304  j 

386 

392 

So  New  England  Tel 

427 

-1.2 

438 

365 

MGIC  Investment 

354 

-24.5 

490 

425 

American  Airlines 

304  4\ 

387 

348 

Liberty  Natl  Life 

425 

-14  3 

439 

360 

Louisiana-Pacific 

353 

-26  1 

491 

■ 

Amsted  Industries 

304 

388 

441 

Airco 

421 

16.2 

440 

436 

First  City  Bancorp 

352 

-4.8 

492 

373 

Freeport  Minerals 

302  9 

389 

354 

Champion  Spark  Plug 

419 

-14.5 

441 

■ 

Amdahl 

350 

49.1 

493 

455 

Pullman 

301  -i 

390 

367 

Texas  Gas  Transmn 

418 

-10.6 

442 

391 

Cleveland-Cliffs 

349 

-19.4 

494 

498 

ACF  Industries 

301  1 

391 

276 

Tandy 

417 

-35.8 

443 

451 

Gt  Western  Financial 

347 

-1.0 

495 

Wal-Mart  Stores 

301  j 

392 

411 

Crum  &  Forster 

416 

3.9 

444 

■ 

Petrolane 

344 

40.5 

496 

Indianapolis  P  &  L 

301 

393 

293 

Rohm  &  Haas 

414 

-32.8 

445 

493 

Toledo  Edison 

343 

11.1 

497 

Tucson  Gas  &  Electric 

301 

394 

314 

Joy  Manufacturing 

414 

-27.1 

446 

■ 

Hospital  Corp  of  Am 

341 

29.4 

498 

Ideal  Basic  Inds 

298  ; 

395 

402 

Homestake  Mining 

414 

-1.3 

447 

387 

Willamette  Inds 

341 

-21.9 

499 

Boston  Edison 

297  1 

396 

415 

N  Y  State  Elec  &  Gas 

411 

4.1 

448 

449 

IU  International 

340 

-3.2 

500 

Monumental  Corp 

297  ;r 

Not  on  500  list  in  1976. 
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AL  OPPORTUNITY  EMPLOYER 


Ohio  is  the  transportation 
center  of  America. 


t-vrnight 
'eivery  to  70% 
hie  Nation's 
[<  kets 


oving  people  and  products  in 
wketplace  by  the  most  ef fi- 
nd economical  means  is  es- 
to  profitable  operations.  If  it 

00  long  or  costs  too  much, 
lost  money. 

lio  has  the  best  integrated 
k  of  transportation  for  you. 
ail,  air  and  water  transporta- 
stems  have  been  developed 

1  and  flexible  mobility. 

ith  over  1500  miles  of  inter- 
ghway,  Ohio  is  second  in  the 
in  the  number  of  miles  of 


completed  interstate  highways.  This 
is  one  reason  Ohio  has  gained  rec- 
ognition as  a  regional  distribution 
center. 

Ohio  has  more  miles  of  railroad 
trackage  per  square  mile  of  land 
area  than  any  other  state.  If  rail  ship- 
ments figure  in  your  operation, 
you'll  find  good  access  in  Ohio. 

Ohio  offers  seven  major  air 
terminals  with  round-the-clock  pas- 
senger and  cargo  operations.  Direct 
service  is  offered  to  all  of  North 
America. 

Ohio  offers  something  extra  in 
the  availability  of  economical  water- 
borne  transportation.  Deepwater 
ports  on  Lake  Erie  provide  access  to 
international  waters  and  highly  eco- 
nomical barge  transport  is  offered 
from  the  Ohio  River  landings  on  our 


eastern  and  southern  borders. 

Ohio  has  the  ways  to  reach  your 
markets  faster.  About  70  per  cent  of 
America's  population  is  within  over- 
night reach  from  Ohio,  and  our 
complete  transportation  systems  are 
waiting  for  you. 

Learn  how  you  can  profit  more  with 
Ohio's  total  transportation  facilities. 
Write  or  call  James  A.  Duerk,  Director, 
Ohio  Department  of  Economic  and 
Community  Development,  P.  O.  Box 
1001,  Columbus,  Ohio  43216  (614) 
466-3379. 


Profit  is  Not  a 
Dirty  Word  in  Ohio. 


I 


The  Dimensions  Of  American 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common  N 

: 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

464 

313 

"7  A 
/4 

159 

Abbott  Laboratories  (Dec) 

1    O  A  O    A  CO 

1  ,<c4j,4do 

1  ,^44,976 

1 ,674,943 

■ 

484 

494 

■ 

ACF  Industries  (Dec) 

788,821 

705,704 

301,220 

16 

23 

65 

25 

Aetna  Life  &  Casualty  (Dec) 

20,806,334 

8,128,714 

1,973,099  4 

40 

418 

381 

198 

H  F  Ahmanson  &  Co  (Dec) 

9,487,946 

864,688 

429,878 

■ 

389 

223 

309 

Air  Products  &  Chemicals  (Sept) 

1,031,805 

947,239 

725,239 

4U1 

Joo 

Airco  (Dec) 

eo/,43^ 

oon  QO"7 

A  on  Cfl3 

a 

446 

■ 

■ 

Akzona  (Dec) 

674,937 

808,847 

147,986 

261 

■ 

■ 

■ 

Alabama  Bancorporation  (Dec) 

2,126,938 

146,352 

140,112 

■ 

205 

■ 

■ 

•  Albertson's  (Jan) 

408,310 

1,816,495 

220,170 

■ 

316 

■ 

446 

Alco  Standard  (Sept) 

514,920 

1,235,362 

234,554 

A  OQ 
4JJ 

Alexander  &  Alexander  Services  (Dec) 

oc-j  ca£ 
JO  / ,  D4o 

o  i  o  a  no 

c  i  y,4u^ 

oby  ,b  i  o 

a 

370 

■ 

■ 

Allegheny  Ludlum  Industries  (Dec) 

1,075,912 

1,002,065 

135,869 

226 

462 

237 

288 

Allegheny  Power  System  (Dec) 

2,375,900 

781,062 

696,641 

408 

■ 

■ 

■ 

Allied  Bancshares  (Dec) 

1,440,086 

99,611 

123,464 

173 

112 

104 

124 

Allied  Chemical  (Dec) 

2,872,162 

2,922,751 

1,246,965  1 

AAQ 

44o 

iy  i 

QQO 

OQO 
£OY 

AIIIjuJ  Ci«.nP  Mut 

Allied  stores  (Jan) 

i  ooc  i  cq 

i  .^yo,  i  do 

1  nil  ni  i 

1  ,y<:  /  ,U  1 1 

4<^y  ,oci 

■ 

408 

■ 

■ 

Allied  Supermarkets  (June) 

139,318 

897,416 

12,393 

485 

247 

■ 

317 

AM  is  Chalmers  (Dec) 

1,146,130 

1,537,670 

290,738 

127 

93 

77 

74 

Aluminum  Company  of  America  (Dec) 

3,802,027 

3,416,454 

1,617,468 

160 

294 

110 

303 

AMAX  (Dec) 

2,996,160 

1,337,700 

1,176,095 
 1 

■ 

A  A  1 

■ 

Amdahl  (Dec) 

i  cc  ono 
lbb.oUo 

loo.oUo 

O  A  Q  "7  A  O 

oiy,  /4o 

159 

60 

228 

87 

Amerada  Hess  (Dec) 

2,997,954 

4,591,253 

715,173  1 

269 

152 

490 

257 

American  Airlines  (Dec) 

2,069,141 

2,277,989 

304,013 

434 

■ 

■ 

■ 

American  Bank  &  Trust  Pa  (Dec) 

1,343,938 

104,001 

94,276 

179 

119 

116 

102 

American  Brands  (Dec) 

2,821,479 

2,891,952 

1,119,118 

OQ  1 

IOC 

loo 

American  Broadcasting  Companies  (Dec) 

yoi.ouo 

1    C1C  Q"7  O 

1  ,b  lb.o/ii 

*?on  OOQ  1 

- 

251 

92 

214 

174 

American  Can  (Dec) 

2,175,500 

3,441,700 

745,356 

248 

141 

100 

121 

American  Cyanamid  (Dec) 

2,222,251 

2,412,311 

1,277,901  11 

58 

182 

48 

58 

American  Electric  Power  (Dec) 

7.449,675 

2,031,247 

2,509,772 

32 

90 

47 

52 

American  Express  (Dec) 

12,346,178 

3,446,229 

2,554,802  2 

i  no 

Job 

■ 

■ 

tt American  Financial  (Dec) 

O  /"Art  AfiA 

ncft  nnn 

you.uuu 

111    Q  1  O 

1 1  l.olo 

243 

■ 

■ 

■ 

American  Fletcher  Corp  (Dec) 

2,229,918 

170,963 

78,098 

78 

239 

333 

145 

American  General  Insurance  (Dec) 

5,189,615 

1,573,707 

492,614  I 

354 

128 

25 

41 

American  Home  Products  (Dec) 

1,611,305 

2,685,127 

4,337,103 

■ 

258 

144 

269 

American  Hospital  Supply  (Dec) 

1,044,199 

1,488,160 

991,835 

163 

290 

98 

151 

American  International  Group  (Dec) 

2,955,874 

1,350,874 

1,322,014  1 

■ 

154 

■ 

■ 

American  Motors  (Sept) 

957,343 

2,236,896 

109,424 

229 

■ 

452 

385 

American  National  Financial  (Dec) 

2,341,490 

542,121 

334,983 

174 

225 

149 

146 

American  Natural  Resources  (Dec) 

2,841,498 

1,641,877 

962,007 

■ 

352 

460 

484 

American  Petrofina  (Dec) 

854,116 

1,076,369 

323,524 

355 

■ 

■ 

■ 

American  Security  Corp  (Dec) 

1,606,697 

99,459 

112,619 

490 

209 

339 

237 

American  Standard  (Dec) 

1,127,147 

1,792,217 

485,447 

■ 

88 

■ 

■ 

American  Stores  (Mar) 

590,216 

3,464,655 

161,467 

1 

4 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

93,972,292 

36,494,806 

39,181,736  4,5 

■ 

318 

451 

454 

AMF  (Dec) 

827,411 

1,229,226 

337,331 

■ 

297 

■ 

■ 

Amfac  (Dec) 

801,247 

1,322,107 

209,576 

■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
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FORBES,  MAY  15, 


taster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977  - 
Earnings 


Shares 

MarUAt 
ividl  r\cl 

Nnmhor  nf 

lltlil  IUCI  Ul 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

,  

29,645 

NYSE 

ABT 

3.96 

1.10 

56% 

North  Chicago,  III 

26.1 

Edward  J  Ledder 

8,731 

NYSE 

ACF 

4.12 

1.95 

34% 

New  York,  NY 

13.2 

John  F  Burditt 

30,0/ O 

NYSE 

AET 

7.76 

1.40 

36% 

naiiiuiu,  \aj\w\ 

34.5 

Inhn  H  Filer 

22,775 

NYSE 

AHM 

4.55 

0.60 

18% 

Los  Angeles,  Cal 

3.8 

William  H  Ahmanson 

28,302 

NYSE 

APD 

2.40 

0.25 

25% 

Allentown,  Pa 

13.7 

Edward  Donley 

it,  ir4 

IN  Tot 

AM 
MIN 

A  ICl 

i  .CD 

0472 

Montvale,  NJ 

1  A  A 

Richard  Giordano 

12,462 

NYSE 

AXO 

0.60 

1.10 

11% 

Asheville,  NC 

15.2 

Claude  S  Ramsey 

r 

J,OJU 

OTP 

ARNT 

3  ACl 

1  39 

OA 

Dli  1 1 II l  Igl  Idl 1 1 ,  Mid 

2  9 

Inhn  W  Wnnric 

JUI 1 1 1  » I  VVUUU3 

7,339 

NYSE 

ABS 

3.27 

0.78 

30 

Boise,  Ida 

20.4 

Warren  E  McCain 

10,198 

NYSE 

ASN 

4.14 

1.01 

23 

Valley  Forge,  Pa 

14.5 

Tinkham  Veale  II 

7,086 

OTC 

MLS 

4.05 

1.40 

50% 

New  York,  NY 

5.2 

William  L  Carter  Jr 

7,295 

NYSE 

AG 

2.53 

1.28 

18% 

Pittsburgh,  Pa 

25.2 

Robert  J  Buckley 

NVQF 

AYP 
Mir 

Mow  Ynrk  MY 
INcW  T  Ul  K,  IN  I 

3.  J 

^iidricb  d  r  1  fie ii 

4,221 

OTC 

ALBN 

4.07 

0.92 

29% 

Houston,  Tex 

1.1 

Gerald  H  Smith 

28,180 

NYSE 

ACD 

4.93 

1.85 

44% 

Morristown,  NJ 

32.9 

John  T  Connor 

19,739 

NYSE 

ALS 

3.81 

1.00 

21% 

New  York,  NY 

55.0 

Thomas  M  Macioce 

5,218 

NYSE 

ASU 

-2.51 

none 

2% 

Detroit,  Mich 

8.5 

Earl  W  Smith 

1  1  7A7 

NY^F 

III  JL 

AN 

3.  J<- 

Z.H7& 

Wosi  Allk  Wkr 
Wcbl  rMllb,  VVIbt- 

LfdVIU  V-  ot-UU 

34,691 

NYSE 

AA 

5.58 

1.70 

46% 

Pittsburgh,  Pa 

45.8 

W  H  Krome  George 

32,444 

NYSE 

AMX 

1.62 

1.75 

36y* 

Greenwich,  Conn 

15.2 

Pierre  Gousseland 

6,388 

ASE 

AMH 

3.38 

0.15 

54% 

Sunnyvale,  Cal 

1.7 

Gene  M  Amdahl 

25,772 

NYSE 

AHC 

4.49 

0.74 

27% 

New  York,  NY 

7.3 

Leon  Hess 

?h  fin 

IN  TOL 

AMR 

0  ^a 

nons 

1  DVa 

Nova/  VnrL  NY 
i  icw  i  ur  k,  in  i 

o  / .  o 

MIUcIl  v  i*dbcy 

5,531 

OTC 

APEN 

2.34 

0.89 

17Vb 

Reading,  Pa 

1.6 

Samuel  A  McCullough 

26,026 

NYSE 

AMB 

5.87 

2.98 

43 

New  York,  NY 

54.0 

Robert  K  Heimann 

17,785 

NYSE 

ABC 

6.04 

1.10 

40% 

New  York,  NY 

9.7 

Leonard  H  Goldenson 

19,235 

NYSE 

AC 

5.76 

2.45 

38% 

Greenwich,  Conn 

48.8 

William  F  May 

c 

47  772 

NY^F 

M  1  JL 

APY 

?  0,9 

1 

I  .  JU 

9fi3<i 

C.\J  74 

Wdyilc,  INJ 

A1  fi 

Lrl  JdlTlCb  U  MllltrCK 

7 

102,965 

NYSE 

AEP 

2.42 

2.08 

24% 

New  York,  NY 

20.4 

Willis  S  White  Jr 

4 

71,214 

NYSE 

AXP 

3.52 

1.20 

35% 

New  York,  NY 

35.4 

James  D  Robinson  III 

7,156 

OTC 

AFIN 

2.43 

0.04 

15% 

Cincinnati,  Ohio 

5.7 

Carl  H  Lindner 

4,594 

OTC 

AFLT 

2.88 

1.16 

17 

Indianapolis,  Ind 

2.4 

Frank  E  McKinney  Jr 

21,418 

NYSE 

AGC 

5.22 

0.74 

23 

Houston,  Tex 

8.9 

Benjamin  N  Woodson 

156,292 

NYSE 

AHP 

1.94 

1.15 

27% 

Npw  York  NY 

49.0 

William  P  9  arv\rtp 
v*  hi  idiii  r  Ldjjiji  ic 

M 

37,252 

NYSE 

AHS 

2.01 

0.52 

26% 

Evanston,  III 

28.1 

Karl  D  Bays 

52 

31,665 

OTC 

AIGR 

3.84 

0  27 

41% 

New  York,  NY 

12.7 

Maurice  R  Greenberg 

12 

30,186 

NYSE 

AMO 

0.10 

none 

3% 

Southfield,  Mich 

29.1 

Gerald  C.  Meyers 

S3 

30,803 

OTC 

ANAT 

1.77 

0.45 

10% 

Wilmington,  Del 

9.8 

Orson  C  Clay 

33 

21,143 

NYSE 

ANR 

5.90 

2.76 

45% 

Detroit,  Mich 

10.9 

Arthur  R  Seder  Jr 

34 

10,695 

ASE 

API  A 

3.65 

2.20 

3oy4 

Dallas,  Tex 

2.8 

Richard  1  Galland 

2,435 

OTC 

ASEC 

7.24 

2.80 

46% 

Washington,  DC 

1.1 

Carleton  M  Stewart 

12,609 

NYSE 

AST 

5.62 

1.73 

38% 

New  York,  NY 

51.2 

William  A  Marquard 

'9 

5,294 

NYSE 

ASC 

4.91 

2.00 

30% 

Wilmington,  Del 

42.7 

William  R  Deeley 

647,632 

NYSE 

T 

6.97 

4.10 

60% 

New  York,  NY 

946.1 

John  D  deButts 

19,843 

NYSE 

AMF 

2.16 

1.24 

17 

White  Plains,  NY 

28.4 

W  Thomas  York 

18 

12,328 

NYSE 

AMA 

1.22 

1.00 

17 

Honolulu,  Haw 

23.6 

Henry  A  Walker  Jr 

re  a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

He 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

■ 

■ 

143 

277 

AMP  (Dec) 

560.246 

632.975 

995.759 

7 

JOJ 

Mrniidi  June/ 

J\)  C.  ,\J~JO 

J  JU.  J  /  H 

1  fiA  373 

t 

■ 

■ 

491 

■ 

Amsted  Industries  (Sept) 

309.730 

545,830 

303.970 

■ 

388 

467 

485 

Anderson-Clayton  (June) 

544.603 

947,953 

318.864 

\ 

419 

201 

169 

227 

Anheuser-Busch  (Dec) 

1.403.820 

1.838.048 

891.476 

c 

■ 

244 

449 

482 

ARA  Services  (Sept) 

669.759 

1.539.933 

339.066 

3 

l  fi3 

LOO 

;  -  - 

3  3R 

Archer  Daniels  Midland  (June) 

7-30  QOl 

c.  1  14.  IOO 

£ 

u 

443 

u 

■ 

■ 

Arizona  Bank  (Dec) 

1.315,461 

94,868 

51.834 

344 

■ 

298 

249 

Arizona  Public  Service  (Dec) 

1.673.171 

493.684 

564.740 

8 

■ 

■ 

365 

422 

Arkansas  Louisiana  Gas  (Dec) 

814.110 

454.469 

442.987 

4 

373 

424 

■ 

■ 

Arlen  Realty  &  Development  (Feb) 

1,563.297 

848.989 

59.274 

-4 

1  70 
1  1  £. 

■  ^  ■ 

1 

LOO 

Armco  oieei  luecj 

QAC\  7fln 
o*HJ,  /  OU 

11 

■ 

349 

358 

472 

Armstrong  Cork  (Dec) 

822.390 

1.089,377 

457.009 

4 

379 

362 

401 

■ 

ASARCO  (Dec) 

1.529.642 

1.045.794 

400.845 

-2 

197 

57 

186 

96 

Ashland  Oil  (Sept) 

2,610.391 

4.785.578 

834.907 

16 

■ 

266 

450 

459 

Associated  Dry  Goods  (Jan) 

814,191 

1.467,755 

337.875 

4 

370 

Atlantic  Bancorp  (Dec) 

CO  OOA 

35 

16 

17 

14 

Atlantic  Richfield  (Dec) 

11.119,012 

10.969.091 

5.348.035 

70 

■ 

■ 

380 

■ 

Automatic  Data  Processing  (June) 

170,610 

245.487 

430.786 

2 

114 

246 

■ 

210 

Ave©  (Nov) 

4.125.632 

1.537.888 

199.600 

9 

■ 

481 

■ 

474 

Avnet  (June) 

370.324 

719,647 

234,784 

4 

A  Q 

4,5 

1 1 

Avon  Products  (Dec) 

L.VOO.BXA) 

l,b4is,4/ 1 

-  —  z  _  — 

1  a 

ly 

340 

■ 

m 

■ 

Bache  Group  (July) 

1.693,742 

265.750 

38.561 

■ 

483 

242 

345 

Baker  International  (Sept) 

640.418 

708.696 

692.904 

6 

204 

454 

193 

201 

Baltimore  Gas  &  Electric  (Dec) 

2.528.972 

792,522 

816.269 

10 

161 

■ 

■ 

■ 

BanCal  Tri-State  (Dec) 

2.982,737 

241.664 

73.899 

2 

Banco  Popular  de  Puerto  Rico  (Dec) 

1,**/  1 .  SoD 

*♦  /  ,DUU 

128 

■ 

■ 

■ 

BancOhio  Corp  (Dec) 

3.796.913 

279,267 

148.007 

2 

66 

■ 

■ 

■ 

Bank  of  New  York  Company  (Dec) 

6.449.584 

368.874 

183,597 

2! 

292 

■ 

■ 

■ 

Bank  of  Virginia  Company  (Dec) 

1,949.461 

176,084 

62,829 

1 

2 

48 

34 

29 

BankAmerica  Corp  (Dec) 

81.988.575 

5.423.564 

3.334.649 

39 

12 

268 

426 

340 

Bankers  Trust  New  York  Corp  (Dec) 

23.473.678 

1,463.839 

367,447 

6 

182 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

2.756.087 

209.604 

141.412 

1! 

■ 

427 

102 

280 

Barter  Travenol  Laboratories  (Dec) 

964.189 

844,446 

1.265.970 

7! 

224 

■ 

■ 

■ 

BayBanks  (Dec) 

2.395.563 

169,332 

81.026 

i: 

260 

50 

55 

82 

Beatrice  Foods  (Feb) 

2.128.875 

5.288.578 

2.236.362 

IS 

■ 

■ 

281 

428 

Bectcn,  Dickinson  (Sept) 

543.228 

596.239 

599.130 

M 

■ 

■ 

■ 

458 

Belco  Petroleum  (Dec) 

476.296 

387.596 

242.912 

« 

312 

98 

206 

158 

Bendix  (Sept) 

1.810,600 

3.302.500 

787.108 

in 

121 

204 

355 

245 

ft  Beneficial  Corp  (Dec) 

3.963,501 

1.819.047 

463.145 

St 

83 

49 

161 

■ 

Bethlehem  Steel  (Dec) 

4.898.900 

5.370.000 

922.423 

— 

■ 

■ 

244 

414 

Big  Three  Industries  (Dec) 

515,830 

341,171 

691.518 

c 

■ 

444 

250 

400 

Black  &  Decker  Manufacturing  (Sept) 

702.725 

811.682 

669.888 

51 

■ 

415 

■ 

294 

Blue  Bell  (Sept) 

491.146 

873.705 

289.835 

7( 

382 

■ 

■ 

■ 

Boatmen's  Bancshares  (Dec) 

1.514,021 

85.540 

59.825 

c 

218 

65 

108 

86 

Boeing  (Dec) 

2,440.400 

4.018.800 

1.198,575 

18C 

■  Not  on  500  list. 

+t  Figures  include  unconsolidated  subsidiaries. 


Considering  change  of  name  to  Armco  Inc. 
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osier  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

1 

Shares 

Before 

Market 

Number  of 

r 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

0) 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

» 

Jo,  /  1U 

INYot 

A  M  D 

Z.Uo 

n  a  q 

U.4G 

£/VB 

Harrisburg,  Pa 

1C  1 

1 D.  1 

Joseph  D  Brenner 

10 

Q  QQt; 

o.ooD 

IN  Tot 

ACD 

Hon 

o.UD 

xt5Y2 

INeW  YOlK,  INY 

St  A 

Robert  T  Quittmeyer 

7 

5,380 

NYSE 

AD 

6.62 

2.25 

56Vz 

Chicago,  III 

11.0 

Goff  Smith 

!9 

14,016 

NYSE 

AYL 

2.90 

1.00 

22% 

Houston,  Tex 

15.4 

Thomas  J  Barlow 

0 

45,138 

OTC 

ABUD 

2.04 

0.71 

19% 

St  Louis,  Mo 

14.0 

August  A  Busch  III 

so 

B 

y,yoo 

IN  Tot. 

ADA 

O.oo 

j.  .oy 

1A  1A 

rniiaueipnia,  ra 

QQ  7 

oy.  / 

Wiliam  S  Fishman 

IT 

MVQC 
IN  Tot 

A  TIM 

1  Q7 

i  .y  / 

n  iq 
u.  iy 

1  /  78 

Pli^i-  ntt  ir  III 

uecaiur,  in 

A  Q 

4.y 

Dwayne  0  Andreas 

13 

3,912 

OTC 

ABKP 

2.17 

0.54 

13% 

Phoenix,  Ariz 

1.8 

Don  B  Tostenrud 

!8 

26,576 

NYSE 

AZP 

3.02 

1.53 

21V4 

Phoenix,  Ariz 

4.6 

Keith  L  Turley 

(B 

12,567 

NYSE 

ALG 

3.78 

1.85 

35% 

Shreveport,  La 

4.7 

t  E  S  Nelson/D  W  Weir 

1  Q  7RQ 

iy,  /  DCs 

MVQC 

IN  Tot 

ADC 
Ant 

O  A~7 

none 

Q 
O 

iNew  York,  (nt 

lb. 4 

Arthur  G  Cohen 

OQ  £"3  1 

IN  Yot 

AC 

rto 

J.OU 

i  on 

Middletown,  Ohio 

1 

DU.  1 

Laivtn  w  verity  Jr 

25,747 

NYSE 

ACK 

1.55 

1.00 

17% 

Lancaster,  Pa 

23.1 

Harry  A  Jensen 

26,723 

NYSE 

AR 

-1.10 

0.70 

15 

New  York,  NY 

13.0 

Charles  F  Barber 

27,374 

NYSE 

ASH 

5.60 

1.93 

30% 

Russell,  Ky 

32.0 

Orin  E  Atkins 

— 

1  O  C  1  c 

lO,  D I  D 

iNYot 

1 .  DU 

iNew  TOrK,  INT 

R9  7 

mcnara  n  rivirono 

D,*:4o 

ADAM 

1   Q  1 

1 .0 1 

U.  1  £ 

10 

Jacksonville,  Fla 

Dill,.   1  UI^ILa. 

billy  J  walker 

104,098 

NYSE 

ARC 

5.76 

1.80 

51% 

Los  Angeles,  Cal 

51.3 

Robert  0  Anderson 

14,919 

NYSE 

AUD 

1.58 

0.32 

28% 

Clifton,  NJ 

8.0 

Frank  R  Lautenberg 

11,571 

NYSE 

AV 

7.42 

none 

17% 

Greenwich,  Conn 

24.0 

James  R  Kerr 

PC! 

14,0/4 

M  VC  C 

INYot 

A  \/T 

AV  1 

U.OD 

lb 

M„..,  \Jnr\j  MV 

INew  YorK,  INT 

in  0 
1U.  d. 

Simon  Sheib 

CO  r\QC, 

MVQC 
IN  Tot 

A\/D 
HVr 

j.ju 

o  on 

AQl/a 

iNew  TOrK,  INT 

07  1 

uaviu  vy  nniicneii 

!7< 

7,011 

NYSE 

BAC 

0.61 

0.40 

5V2 

New  York,  NY 

6.3 

Harry  A  Jacobs  Jr 

8) 

14,398 

NYSE 

BKO 

4.24 

0.60 

48Vs 

Orange,  Cal 

13.8 

Earnest  H  Clark  Jr 

6. 

30,658 

NYSE 

BGE 

2.86 

2.12 

26% 

Baltimore,  Md 

8.3 

C  Edward  Utermohle  Jr 

fc 

M  VC  C 

INYot 

DMr* 
□  INL 

a  no 

U.bU 

^  1 

San  Francisco,  Cal 

Chauncey  E  Schmidt 

<:,oUU 

U 1 U 

DrUr 

o.uy 

1^1 
1.41 

1  7 
1  / 

ban  Juan,  rK 

Rafael  Carrion  Jr 

7,309 

OTC 

B0HI 

3.54 

1.23 

20% 

Columbus,  Ohio 

5.5 

Robert  G  Stevens 

m 

5,995 

NYSE 

BK 

4.94 

2.32 

30% 

New  York,  NY 

5.3 

Elliott  Averett 

M 

4,296 

NYSE 

BKV 

2.57 

0.88 

14% 

Richmond,  Va 

3.2 

Frederick  Deane  Jr 

\~)( 

1  A  C  "7*7 "7 
14D,  /// 

NYSE 

BAM 

2.72 

0.87 

22% 

San  Francisco,  Cal 

"7  o  n 

Alden  W  Clausen 

it 

- 

1U,D/ 4 

Mvcr 

DT 
D  1 

O.UO 

Q  /"Id 

o.UU 

"ZA  3/. 

INew  YorK,  INY 

in  c 
l^.D 

AI|.A>J  DfiUiin  III 

Airrea  brittain  in 

/If 

o.oUb 

OTC 

BNET 

1.84 

0.73 

16% 

Jacksonville,  Fla 

4.7 

Guy  W  DOtts 

)K 

33,315 

NYSE 

BAX 

2.27 

0.29 

38 

npprfiplrl  III 

30.0 

William  R  firaham 

VVIIIIdlll  O  vllaMalil 

>o; 

3,029 

OTC 

BBNK 

4.36 

2.11 

26% 

Boston,  Mass 

3.7 

William  M  Crazier  Jr 

12': 

89,904 

NYSE 

BRY 

2.13 

0.93 

24% 

Chicago,  III 

80.0 

Wallace  N  Rasmussen 

31 

19,020 

NYSE 

BDX 

2.45 

0.63 

3116 

Rutherford,  NJ 

17.7 

Wesley  J  Howe 

3J 

7,591 

NYSE 

BPC 

5.51 

1.00 

32 

New  York,  NY 

2.3 

Arthur  B  Belfer 

iOC 

21,491 

NYSE 

BX 

5.29 

2.07 

36% 

Southfield,  Mich 

80.6 

William  M  Agee 

)1C 

21,924 

NYSE 

BNL 

3.64 

1.60 

21% 

Wilmington,  Del 

25.1 

Finn  M  W  Caspersen 

oc 

43,665 

NYSE 

BS 

-10.27 

1.50 

21% 

Bethlehem,  Pa 

94.1 

Lewis  W  Foy 

*e 

20,044 

NYSE 

BIG 

2.46 

0.40 

34V2 

Houston,  Tex 

3.8 

Harry  K  Smith 

9S 

41,868 

NYSE 

BDK 

1.24 

0.48 

16 

Towson,  Md 

17.2 

Francis  P  Lucier 

>6< 

12,466 

NYSE 

BBL 

5.64 

1.15 

23% 

Greensboro,  NC 

27.5 

L  Kimsey  Mann 

>22 

2,393 

OTC 

BOAT 

4.06 

1.76 

25 

St  Louis,  Mo 

1.6 

Donald  N  Brandin 

K 

42,616 

NYSE 

BA 

4.24 

0.85 

28% 

Seattle,  Wash 

79.5 

Thornton  A  Wilson 

are  ta  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978.  t  Office  held  jointly. 
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How  Armco  turn 
into  an  internation 


Armco 


staff  of  four 
company. 

Today,  Bellefonte  Insurance 
operates  in  a  growing  number  of 
locations,  from  its  headquarters 
in  Ohio  to  Texas  and  California, 
Bermuda  to  France  and  England. 
Seed  for  this  major  international 
insurance  company  was  the  ex- 
pertise developed  in  the  fifties  by 
Armco's  small  captive  insurer. 

Since  1970,  Bellefonte  has 
grown  into  one  of  the  nation's 
100  largest  insurance  organiza- 
tions and  one  of  the  top  ten 
reinsurers.  During  this  growth, 
it  has  become  an  important  con- 
tributor to  Armcos  income. 

Known  nationally  and  inter- 
nationally, Bellefonte  now  is 
active  in  reinsurance,  excess  and 
surplus  lines  insurance,  corporate 
risks,  commercial  and  industrial 
coverages.  Future  plans  call  for 
more  growth. 

Armco  is  important  in  steel, 
but  is  also  growing  steadily  in 
many  industrial  and  financial 
businesses.  Insurance  is  one  of 
them. 

Armco  Steel  Corporation, 
Dept.  #28,  General  Offices, 
Middletown,  Ohio  45043. 


ARMCO 
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The  Dimensions  Of  American  Busines 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Net 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

($ 

oiy 

1  A  7 

14/ 

1  CO 

Boise  Cascade  (Dec) 

1    7QQ  f\A  Q 

i ,  /yy  ,u4o 

o  o  i  c  7un 
c.il  0,1  OKI 

CO  A   1  A  A 

bo4,  /  44 

300 

87 

151 

142 

Borden  (Dec) 

1,901,625 

3,481,278 

952,591 

402 

181 

294 

197 

Borg-Warner  (Dec) 

1,450,200 

2,031,900 

572,776 

■ 

494 

■ 

■ 

Borman's  (Jan) 

97,501 

687,229 

9,506 

397 

■ 

499 

494 

Boston  Edison  (Dec) 

1,467.516 

589,377 

297,026 

A  Cfi 
40O 

Braniff  International  (Dec) 

7Q  1    1  R7 

■ 

■ 

415 

■ 

Briggs  &  Stratton  (June) 

213,303 

388,852 

379,680 

385 

156 

57 

91 

Bristol-Myers  (Dec) 

1,493,950 

2,191,433 

2,121.401 

17- 

444 

■ 

■ 

■ 

Broadview  Financial  (Dec) 

1,308,454 

99,005 

28,615 

■ 

410 

■ 

■ 

Brown  Group  (Oct) 

399,151 

891,046 

168,928 

DUU 

Brunswick  (Dec) 

00c  onn 



3 

■ 

■ 

369 

398 

Bucyrus-Erie  (Dec) 

621,467 

546,634 

437,783 

s 

■ 

301 

■ 

432 

2  Budd  (Dec) 

655,476 

1,284,586 

177,268 

4 

322 

142 

289 

233 

Burlington  Industries  (Sept) 

1,769,854 

2,388,180 

587,142 

8 

132 

167 

323 

273 

Burlington  Northern  (Dec) 

3,642,992 

2.109,442 

509,416 

7 

ley 

i  7n 
I  /U 

bo 

Burroughs  (Dec) 

O  ft-  C7Q 

^,bbo,  Doy 

o  nan  qhq 

O  Q£Q  ftcq 
i.ybO.UDJ 



■ 

■ 

■ 

477 

Cabot  (Sept) 

579,065 

574,836 

225,277 

1 

3 

206 

■ 

■ 

■ 

California  First  Bank  (Dec) 

2,520,478 

180.000 

75,882 

I 

■ 

■ 

469 

■ 

Cameron  Iron  Works  (June) 

487,965 

434,579 

318,049 

3 

■ 

210 

119 

191 

Campbell  Soup  (July) 

1,003,861 

1.769,132 

1,106,021 

m 

 A 

■ 

A  CO 

4  DO 

■ 

■ 

Campbell  Taggart  (Dec) 

O  OO  COO 

/o/,4<£U 

occ  r\ca 
<cbo,Ubb 

* 
i 

■ 

■ 

385 

448 

Capital  Cities  Communications  (Dec) 

435,096 

306,146 

427,248 

i 

250 

■ 

275 

306 

Capital  Holding  Corp  (Dec) 

2,179,345 

460,563 

607,872 

6 

471 

145 

114 

187 

Carnation  (Dec) 

1,214,648 

2,334,660 

1.119,330 

11 

181 

447 

177 

153 

Carolina  Power  &  Light  (Dec) 

2,763,553 

808,275 

853,990 

U 

■ 

299 

423 

370 

Carrier  (Oct) 

914,039 

1,310,430 

372,183 

c 

■ 

ice 

A  OC 

4.30 

409 

/■*       i     _   LJ_..„|_.„  •J_l—                        /  1  — _\ 

Carter  Hawley  Hale  Stores  (Jan) 

y  1 1,  /Ub 

i  cflc  i  nc 
l.DUO,  iyb 

O  C  A   A ac 

JD4,4Db 

■ 

368 

429 

440 

Castle  &  Cooke  (Dec) 

817,260 

1,018.764 

363,502 

I 

104 

42 

21 

22 

Caterpillar  Tractor  (Dec) 

4,345,666 

5,848,871 

4,733,682 

381 

125 

94 

83 

CBS  (Dec) 

1,518,105 

2,776,311 

1,372,254 

!! 

241 

■ 

■ 

■ 

CBT  Corp  (Dec) 

2.272,626 

168,187 

66,634 

281 

146 

286 

297 

Celanese  (Dec) 

2,010.000 

2,320,000 

596,148 

193 

331 

158 

167 

Central  &  South  West  (Dec) 

2,634,325 

1,167,434 

927,040 

1! 

332 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

1,730,629 

118,246 

132,408 

353 

■ 

■ 

■ 

Central  Bancshares  of  the  South  (Dec) 

1,616,241 

109,380 

104,360 

■ 

■ 

■ 

499 

Central  Illinois  Public  Service  (Dec) 

947,570 

349,718 

285,539 

■ 

158 

■ 

■ 

Central  Soya  (Aug) 

468,680 

2,177,385 

211,901 

433 

■ 

305 

333 

Central  Telephone  &  Utilities  (Dec) 

1,347,543 

481,926 

551,650 

231 

■ 

■ 

■ 

Centran  Corp  (Dec) 

2,333,901 

158,193 

94,161 

■ 

441 

477 

387 

Certain-teed  (Dec) 

611,276 

818,086 

313,220 

213 

106 

157 

123 

Champion  International  (Dec) 

2,464,657 

3,126,621 

927.479 

1 

■ 

■ 

389 

413 

Champion  Spark  Plug  (Dec) 

476,909 

569,430 

418,792 

■ 

276 

■ 

■ 

Charter  Company  (Dec) 

669,740 

1,431,826 

74,656 

30 

■ 

■ 

436 

Charter  New  York  Corp  (Dec) 

12,585.952 

672,452 

234,500 

4 

96 

150 

141 

Chase  Manhattan  Corp  (Dec) 

53,180,295 

3,345,880 

957,763 

1 

9 

195 

270 

205 

Chemical  New  York  Corp  (Dec) 

30,705,933 

1,880,356 

623,093 

1 

■ 

445 

227 

350 

Chesebrough- Pond's  (Dec) 

575,429 

810,607 

717,429 

Not  on  500  list. 


2  To  be  merged  into  Thyssen  AG. 
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FORBES,  MAY  15, 


loster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

i, 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

QQC 

MVQC 
llTot 

RPP 

a  nn 

1  p,3 

9R3^ 

Boise,  Ida 

"57  "5 
O  /  .  0 

John  B  Fery 

a  1 

IN  T  OL 

RM 
DIN 

1  =19 

OU/8 

No,.,  VnrLf  NV 
INcW  1  UlK,  IN  1 

^7  R 

Augustine  R  Marusi 

20,548 

NYSE 

BOR 

4.93 

1.65 

27% 

Chicago,  III 

39.3 

James  F  Bere 

2,925 

NYSE 

BRF 

0.18 

none 

3'/4 

Detroit,  Mich 

7.6 

Paul  Borman 

i 

11,535 

NYSE 

BSE 

2.06 

2.44 

25% 

Boston,  Mass 

3.9 

Thomas  J  Galligan  Jr 

T 

on  m  /l 

IN  T  ot 

D  IN  r 

1  R9 

n  97 

7}  J/8 

nil  t 

Dallas,  Tex 

11.0 

Harding  L  Lawrence 

1  A  A£.A 

MVCC 
IN  T  Ot. 

Wauwatosa,  Wise 

7  Q 

rreaencK  r  oiranon  jr 

63,090 

NYSE 

BMY 

2.72 

1.05 

335/8 

New  York,  NY 

31.0 

Richard  L  Gelb 

)] 

2,973 

0TC 

BDVF 

3.40 

0.28 

9% 

Cleveland,  Ohio 

0.6 

John  E  Rupert 

K 

7,305 

NYSE 

BG 

3.71 

1.40 

23V4 

St  Louis,  Mo 

23.8 

W  L  Hadley  Griffin 

1  f 

1  Q  RAH 

IN  T  ot 

RP 

1.0/ 

U,  jo 

1*178 

oKOKie,  III 

9R  ^ 
CD.  0 

K  Brooks  Abernathy 

IN  To  t 

RY 
D  T 

9  ^7 
^..0/ 

U.DO 

9 1  lA 

ouuin  ivi  1  iwdUftcc,  vvibc 

9 

7,310 

NYSE 

BF 

6.52 

1.40 

24'/4 

Troy,  Mich 

19.8 

Gilbert  F  Richards 

28,296 

NYSE 

BUR 

3.18 

1.40 

20% 

Greensboro,  NC 

69.0 

William  A  Klopman 

12,501 

NYSE 

BNI 

5.74 

1.60 

40% 

St  Paul,  Minn 

50.3 

Louis  W  Menk 

IN  Tot. 

Dun 

D.o  1 

n  W9 

79% 

/  C  78 

Detroit,  Mich 

j  1 .  j 

rdlli  O  IVIIlaDKO 

in  1  op 

IN  I  Ot 

PRT 

3  7Q 

n  R3 

DUbtUn,  IVIdbb 

O.o 

5,469 

OTC 

CFBK 

2.25 

0.90 

13% 

San  Francisco,  Cal 

3.6 

Masao  Tsuyama 

9,494 

0TC 

CAME 

3.12 

0.31 

33V2 

Houston,  Tex 

8.3 

Myron  A  Wright 

32,771 

NYSE 

CPB 

3.28 

1.48 

33% 

Camden,  NJ 

33.1 

Harold  A  Shaub 

in  Sin 

IN  Tot. 

PTI 

9  AO 

n  rr 

OAVt 
^4  V2 

Ualldb,   1  cX 

9 1  9 
^  1  .c 

Rill  ft  Maarl 
Dili  U  IVieaU 

7  1  HA 

IN  Tot 

Cs  Q9 
0  .Oil 

n  9n 

APIA 
OU78 

Mrti..  Vr>rl/  MV 

(New  TOrK,  IN  T 

4.D 

Thomas  S  Murphy 

28,775 

NYSE 

CPH 

2.37 

0.60 

21% 

Louisville,  Ky 

6.4 

Thomas  C  Simons 

37,311 

ASE 

CMK 

2.93 

1.10 

30 

Los  Angeles,  Cal 

22.2 

H  Everett  Olson 

36,340 

NYSE 

CPL 

2.61 

1.72 

23% 

Raleigh,  NC 

5.3 

Shearon  Harris 

9<1  907 

H  T  Ot 

PRR 
On  rc 

9  OP, 

n  79 

U.  /  £. 

I  O  /8 

O  MV 

Syracuse,  NY 

9^ 

Melvin  C  Holm 

IN  T  ot 

On  n 

9  37 

n  Q3 

1  R 
10 

Los  Angeles,  Cal 

^  7 

rnmp  1Y1  nawiey 

9Pi  Q91 

IN  To  t 

ur\  t 

9  1  c% 

n  73 

1  73U, 
J.  /  78 

Honolulu,  Haw 

3R  n 

uonaia  j  MrcnnorT 

85,263 

NYSE 

CAT 

5.16 

1.58 

54% 

Peoria,  III 

81.2 

Lee  L  Morgan 

27,583 

NYSE 

CBS 

6.50 

2.10 

49% 

New  York,  NY 

33.9 

John  D  Backe 

1  Q77 

PtTP 

9 

oDV2 

narTioro,  uonn 

waiter  j  connony  jr 

1  a  1  in 

MVCC 

P7 

A  7n 

^  QP 

A  91/.. 

Max,  Vrtrb  MV 

INew  TOrK,  INT 

■39  1 

John  D  Macomber 

C7  QAn 

INTot. 

pep 

0  p,n 

1  9£ 

1  A 

ri^ll^P  Taw 

uanas,  lex 

D.y 

oiias  b  rniinps  Jr 

4,00/ 

p,tp 

PQ  A  M 

J. OO 

1  QP 

1  .oU 

Cincinnati,  Ohio 

9  i 

Oliver  w  bircKneaa 

6,626 

OTC 

CBSS 

2.78 

0.54 

15% 

Birmingham,  Ala 

2.1 

Harry  B  Brock  Jr 

19,524 

NYSE 

CIP 

1.60 

1.28 

14% 

Springfield,  III 

2.4 

Kenneth  E  Bowen 

15,411 

NYSE 

CSY 

0.80 

0.70 

13% 

Fort  Wayne,  Ind 

9.5 

Joseph  F  Jones 

22,066 

NYSE 

CTU 

2.80 

1.47 

25 

Chicago,  III 

10.5 

Robert  P  Reuss 

3,863 

OTC 

CENB 

3.98 

1.88 

24% 

Cleveland,  Ohio 

2.6 

John  A  Gelbach 

13,258 

NYSE 

CRT 

3.68 

0.71 

23% 

Valley  Forge,  Pa 

11.2 

Donald  E  Meads 

B 

47,563 

NYSE 

CHA 

2.73 

1.03 

19% 

Stamford,  Conn 

43.2 

Andrew  C  Sigler 

2 

38,072 

NYSE 

CHM 

1.30 

0.68 

11 

Toledo,  Ohio 

14.0 

Robert  A  Stranahan  Jr 

7 

17,566 

NYSE 

CHR 

1.00 

0.13 

4% 

Jacksonville,  Fla 

7.9 

Raymond  K  Mason 

7 

8,375 

NYSE 

CN 

5.17 

2.12 

28 

New  York,  NY 

8.0 

Gordon  T  Wallis 

32,059 

NYSE 

CMB 

3.83 

2.20 

29% 

New  York,  NY 

30.8 

David  Rockefeller 

14,661 

NYSE 

CHL 

6.81 

2.94 

42% 

New  York,  NY 

16.3 

Donald  C  Platten 

3 

32,244 

NYSE 

CBM 

1.86 

0.84 

22V4 

Greenwich,  Conn 

16.7 

Ralph  E  Ward 

i  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The 


Dimensions  Of  American  Businelc 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common  M 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

152 

257 

263 

272 

Chessie  System  (Dec) 

3,064,427 

1,492,616 

632,154 

■ 

■ 

361 

362 

Chicago  Bridge  &  Iron  (Dec) 

649,473 

609,887 

447,440 

■ 

337 

■ 

492 

Chromalloy  American  (Dec) 

752,024 

1,134,856 

169,989 

55 

12 

211 

144 

Chrysler  (Dec) 

7,668,215 

16,708,300 

761,161  1 

275 

373 

373 

315 

Chubb  (Dec) 

2,035,354 

998,086 

434,105 

377 

492 

308 

276 

Cincinnati  Gas  &  Electric  (Dec) 

1,537,614 

689,866 

548,063 

46 

278 

249 

255 

tt  CIT  Financial  (Dec) 

8,549,086 

1,422,931 

676,643 

3 

46 

42 

32 

Citicorp  (Dec) 

77,112,434 

5,535,611 

2,809,347 

130 

62 

87 

67 

Cities  Service  (Dec) 

3,739,600 

4,388,200 

1,476,353  2 

139 

■ 

■ 

■ 

Citizens  &  Southern  Natl  Bank  (Dec) 

3,517,050 

277,557 

133,311 

432 

■ 

■ 

■ 

Citizens  Fidelity  Corp  (Dec) 

1,351,706 

90,997 

93,338 

88 

107 

■ 

252 

City  Investing  (Dec) 

4,720,994 

3,070,597 

289,173 

■ 

298 

357 

346 

Clark  Equipment  (Dec) 

924,093 

1,312,925 

458,481 

■ 

413 

■ 

■ 

Clark  Oil  &  Refining  (Dec) 

315,600 

875,990 

87,098 

■ 

■ 

442 

■ 

Cleveland-Cliffs  Iron  (Dec) 

354,615 

201,673 

349,068 

262 

■ 

225 

179 

Cleveland  Electric  Illuminating  (Dec) 

2,117,135 

659,290 

720,633 

96 

■ 

489 

426 

CleveTrust  Corp  (Dec) 

4,520,641 

318,005 

304,204 

■ 

416 

470 

■ 

Clorox  (June) 

311,622 

872,817 

317,590 

201 

89 

■ 

289 

Coastal  States  Gas  (Dec) 

2,571,518 

3,452,624 

228,806 

246 

81 

23 

38 

Coca-Cola  (Dec) 

2,223,924 

3,559,878 

4,552,062  3 

287 

73 

72 

99 

Colgate-Palmolive  (Dec) 

1,971,025 

3,837,204 

1,681,993  1 

■ 

■ 

335 

355 

Colonial  Penn  Group  (Dec) 

707,920 

566,868 

489,797 

■ 

358 

■ 

■ 

Colonial  Stores  (Dec) 

189,118 

1,053,167 

75,326 

492 

253 

412 

299 

Colt  Industries  (Dec) 

1,112,237 

1,525,484 

383,520 

140 

177 

154 

134 

Columbia  Gas  System  (Dec) 

3,501,641 

2,044,602 

942,181  l| 

462 

■ 

383 

386 

PnlnmHiiQ  SL  ^AiithArn  Ohin  Flprfrir  fftprl 

\*UIUIIIUUo  Ot  OUUlllCHI  WIIIU  \ISV\*J 

1  253  616 

320  551 

428,241 

■ 

■ 

363 

304 

Combined  Insurance  Co  of  America  (Dec) 

887,058 

511,801 

444,378 

347 

176 

288 

313 

Combustion  Engineering  (Dec) 

1,654,274 

2,044,764 

589,100 

290 

■ 

■ 

■ 

Commerce  Banchsares  (Dec) 

1,952,037 

135,473 

100,782 

62 

169 

63 

57 

Commonwealth  Edison  (Dec) 

6,829,692 

2,095,017 

2,031,616  2 

a 

400 

■ 

P/\mmnniuo3tth  Oil  Rj^finmo 
\*UIIIIMUIIWCalLII  \Jlt  nclllllllg  VL/CLJ 

JJU,  -J  U  c 

921  344 

35,625  \ 

■ 

Pftno  Millc  Trior  1 
IrUIIC  IVMMb  \LK\,f 

JlO,  JUL 

6S6  087 

184,736 

34 

64 

93 

61 

Connecticut  General  Insurance  (Dec) 

11,985,164 

4,178,734 

1,392,861  2 

63 

109 

81 

39 

Consolidated  Edison  (Dec) 

6,758,553 

3,022,900 

1,567,794  3 

475 

118 

240 

238 

Consolidated  Foods  (June) 

1,187,954 

2,891,977 

693,440 

■ 

347 

473 

397 

Consolidated  Freightways  (Dec) 

506,674 

1,103,037 

315,575 

256 

277 

179 

173 

Consolidated  Natural  Gas  (Dec) 

2,147,197 

1,426,795 

851,908  1| 

98 

227 

136 

105 

Consumers  Power  (Dec) 

4,385,050 

1,636,610 

1,018,075  1 

454 

■ 

■ 

■ 

Continental  Bank  (Dec) 

1,279,128 

95,123 

90,286 

67 

126 

92 

53 

Continental  Corp  (Dec) 

6,410,950 

2,772,928 

1,422,405  2 

186 

78 

120 

117 

Continental  Group  (Dec) 

2,723,800 

3,660,900 

1,105,476  lj 

11 

238 

147 

114 

Continental  Illinois  Corp  (Dec) 

25,800,280 

1,582,777 

964,701 

65 

22 

37 

31 

Continental  Oil  (Dec) 

6,625,229 

8,700,317 

3,220,620 

242 

469 

269 

274 

Continental  Telephone  (Dec) 

2,243,532 

753,038 

623,164 

74 

151 

345 

334 

tt  Control  Data  (Dec) 

5,705,230 

2,281,524 

481,563 

■ 

499 

324 

392 

Cooper  Industries  (Dec) 

496,284 

678,829 

508,645 

■ 

■ 

352 

310 

Adolph  Coors  (Dec) 

691,568 

593,120 

466,533 

■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
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oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977  - 
Earnings 


1 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

— ■ 

19,526 

NYSE 

CO 

4.01 

2.32 

32% 

Baltimore,  Md 

38.4 

Hays  T  Watkins 

K 

9,520 

NYSE 

CBH 

6.05 

2.20 

47 

Oak  Brook,  III 

9.0 

Marvin  G  Mitchell 

10,967 

NYSE 

CRO 

3.06 

0.92 

15y2 

Clayton,  Mo 

27.5 

Irving  A  Shepard 

60,290 

NYSE 

C 

2.07 

0.90 

12% 

Highland  Park,  Mich 

250.8 

John  J  Riccardo 

12,403 

OTC 

CHUB 

5.41 

1.57 

35 

New  York,  NY 

7.8 

William  M  Rees 

£0,/UU 

NYSE 

CIN 

o  on 

1    "7  A 
i  .  /4 

O  O  1/- 

£OV8 

Cincinnati,  Ohio 

4.4 

William  H  Dickhoner 

Oc 

20,740 

NYSE 

CIT 

3.94 

2.40 

32% 

New  York,  NY 

22.5 

Walter  S  Holmes  Jr 

122,813 

NYSE 

FNC 

2.99 

1.04 

22% 

New  York,  NY 

47.2 

Walter  B  Wriston 

27,660 

NYSE 

CS 

7.62 

3.00 

53% 

Tulsa,  Okla 

18.1 

Robert  V  Sellers 

28,824 

OTC 

CSGA 

-0.27 

0.38 

4% 

Atlanta,  Ga 

5.1 

Bennett  A  Brown 

— 

9( 

o  a  on 
£\4o9 

OTC 

CrUY 

A   A  1 

4.41 

1  AO 
1 .4B 

Louisville,  Ky 

1.6 

J  David  Grissom 

Bi 

22,460 

NYSE 

CNV 

3.01 

0.77 

12% 

Beverly  Hills,  Cal 

43.9  George  T  Scharffenberger 

13,686 

NYSE 

CKL 

4.39 

1.70 

33V2 

Buchanan,  Mich 

20.9 

Bert  E  PhilliDS 

7,110 

NYSE 

CKO 

2.01 

0.53 

12% 

Milwaukee,  Wise 

8.9 

Owen  L  Hill 

6,124 

NYSE 

CLF 

4.26 

2.00 

57 

Cleveland,  Ohio 

8.1 

Samuel  K  Scovil 

0£,000 

IN  lot 

L/Va 

O  Ql 

I .  /b 

OOl/. 
££74 

Cleveland,  Ohio 

4.8 

Karl  H  Rudolph 

9,149 

OTC 

CLVT 

5.11 

1.78 

33V4 

Cleveland,  Ohio 

4.2 

M  Brock  Weir 

22,685 

NYSE 

CLX 

1.44 

0.58 

14 

Oakland,  Cal 

6.0 

Robert  B  Shetterly 

18,678 

NYSE 

CGP 

3.56 

0.15 

12% 

Houston,  Tex 

O.tL 

uscar  o  wyan  jr 

122,203 

NYSE 

KO 

2.67 

1.54 

37V4 

Atlanta,  Ga 

34.6 

J  Paul  Austin 

~!~J  *70n 

//,  /BU 

NYSE 

CL 

2.07 

0.94 

21% 

New  York,  NY 

52.9 

David  R  Foster 

16,125 

NYSE 

CPG 

3.70 

0.85 

30% 

Philadelphia,  Pa 

4.1 

John  J  MacWilliams 

3,790 

NYSE 

CSI 

2.87 

1.45 

19% 

Atlanta,  Ga 

11.9 

Ernest  F  Boyce 

7,990 

NYSE 

COT 

8.10 

2.56 

48 

New  York,  NY 

30.8 

George  A  Strichman 

32,489 

NYSE 

CG 

3.75 

2.24 

29 

Wilmington,  Del 

10.9 

Bernard  J  Clarke 

lo.uuy 

IN  Tot 

aaa 

o.Uo 

O  OQ 

OC  V- 

Columbus,  Ohio 

3.0 

Robert  J  Grueser 

oc  K^n 

ATA 

UIL 

COMB 

2.59 

A  QC 

1D74 

Chicago,  in 

3.2 

Clement  Stone 

15,868 

NYSE 

CSP 

4.17 

1.43 

37% 

Stamford,  Conn 

44.8 

Arthur  J  Santry  Jr 

4,581 

OTC 

CBSH 

3.89 

1.24 

22 

Kansas  City,  Mo 

2.6 

James  M  Kemper  Jr 

M 

70,359 

NYSE 

CWE 

2.86 

2.40 

28% 

Chicago,  ill 

15.4 

Thomas  G  Ayers 

,  i 

:.c 

i  c  nnn 
lO.UUU 

NYSE 

cwo 

-1 .41 

none 

2% 

San  Antonio,  Tex 

1.4 

Gary  W  Davis 

■ ! 

D,//0 

NYSE 

COE 

6.77 

1.35 

o  o 

■id 

Greensboro,  NC 

13.9 

Lewis  S  Morris 

96 

4u,yo/ 

OTC 

CGEN 

5.31 

0.77 

34 

Hartford,  Conn 

13.1 

Robert  D  Kilpatrick 

50 

61,785 

NYSE 

ED 

4.53 

2.00 

25% 

New  York,  NY 

23.7 

Charles  F  Luce 

n 

28,160 

NYSE 

CFD 

2.93 

1.40 

24% 

Chicago,  III 

75.0 

John  H  Bryan  Jr 

'0 

12,498 

NYSE 

CNF 

4.24 

0.88 

25% 

San  Francisco,  Cal 

21.0 

Raymond  F  O'Brien 

12 

19,144 

NYSE 

CNG 

5.70 

2.50 

44V2 

Pittsburgh,  Pa 

7.4 

Robert  E  Seymour 

42,200 

NYSE 

CMS 

3.18 

2.09 

24% 

Jackson,  Mich 

10.9 

John  D  Selby 

3,407 

OTC 

CBTN 

3.69 

1.66 

26V2 

Norristown,  Pa 

1.5 

Roy  T  Peraino 

26,587 

NYSE 

CIC 

9.39 

2.95 

53% 

New  York,  NY 

23.1 

John  B  Ricker  Jr 

32,514 

NYSE 

CCC 

4.39 

2.05 

34 

New  York,  NY 

57.5 

Robert  S  Hatfield 

35,565 

NYSE 

CIL 

4.02 

1.23 

27% 

Chicago,  III 

10.1 

Roger  E  Anderson 

107,354 

NYSE 

CLL 

3.55 

1.35 

30 

Stamford,  Conn 

43.1 

Howard  W  Blauvelt 

40,531 

NYSE 

CTC 

1.79 

1.14 

15% 

Atlanta,  Ga 

14.9 

Charles  Wohlstetter 

16,750 

NYSE 

CDA 

3.62 

0.15 

28% 

Minneapolis,  Minn 

45.9 

William  C  Norris 

11,179 

NYSE 

CBE 

4.78 

1.08 

45V2 

Houston,  Tex 

13.7 

Robert  Cizik 

35,210 

OTC 

ACCOB 

1.92 

0.15 

13% 

Golden,  Colo 

8.2 

William  K  Coors 

re  a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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Peoples  Gas  continues  the 
onshore  search  for  new  fields 
another  way  to  keep 
the  gas  flowing. 


There's  still  gas  to  be  found  in  the 
traditional  onshore  producing 
areas,  and  in  some  new  areas,  too. 
Enough  to  make  it  worthwhile  for 
Peoples  Gas  to  go  after  it. 

In  the  old,  familiar  places  —  areas 
near  our  existing  pipelines  — Peoples 
Gas  continues  to  pursue  its  four-year-old 
Revolving  Fund  Program,  wherein  a 
portion  of  the  revenues  generated  by 
certain  company-owned  wells  is  plowed 
back  into  lease  acquisition,  seismic 
studies,  exploratory  and  development 
drilling. 

The  results,  through  September,  1977: 
87  wells  drilled,  10  wells  now  in 
process.  Of  the  completed  wells, 
35  are  classified  as  productive, 


with  the  possibility  of  more  being  included 
after  additional  tests  are  made. 

In  a  new  producing  area  —  the 
"Overthrust  Belt"  in  the  Rocky  Mountains 
—  Peoples  Gas  subsidiaries  have  en- 
tered into  agreements  with  The  Anschutz 
Corporation  of  Denver  to  carry  on  an 
exploration  and  development  program. 
All  of  our  pipeline  company's  major 
customer  utilities,  and  a  significant 
number  of  smaller  ones,  have  agreed  to 
participate  in  a  $20  million  program  under 
one  of  these  agreements. 

Onshore  exploration  will  help,  but 
it's  only  one  part  of  our  system's  multi- 
faceted  program  to  cope 
with  the  nation's  shortage 
of  natural  gas. 


Peoples  Gas  Company 

The  gas  system  working  for  Mid-America. 

The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America, 
The  Peoples  Gas  Light  and  Coke  Company, 
North  Shore  Gas  Company,  Harper  Oil  Company. 


Here  are  6  other  ways  Peoples  Gas 
is  working  to  keep  the  gas  flowing  to 
12  million  people  in  Mid-America. 

1.  Storage  expansion.  Through  continuing  storage 
expansion  programs  in  both  supply  and  market  areas, 
our  usable  capacity  of  underground  storage  gas  now 
stands  at  240  billion  cubic  feet  —  and  is  still  increasing. 

2.  Biological  gasification.  Starting  early  in  1978,  Peoples 
Gas  became  the  first  major  system  to  begin  buying  com- 
mercial quantities  of  methane  made  from  manure  — 
around  600  million  cubic  feet  a  year. 

3.  Synthetic  natural  gas.  Our  new  McDowell  Energy 
Center  put  in  its  first  full  year  of  operation  in  1977, 
producing  44  billion  cubic  feet  of  SNG. 

4.  Offshore  exploration.  Development  of  natural  gas 
reserves  in  the  Gulf  continues;  by  the  end  of  1978,  gas  is 
expected  to  be  flowing  to  the  Peoples  Gas  system  from  24 
more  tracts,  bringing  the  total  to  61. 

5.  Liquefied  natural  gas.  Peoples  Gas  is  participating 
with  another  major  U.S.  gas  system  in  planning  the 
development  of  a  natural  gas  liquefaction  project  on  the 
island  of  Trinidad  — and  planning  an  LNG  receiving 
facility  on  the  Texas  Gulf  coast. 

6.  Coal  gasification.  Projects  in  three  states  have  taken 
Peoples  Gas  deep  into  the  task  of  planning  for  the 
conversion  of  coal  reserves  into  clean-burning  gas  energy. 


If  you'd  like  more  information,  send  for 
our  Annual  Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  IL  60690. 


The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977   

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common  Ne 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

■ 

344 

160 

226 

Corning  Glass  Works  (Dec) 

1,081,252 

1,119,630 

922,821 

004 

1  on 

1 9  i 

Ljc-l 

loo 

trv  international  \uvct 

I ,  soy ,  1  DU 

O  OCQ  77c 

z  ,oby,  /  /d 

1  nQo  ooa  \' 

■ 

339 

m 

322 

Crane  (Dec) 

836,895 

1,133,822 

265,438  ( 

31 

411 

m 

389 

Crocker  National  Corp  (Dec) 

12,449,838 

888,164 

295,319 

■ 

359 

414 

391 

Crown  Cork  &  Seal  (Dec) 

631,146 

1,049,137 

381,325 

331 

148 

180 

186 

Crown  Zellerbach  (Dec) 

1,736,237 

2,307,194 

851,360  li 

0  1  A 

£4  1 

rrlim  o  p^pctar  rr^A/>\ 
i*rum  &  rorsier  \ukq) 

0  A£*C\  AQQ. 
c.  ,£+OU,£t:?0 

/11C  7QQ 

/  yo 

386 

u 

■ 

■ 

3  Cullen/Frost  Bankers  (Dec) 

1,493,031 

96,958 

61,469 

■ 

306 

472 

316 

Cummins  Engine  (Dec) 

818,368 

1,263,814 

315,828 

499 

208 

208 

190 

Dana  (Aug) 

1,101,944 

1,793,851 

769,057  11 

407 

234 

175 

185 

Dart  Industries  (Dec) 

1,440,236 

1,600,988 

861,704  K 

uata  uenerai  loepu 

c.  1  0,0  I  y 

OCA  £.Q7 

4oD,  1  /U 

470 

159 

255 

260 

Dayton-Hudson  (Jan) 

1,218,513 

2,169,276 

657,753 

491 

■ 

424 

473 

Dayton  Power  &  Light  (Dec) 

1,120,954 

446,524 

370,040 

147 

80 

85 

51 

Deere  (Oct) 

3,366,465 

3,604,048 

1,496,113  2 

■ 

■ 

■ 

498 

DEKALB  AgResearch  (Aug) 

426,110 

383,526 

243,834 

£Ol 

ahi 

uei  Monte  (May) 

QA1  7D/1 
oU  1 ,  /  U4 

1  ,ho  0  ,ouy 

jUj/O  I 

■ 

■ 

483 

480 

Delmarva  Power  &  Lt  (Dec) 

1,027,420 

337,818 

307,036 

387 

216 

204 

223 

Delta  Air  Lines  (June) 

1,491,819 

1,719,645 

795,240 

■ 

■ 

487 

■ 

Deluxe  Check  Printers  (Dec) 

160,149 

271,631 

305,314 

478 

■ 

■ 

■ 

Deposit  Guaranty  Corp  (Dec) 

1,178,322 

82,029 

74,698 

1  1  Q 
1  13 

1  A  C 

14b 

ill 

Detroit  Edison  (Dec) 

A    1          TO  A 

4,  loc,  1  £4 

1  a  cr\  QO  1 

y/b,obb  1 

108 

■ 

■ 

■ 

DETROITBANK  Corp  (Dec) 

4,242,209 

260,572 

205,111 

■ 

378 

407 

425 

Diamond  International  (Dec) 

636,178 

978,776 

392,505 

313 

251 

109 

97 

Diamond  Shamrock  (Dec) 

1,810,468 

1,530,382 

1,183,756  l| 

■ 

431 

■ 

■ 

Di  Giorgio  (Dec) 

240,755 

829,943 



46,304 

■ 

357 

70 

188 

Digital  Equipment  (June) 

1,070,432 

1,058,614 

1,827,476  lj 

■ 

A  0 1 

■ 

■ 

Dillingham  (Dec) 

dd/,  /y<i 

ot)b,y4b 

1  f\0  "31  O 

■ 

300 

476 

■ 

Dillon  Companies  (June) 

230,790 

1,292,395 

313,699 

■ 

■ 

99 

256 

Walt  Disney  Productions  (Sept) 

964,475 

629,825 

1,288,525 

342 

■ 

■ 

■ 

Dominion  Bankshares  Corp  (Dec) 

1,679,303 

124,923 

96,029 

265 

■ 

■ 

■ 

Donaldson,  Lufkin  &  Jenrette  (Dec) 

2,095,086 

105,358 

25,784 

■ 

■ 

376 

415 

R  R  Donnelley  &  Sons  (Dec) 

504,836 

661,844 

432,306 

*+  1U 

Dover  Corp  (Dec) 

411  120 

OO  J  1  c 0  / 

53 

35 

20 

17 

Dow  Chemical  (Dec) 

7,675,231 

6,234,255 

4,886,637 


■ 

■ 

317 

483 

Dow  Jones  (Dec) 

221,922 

317,297 

525,368 

■ 

422 

■ 

■ 

Dravo  (Dec) 

395,714 

852,166 

139,580 

252 

135 

71 

81 

Dresser  Industries  (Oct) 

2,169,300 

2,538,800 

1,721,890 

93 

305 

91 

75 

Duke  Power  (Dec) 

4,610,706 

1,266,974 

1,439,460 

■ 

■ 

194 

378 

Dun  &  Bradstreet  Companies  (Dec) 

457,442 

636,872 

815,083 

59 

20 

14 

18 

E  1  du  Pont  de  Nemours  (Dec) 

7,430,600 

9,434,800 

5,769,574 

307 

■ 

304 

312 

Duquesne  Light  (Dec) 

1,859,483 

486,243 

554,625 

463 

178 

■ 

■ 

Eastern  Air  Lines  (Dec) 

1,243,496 

2,035,893 

121,538 

■ 

487 

397 

■ 

Eastern  Gas  &  Fuel  Associates  (Dec) 

766,866 

698,111 

408,825 

71 

39 

7 

15 

Eastman  Kodak  (Dec) 

5,896,457 

5,966,986 

8,250,399  6 

375 

165 

266 

195 

Eaton  (Dec) 

1,545,702 

2,110,900 

628,202 

■ 

377 

261 

431 

Jack  Eckerd  (July) 

364,457 

980,102 

632,364 

■  Not  on  500  list.  3  Formerly  FrostBank 
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FORBES,  MAY  15,: 


oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

h 

Shares 

Before 

Market 

Number  of 

w 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

K> 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

1  7  7PA 

IN  Tot 

L  VV 

9n 

1  fifi 

0*178 

L-Uf  Nil  lg,  IN  T 

^n  ^ 

ou.  o 

Amory  Houghton  Jr 

9*3  1 AA 

IN  T  OC. 

ppp 

fi  fin 

9  Afi 

Afi 

CNglcWUOU  L/llltb,  INJ 

A9  3 

James  W  McKee  Jr 

10,217 

NYSE 

CR 

6.39 

1.27 

25% 

New  York,  NY 

19.2 

Thomas  M  Evans 

11,754 

NYSE 

CKN 

4.35 

1.66 

25% 

San  Francisco,  Cal 

12.0 

Thomas  R  Wilcox 

15,253 

NYSE 

CCK 

3.46 

none 

25 

Philadelphia,  Pa 

17.0 

John  F  Connelly 

IN  T  ot. 

A  1A 

1  R3 

1A 

San  Francisco,  Cal 

317 

Pharlac  O  Hah! 

unaries  ri  uam 

fit 
Dc 

IN  T  Ou 

CMF 

D.J/ 

i  fin 

3  1  Va 
Ol74 

Nova/  Vnrle  MY 
INcW  T Ol  K,  INI 

ft  f, 

P  0  Piiccoll 
D  r  nUbbcll 

2,859 

0TC 

CFBI 

3.01 

0.60 

21% 

San  Antonio,  Tex 

1.6 

Thomas  C  Frost  Jr 

64 

8,284 

NYSE 

CUM 

8.22 

1.47 

38% 

Columbus,  Ind 

22.1 

Henry  B  Schacht 

56 

31,878 

NYSE 

DCN 

3.61 

1.06 

24% 

Toledo,  Ohio 

26.2 

Rene  C  McPherson 

23  133 

NYSE 

rj 

4  46 

0  99 

37% 

l_Ub  AMIgClCo,  Odl 

31  2 

liictin  riart 
JUMIM  LldTl 

q  R^n 

OOU 

IN  IOC. 

npN 

UuIN 

9  RR 
.  oo 

none 

oUv4 

Westboro,  Mass 

R  fi 
o.  O 

Edson  D  deCastro 

15,994 

NYSE 

DH 

5.05 

1.25 

41% 

Minneapolis,  Minn 

35.0 

William  A  Andres 

20,416 

NYSE 

DPL 

1.70 

1.66 

18% 

Dayton,  Ohio 

3.2 

Robert  E  Frazer 

60,449 

NYSE 

DE 

4.24 

1.15 

24% 

Moline,  III 

58.6 

William  A  Hewitt 

1  9  3Afi 

DTP 

n«i  RR 

3  ni 

J.Ul 

n  fiA 

1  .774 

PioKalh  III 
UcrVdlU,  III 

o.  o 

Thomas  H  Roberts  Jr 

12  030 

NYSE 

DEL 

4  24 

1  55 

25% 

odii  r  i  ai  ili  xu,  \_»di 

33  0 

Diottorft  P  1  anHic 
mCfldrU  O  LdllUli 

21,359 

NYSE 

DEW 

1.65 

1.20 

14% 

Wilmington,  Del 

2.4 

Robert  D  Weimer 

19,881 

NYSE 

DAL 

4.65 

0.70 

40 

Atlanta,  Ga 

29.6 

David  C  Garrett  Jr 

11,631 

0TC 

DELX 

2.23 

0.90 

26% 

St  Paul,  Minn 

8.0 

Eugene  R  Olson 

2  873 

0TC 

DEPS 

3  25 

1  1 R 

I.IO 

9fi 

JdLKbUlI,  IVIIbb 

l  3 

1  .o 

j  neruidn  nines* 

o  .7,  ilvJH 

in  i  on 

DTF 

U  1  t 

9  nn 

1  Afi 
1  .*+o 

1  filA 

ID  72 

L/cUUIl,  IVIIUM 

1  n  n 

William  n  Maaca 
MTf  III  Id  111  Va  IVIccic 

8,502 

0TC 

DBNK 

3.78 

1.20 

24% 

Detroit,  Mich 

3.4 

Rodkey  Craighead 

11,673 

NYSE 

DN 

4.02 

2.05 

33% 

New  York,  NY 

18.8 

William  J  Koslo 

39,958 

NYSE 

DIA 

4.28 

1.18 

29% 

Cleveland,  Ohio 

11.3 

William  H  Bricker 

R  fiQQ 

!N  T  OL 

nip 

1  AC\ 

n  3n 

U.OU 

ft  l/o 
OV8 

San  Francisco,  Ca! 

D.U 

Robert  Di  Giorgio 

IN  T  OL 

npp 
uto 

£.  .  /  o 

none 

HO  V4 

Maynard,  Mass 

3A  r» 

r\ennetn  n  uisen 

1  9  7RQ 

NY^F 
IN  T  ou 

LTf  IVI 

U.  ^D 

n  fi9 

U.  o<£ 

O 

0 

Honolulu,  Haw 

i  n  q 

Herbert  C  Cornuelle 

10,135 

NYSE 

DLL 

2.70 

1.07 

30% 

Hutchinson,  Kan 

17.0 

Ray  E  Dillon,  Jr 

32,193 

NYSE 

DIS 

2.53 

0.15 

40% 

Burbank,  Cal 

18.0 

E  Cardon  Walker 

fi  9Q7 

P1TP 
U  1  u 

UIV(Dr\ 

9  1  fi 
ID 

n  7A 

1 0V4 

Roanoke,  Va 

9  Pi 

Byron  A  Hicks 

R  9C>1 

IN  1  O  L. 

U[ — 1 

n  c\a 

n  i  a 

078 

Men*/  VnrL  r\IY 
INcW  TOfK,  IN  I 

1 .  o 

Richard  H  Jenrette 

is  oqc 

IN  ToC 

nw  v 

UIN  T 

9  fi^ 
£  .DH 

n  79 

9*3  IA 
<co  72 

Chicago,  III 

Lnanes  w  Lane  Jr 

R  QSQ 

li  Tot 

now 

A  9Pi 

l.Uj 

A3 

^fO 

Ma,.,  VnrL  MV 
INeW  fO(K,  INT 

R  fi 
O.D 

Thomas  C  Sutton 

182,678 

NYSE 

DOW 

3.01 

1.10 

26% 

Midland  Mich 

53.1 

Zoltan  Merszei 

15,452 

NYSE 

DJ 

2.49 

1.20 

34 

New  York,  NY 

4.1 

Warren  H  Phillips 

4,985 

NYSE 

DRV 

3.37 

1.05 

28 

Pittsburgh,  Pa 

11.9 

Robert  Dickey  III 

39,023 

NYSE 

Dl 

4.75 

0.84 

44% 

Dallas,  Tex 

53.1 

John  V  James 

97 

65,430 

NYSE 

DUK 

2.41 

1.63 

22 

Charlotte,  NC 

16.9 

Carl  Horn  Jr 

94 

26,293 

NYSE 

DN8 

2.11 

1.20 

31 

New  York,  NY 

19.6 

Harrington  Drake 

00 

47,930 

NYSE 

DD 

11.06 

5.75 

120% 

Wilmington,  Del 

140.1 

Irving  S  Shapiro 

29,000 

NYSE 

DQU 

1.75 

1.72 

19% 

Pittsburgh,  Pa 

4.4 

John  M  Arthur 

19,843 

NYSE 

EAL 

1.73 

none 

6% 

Miami,  Fla 

34.3 

Frank  Borman 

21,804 

NYSE 

EFU 

1.54 

0.80 

18% 

Boston,  Mass 

10.8 

William  J  Pruyn 

38 

161,377 

NYSE 

EK 

3.99 

2.10 

51% 

Rochester,  NY 

123.7 

Walter  A  Fallon 

53 

17,211 

NYSE 

ETN 

6.10 

2.00 

36% 

Cleveland,  Ohio 

46.6 

E  Mandell  de  Windt 

23,206 

NYSE 

ECK 

1.98 

0.52 

27% 

Clearwater,  Fla 

20.0 

Stewart  TuHey 

re  a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 


'RI  S,  MAY  15,  1978 
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The  Dimensions  Of  American  Businei 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Ni 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

( 

■ 

■ 

484 

■ 

Economics  Laboratory  (June) 

243,267 

358,559 

306,705 

 ' 

\ 

171 

218 

233 

225 

PI  Pji^rt  pAmnanv  fHpr^ 
ci  raw  \*K)i  t iyjo> \y 

1,694  746 

705  728 

■ 

399 

■ 

455 

Eltra  (Sept) 

662,970 

922,096 

295,594 

484 

206 

66 

118 

Emerson  Electric  (Sept) 

1,149,335 

1,809,175 

1,941,239 

li 

■ 

■ 

468 

■ 

Emery  Air  Freight  (Dec) 

96,021 

340,327 

318,061 

■ 

323 

428 

357 

Emhart  (Dec) 

697,813 

1,199,303 

364,199 

234 

26 

178 

150 

Engelhard  Minerals  &  Chemicals  (Dec) 

2,330,382 

7,333,098 

853,146 

1 

400 

271 

330 

283 

ENSERCH  (Dec) 

1,456,238 

1,456,803 

496,729 

210 

■ 

■ 

■ 

Equimark  (Dec) 

2,486,252 

173,840 

47,999 

335 

■ 

■ 

■ 

Equitable  Bancorporation  (Dec) 

1,705,455 

129,810 

66,225 

458 

■ 

■ 

■ 

4  Equitable  of  Iowa  Companies  (Dec) 

1,273,137 

184,953 

104,643 

488 

■ 

■ 

■ 

Equitable  Savings  &  Loan  Assoc  (Dec) 

1,138,448 

122,004 

35,223 

318 

51 

314 

318 

Esmark  (Oct) 

1,799,854 

5,249,845 

530,610 

■ 

302 

417 

267 

Ethyl  (Dec) 

974,589 

1,282,087 

377,546 

■ 

403 

■ 

470 

Evans  Products  (Dec) 

571,195 

919,123 

222,625 

5 

2 

3 

4 

Exxon  (Dec) 

38,453,336 

54,125,963 

21,531,125 

■ 

■ 

209 

382 

Farmers  Group  (Dec) 

997,288 

327,140 

766,761 

7 

123 

202 

95 

Federal  National  Mortgage  Assoc  (Dec) 

33,979,718 

2,788,497 

801,123 

207 

54 

68 

71 

Federated  Department  Stores  (Jan) 

2,520,168 

4,923,399 

1,906,597 

150 

■ 

■ 

■ 

Fidelcor  (Dec) 

3,236,104 

231,755 

110,520 

1 

418 

■ 

■ 

■ 

Fidelity  Financial  (Dec) 

1,407,031 

118,246 

■ 

46,558 

316 

■ 

■ 

■ 

Fidelity  Union  Bancorp  (Dec) 

1,805,108 

114,037 

114,900 

474 

■ 

■ 

■ 

Financial  Corp  of  Santa  Barbara  (Dec) 

1,197,075 

96,577 

41,168 

278 

■ 

■ 

■ 

Financial  Federation  (Dec) 

2,014,890 

164,778 

111,836 

310 

■ 

■ 

■ 

5  Financial  General  Bankshares  (Dec) 

1,832,566 

123,917 

69,041 
 1 

144 

61 

162 

182 

Firestone  Tire  &  Rubber  (Oct) 

3,395,700 

4,426,900 

920,688  ll 

376 

■ 

■ 

■ 

First  Alabama  Bancshares  (Dec) 

1,544,766 

123,513 

119,117  J 

374 

■ 

■ 

■ 

First  Amtenn  Corp  (Dec) 

1,557,586 

121,890 

48,098 

296 

■ 

■ 

■ 

First  &  Merchants  Corp  (Dec) 

1,929,091 

151,282 

67,425  1 

291 

■ 

■ 

■ 

First  Banc  Group  of  Ohio  (Dec) 

1,950,564 

147,993 

173,278  I 
 ■ 

42 

■ 

315 

292 

First  Bank  System  (Dec) 

9,222,414 

617,211 

530,459 

109 

■ 

■ 

■ 

First  Boston  (Dec) 

4,223,679 

86,343 

52,091 

54 

■ 

325 

215 

First  Charter  Financial  (Dec) 

7,668,770 

605,532 

507,619 

14 

262 

221 

172 

First  Chicago  Corp  (Dec) 

22,613,959 

1,482,954 

732,952  j 

465 

■ 

■ 

■ 

First-Citizens  Bank  &  Trust  (Dec) 

1,242,916 

93,679 

30,000 

68 

■ 

440 

456 

First  City  Bancorporation  of  Texas  (Dec) 

6,273,701 

393,307 

351,663 

299 

■ 

■ 

■ 

First  Commercial  Banks  (Dec) 

1,923,767 

126,232 

76,744  I 

351 

■ 

■ 

■ 

First  Empire  State  Corp  (Dec) 

1,646,192 

122,788 

21,510  J 

401 

■ 

■ 

■ 

First  Florida  Banks  (Dec) 

1,452,070 

95,131 

40,997  \ 

459 

■ 

■ 

■ 

First  Hawaiian  Inc  (Dec) 

1,266,184 

99,069 

68,265 

48 

■ 

259 

325 

First  International  Bancshares  (Dec) 

8,306,939 

540,840 

635,460 
 1 

391 

■ 

■ 

■ 

First  Kentucky  National  Corp  (Dec) 

1,480,614 

107,677 

114,023 

359 

a 

■ 

■ 

First  Maryland  Bancorp  (Dec) 

1,596,240 

119,129 

69,454 

288 

■ 

■ 

■ 

First  National  Bancorp  (Dec) 

1,964,169 

138,300 

74,848 

36 

423 

486 

430 

First  National  Boston  (Dec) 

10,301,573 

849,250 

306,299 

366 

■ 

■ 

■ 

First  National  Charter  Corp  (Dec) 

1,586,885 

96,339 

100,152 

396 

■ 

■ 

■ 

First  National  Cincinnati  Corp  (Dec) 

1,470,835 

96.643 

131,400 

Not  on  500  list. 


4  Formerly  Equitable  Life  Insurance  Co.  of  Iowa. 

5  Considering  change  of  name  to  First  American  Bankshares. 


256 


FORBES,  MAY  15, 


foster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

lO(D0D 

U 1  u 

tOUIN 

1 .  /o 

n  p.a 

U.D4 

C  t  D,   ,1  Minn 

ot  raw,  iviinn 

G\  7 

D.  / 

Fred  T  Lanners  Jr 

A  A   1  HQ 
44,  1UO 

NYoL 

tLo 

9  OA 

ID 

Houston,  Tex 

Q 

Howard  Boyd 

11,369 

NYSE 

ET 

3.75 

1.16 

26 

New  York,  NY 

21.8 

J  Adreon  Keller 

57,732 

NYSE 

EMR 

2.47 

1.05 

33% 

St  Louis,  Mo 

42.9 

Charles  F  Knight 

7,734 

NYSE 

EAF 

2.43 

1.43 

41Vs 

Wilton,  Conn 

3.3 

John  C  Emery  Jr 

i  i  ,^yo 

IN  Tot 

tM  n 

c;  9C 

1  .Do 

Farmington,  Conn 

"39  7 

T  Mi*/  Kali  Cnrrl 

I  Mitcnen  roro 

MVCC 
IN  T  Ot. 

CMP 
tINu 

O.oo 

1  9Pi 

97 

INcW  TOfK,  IN  T 

1  1  Pi 

Milton  F  Rosenthal 

25,257 

NYSE 

ENS 

2.65 

1.19 

i9y4 

Dallas,  Tex 

13.6 

William  C  McCord 

4,085 

NYSE 

EQK 

2.45 

0.88 

n% 

Pittsburgh,  Pa 

2.3 

Marion  A  Cancelliere 

3,625 

0TC 

EBNC 

2.90 

0.36 

18% 

Baltimore,  Md 

3.0 

Owen  Daly  II 

A  QQQ 
4,yoo 

ATP 

fpip 
tUIL/ 

9  Qfl 

u.oo 

9  1 

Des  Moines,  Iowa 

U.D 

Kenneth  R  Austin 

i  nop. 

U  1  U 

tU  1  D 

D.U1 

n  ah 

romana ,  ure 

n  a 

U.4 

wiiiiam  t  Love 

17,687 

NYSE 

ESM 

3.60 

1.78 

30 

Chicago,  III 

44.7 

Donald  P  Kelly 

17,872 

NYSE 

EY 

4.29 

8.25 

21% 

Richmond,  Va 

16.3 

Floyd  D  Gottwald  Jr 

13,000 

NYSE 

EVY 

2.77 

0.80 

17% 

Portland,  Ore 

14.0 

Monford  A  Orloff 

AA~i  Ann 

44/  ,4LU 

IN  IOC 

AUIN 

D.41 

o.UU 

AQUt, 
4oV8 

iNew  TOrK,  IN  T 

1  97  P 

ic  I  .U 

Clifton  C  Garvin  Jr 

OTP 

cppp 

U.  04 

9  95A 

Los  Angeles,  Cal 

Q  Q 

George  Maslach 

53,857 

NYSE 

FNM 

3.15 

1.00 

14% 

Washington,  DC 

1.2 

Oakley  Hunter 

48,116 

NYSE 

FDS 

4.09 

1.46 

39% 

Cincinnati,  Ohio 

109.0 

Ralph  Lazarus 

4,912 

0TC 

FICR 

2.66 

2.20 

22% 

Philadelphia,  Pa 

3.2 

Samuel  H  Ballam  Jr 

IN  I  JL 

my 

CUT 

o  in 

c..  IU 

u.ou 

714 

pi 

San  Francisco,  Cal 

n  7 

Adolph  C  Meyer  Jr 

o.oou 

MVCC 
IN  TOt 

r  UU 

A 

4.  DO 

9  /in 

Qn 
ou 

Newark,  NJ 

9  n 

C  Malcolm  Davis 

1,926 

NYSE 

FSB 

5.55 

0.60 

21% 

Santa  Barbara,  Cal 

0.5 

David  L  Tilton 

4,123 

NYSE 

FFI 

5.24 

0.58 

27% 

Los  Angeles,  Cal 

0.6 

Edward  L  Johnson 

6,137 

ASE 

FGL 

1.71 

0.38 

ny* 

Washington,  DC 

3.2 

J  William  Middendorf  II 

0/  ,  o40 

MVCC 
IN  Tot 

r  1 K 

i  in 

lo 

Akron,  Ohio 

1 1  D.U 

Kicnaro  a  Kiiey 

^  1  7Q 

OTP 

CARP 
rnDt 

3  9^ 
o.^o 

i  m 

l.Ul 

93 

Montgomery,  Ala 

9  ^ 

Frank  A  Plummer 

O.OoU 

PTTP 

CATM 
rM  1  IN 

1  9/1 
1  .^4 

Pi  ACl 

OV4 

Nashville,  Tenn 

9  n 

Aennein  l  KOuens 

3,289 

0TC 

FMCH 

2.90 

1.46 

20% 

Richmond,  Va 

3.3 

C  Coleman  McGehee 

6,301 

0TC 

FBG0 

3.52 

1.21 

27% 

Columbus,  Ohio 

2.5 

John  G.  McCoy 

.           1  A  QQQ 

U 1 L 

CD  M  C 

yl  Q9 

1 

O074 

Minneapolis,  Minn 

O.D 

Donald  R  Grangaard 

0,10/ 

U  1  L, 

cpnc 
r  DUo 

1  .UO 

c.UU 

1DV2 

Ma,.,  Vz-irL-  MY 
INeW  TOrK,  INT 

1  9 

George  L  Shinn 

1         90  £  /]  o 

MVCC 

CPC 

n  c;c 
U.  DO 

1  /V8 

D,.,,Ar|.,  II  i  1 1-     /■>-  1 

Beverly  nins,  uai 

9  1 

S  Mark  Taper 

i|  oy.oiy 

IN  T  ot 

CMD 

9  QQ 

n  Q7 

u.y  / 

10V2 

LnlcagO,  III 

O.D 

a  KoDert  ADDoud 

100 

0TC 

14.72 

5.00 

300 

Raleigh,  NC 

2.7 

Lewis  R  Holding 

>  11,076 

NYSE 

FBT 

3.82 

1.06 

31% 

Houston,  Tex 

4.2 

James  A  Elkins  Jr 

5,203 

0TC 

FCMB 

2.78 

1.05 

14% 

Albany,  NY 

2.5 

Victor  J  Riley  Jr 

2,868 

0TC 

FEMP 

1.40 

none 

7% 

Buffalo,  NY 

2.1 

Claude  F  Shuchter 

7,809 

0TC 

FFBK 

0.84 

0.36 

5V4 

Tampa,  Fla 

1.7 

Chester  H  Ferguson 

3,034 

0TC 

FHWN 

3.68 

1.65 

22% 

Honolulu,  Haw 

1.9 

John  D  Bellinger 

15,130 

NYSE 

FIB 

4.35 

1.30 

42 

Dallas,  Tex 

4.3 

Robert  H  Stewart  III 

3,966 

0TC 

FKYN 

3.51 

1.32 

28% 

Louisville,  Ky 

2.2 

A  Stevens  Miles 

3,608 

0TC 

FMDB 

3.34 

1.17 

19% 

Baltimore,  Md 

2.0 

J  Owen  Cole 

2,339 

0TC 

FNTL 

5.39 

1.75 

32 

Denver,  Colo 

2.4 

Theodore  D  Brown 

12,191 

NYSE 

FB 

3.81 

1.88 

25% 

Boston,  Mass 

9.8 

Richard  D  Hill 

1,872 

0TC 

FNCH 

6.45 

2.70 

53% 

Kansas  City,  Mo 

1.6 

Gordon  E  Wells 

3,600 

0TC 

FNAC 

4.60 

1.95 

36% 

Cincinnati,  Ohio 

1.4 

William  N  Liggett 

•  a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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TRANSPORTATION 

An  Investment 
in  the  Future 


Transportation  of  the  world's  goods  from  one  place  to  another  is  so  basic,  that  it  is  probably  the  most  essential 
activity  for  every  company  in  all  industries.  Because  of  the  cruciality  of  transportation,  it  will  always  represent  an 
investment  opportunity  of  major  proportion. 

At  Transway  International  Corporation,  we  have  invested  in  transportation  and  its  future 
development  through  a  management  strategy  we  call  Total  Modal.  Transway  has  operating 
companies  that  are  knowledgeable  and  successful  in  all  modes  of  transport . . .  rail,  highway, 
water,  and  air.  By  having  representation  in  depth  within  each  mode,  Transway  has  been  able 
to  benefit  from  the  growth  of  each.  In  addition,  our  operating  companies  have  been  able  to 
identify  and  to  pioneer  transportation  systems  that  combine  the  modes  to  their  best 
advantages. 

In  this  way  Transway  has  been  changing  the  face  of  transportation,  and  as  a  result  has  grown  in  size  and  financial 
strength.  Here  are  some  specific  examples  of  how  our  Total  Modal  strategy  operates: 


Roll-on/Roll-off  vessels  are  a  bimodal  transporta- 
tion system  with  loaded  trailers  placed  aboard 
ships.  In  Central  America  and  Ecuador  the  trailers 
are  moved  by  highway  to  final  destination.  This 
transportation  system  contributes  to  the  growth  and 
development  of  the  economies  of  the  nations 
served.  Another  bimodal  concept  is  LASH,  an  ac- 
ronym for  Lighters  placed  Aboard  SHips.  These 
LASH  ships  of  our  50%  owned  Waterman  Marine 
Corp.  can  off-load  their  barges  outside  congested 
harbors.  The  barges  can  continue  to  their  final 
destination  by  inland  waterways. 


ropigas  International  transports,  stores,  and 
larkets  liquefied  petroleum  gas  (LPG).  To  serve 
s  expanding  markets,  Tropigas  operates 
PG  ocean  tankers,  rail  tank  cars  and  highway 
ink  trucks,  forming  an  international  multimodal 
pipeline"  from  sources  of  supply,  to  bulk  terminals 
i)r  distribution  to  commercial,  wholesale,  and  retail 
ustomers. 


ggyback  service  was  pioneered  by  Transway  for- 
arders  in  collaboration  with  the  railroads.  Fully 
aded  truck  trailers  are  placed  aboard  railway  flat- 
irs,  and  moved  in  rail  service  to  destination  termi- 
ils  for  final  delivery  by  motor  vehicle.  This  bimodal 
novation  provides  operating  economies  and  more 
ficient  use  of  energy. 


irough  these  and  other  applications  of  our  Total  Modal  investment  strategy,  Transway  has  grown  behind  the 
;:enes.  If  all  of  our  transportation  companies  were  named  Transway,  you  would  be  more  familiar  with  our 
irporate  name.  Our  Total  Modal  strategy  has  enabled  our  company  to  produce  a  substantial  record  of  growth. 


:ome  Per  Share 

Dollars 


Stockholders'  Equity  Per  Share 

in  Dollars 


Revenue 

in  Millions 


1.50     73       74       75       76        77  9.00    73       74       75       76       77  270      73        74       75       76  77 


I  ou  would  like  to  obtain  more  information  about  Transway  International,  and  our  Total  Modal  transportation 
in  estment  strategy,  please  request  our  current  Annual  Report.  You  can  read  of  Transway 's  significant  growth  to 
:c  sr  $700  million  in  revenues,  and  to  over  $275  million  in  total  assets. 

Mital  Modal  Transportation... 
cl>ound  concept  to  invest  in 


i  nru 


Ti  isway  International  Corporation 

7  Third  Avenue 

N|/  York,  New  York  10017 


The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977   

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Ne 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

(! 

rirst  National  Molding  uorp  (uecj 

O  vIOl  CAC\ 
£,4y  1  ,04b 

1  QC  f\A  K 

lob,U40 

1  C\0  CQQ 

1 

194 

■ 

_ 

_ 

First  National  State  Bancorp  (Dec) 

2,624,625 

166,572 

99,395 

1 

■ 

374 

- 

- 

First  National  Stores  (Mar) 

118,727 

992,635 

17,546 

453 

■ 

■ 

■ 

First  Oklahoma  Bancorporation  (Dec) 

1,286,295 

83,170 

88,016 

1 

45 

■ 

■ 

■ 

First  Pennsylvania  Corp  (Dec) 

8,702,151 

590,235 

219,827 

2 

J.OU 

First  Security  Corp  (Dec) 

OOO  QQfl 

253 

■ 

m 

First  Tennessee  National  Corp  (Dec) 

2.167,504 

168,834 

84,427 

1 

428 

■ 

• 

■ 

First  Texas  Financial  (Dec) 

1,366,082 

116,006 

38,759 

151 

■ 

■ 

■ 

First  Union  Bancorporation  (Dec) 

3,083,745 

187,652 

131,613 

2 

237 

■ 

■ 

■ 

First  Union  Corp  (Dec) 

2,311,322 

183,841 

86,352 

1 

First  United  Bancorporation  (Dec) 

Q  1  Q09 

CO  QCQ 

460 

■ 

a 

a 

•  First  Virginia  Bankshares  Corp  (Dec) 

1,263,235 

100,541 

66,463 

1 

101 

■ 

• 

■ 

First  Wisconsin  Corp  (Dec) 

4.355,674 

279,573 

102,686 

1 

■ 

248 

■ 

■ 

Fisher  Foods  (Dec) 

344,794 

1,536,523 

47,435 

348 

■ 

■ 

■ 

Flagship  Banks  (Dec) 

1,654,123 

123,073 

45,812 

1  73 

I/O 

Fleming  Companies  (Dec) 

tZUD,  I  DO 

1UO,  c.  1  D 

1 

■ 

409 

Flickinger  (July) 

93,003 

891,445 

30,218 

333 

■ 

■ 

■ 

Florida  National  Banks  of  Florida  (Dec) 

1,726,181 

101,639 

101.237 

1 

345 

■ 

348 

254 

Florida  Power  (Dec) 

1,665,159 

656,138 

475,344 

E  .' 

117 

267 

126 

85 

Florida  Power  &  Light  (Dec) 

4,071,302 

1,464,584 

1,076,344 

IE  i 

J.OO 

9Q9 

97Q 

riuor  (Uct) 

y /u,  /yo 

i  ,yyt>,uou 

C77  C.OA 
Off,  Od*+ 

/ 

257 

149 

229 

154 

FMC  (Dec) 

2,141,533 

2,292,215 

712,757 

12 

■ 

139 

■ 

■ 

Food  Fair  (July) 

459,725 

2,436,702 

36,790 

19 

3 

16 

5 

Ford  Motor  (Dec) 

19,223,900 

37,841,500 

5.418,173 

1.67 

■ 

127 

■ 

■ 

Foremost-McKesson  (Mar) 

941,639 

2,694,619 

225,990 

jDO 

4oo 

pon  nowara  raper  iuecj 

"517  "39A 

9RC^  AQ1 

A  A  1    1  RE. 
****  1,1  jj 

0<iO 

roster  wneeier  iuec) 

oyo.y  /  h 

i ,  i  oy  ,uuo 

9^n  9"5ft 

£ 

259 

m 

277 

407 

Franklin  Life  Insurance  (Dec) 

2,129,475 

398,136 

606,491 

■ 

■ 

492 

■ 

Freeport  Minerals  (Dec) 

465,169 

312,115 

302,075 

< 

481 

207 

471 

343 

Fruehauf  (Dec) 

1,158,579 

1,796,892 

316,391 

{ 

OQO 

p  AC  tftmtA 

uAr  tuecj 

1  b£,4  14 

QAO 

14/  ,U/o 

/ 

ooa 

uamDie-bkogmo  i Jan j 

olU,yo<: 

1  t\"^A  1  OO 
1 ,0.34,  1 

l£U,0  /  £ 

■ 

■ 

lol 

of\r\ 
300 

Gannett  (Dec) 

coo  r\{\o 

OD/,yUo 

i  nc^  OA  A 
1  ,U04,o44 

A 
0 

■ 

■ 

459 

■ 

Gardner-Denver  (Dec) 

445,774 

502,442 

324.156 

283 

439 

480 

■ 

tt  GATX  (Dec) 

2,006,407 

821,183 

309,776 

■ 

■ 

371 

■ 

General  American  Oil  Co  of  Texas  (June) 

356,295 

115,911 

435.097 

357 

117 

337 

200 

General  Dynamics  (Dec) 

1,601,069 

2,901,185 

486,643 

K 

28 

11 

5 

6 

General  Electric  (Dec) 

13,696,800 

17,518,600 

11,379,530 

l,0f 

228 

55 

79 

88 

General  Foods  (Mar) 

2,345,017 

4,909,737 

1,571,157 

11 

404 

115 

84 

162 

General  Mills  (May) 

1,447,271 

2,909,404 

1,511,582 

i  "> 

10 

1 

4 

2 

General  Motors  (Dec) 

26,511,783 

54,961,273 

17,955.088 

3,3; 

106 

310 

105 

115 

General  Public  Utilities  (Dec) 

4,305,443 

1,252,013 

1,246,676 

H 

295 

477 

159 

246 

General  Reinsurance  (Dec) 

1,941,576 

729,305 

925,650 

i 

■ 

414 

290 

421 

General  Signal  (Dec) 

600,981 

875.513 

582,507 

26 

24 

26 

16 

General  Telephone  &  Electronics  (Dec) 

14,686,713 

7,680,107 

4,243,956 

5  " 

365 

166 

326 

166 

General  Tire  &  Rubber  (Nov) 

1,587,324 

2.110,051 

506,524 

!  i 

■ 

369 

■ 

■ 

Genesco  (July) 

456,913 

1,014,787 

48,713 

-15 

■  Not  on  500  list.  6  Considering  change  of  name  to  First  Virginia  Banks, 

tt  Figures  include  unconsolidated  subsidiaries. 


260 


FORBES,  MAY  15,  1 


oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

tuuuj 

Traded 

Symbol 

Items 

Dividends 

{ uec .  ji| 

Headquarters 

Chief  Executive 

6,101 

OTC 

FNHG 

2.01 

0.78 

167/8 

Atlanta,  Ga 

3.0 

Thomas  R  Williams 

4,120 

NYSE 

FNS 

3.22 

2.00 

24% 

Newark,  NJ 

2.7 

Robert  R  Ferguson  Jr 

1,132 

Boston 

FST 

-3.50 

0.25 

15Vz 

Somerville,  Mass 

15.4 

position  vacant 

8,913 

OTC 

FOKL 

1.15 

0.20 

9% 

Oklahoma  City,  Okla 

1.2 

Charles  A  Vose 

1  3  1  OA 
I  J,  id** 

N  Tot 

CDA 

rrrt 

O  HA 
d.UO 

L.Od 

Philadelphia,  Pa 

D.O 

John  R  Bunting 

5,406 

OTC 

FSCO 

5.56 

1.45 

41V4 

Salt  Lake  City,  Utah 

4.1 

George  S  Eccles 

8,887 

OTC 

FTEN 

1.48 

0.44 

9V4 

Memphis,  Tenn 

3.2 

Ronald  A  Terry 

1,566 

OTC 

FTFC 

5.24 

0.40 

24% 

Dallas,  Tex 

0.7 

Roger  J  Keane 

4,618 

OTC 

FUBC 

4.83 

1.84 

28y2 

St  Louis,  Mo 

3.0 

Clarence  C  Barksdale 

O,  LOO 

U 1 L 

r  UINL 

L .  /O 

1  A 

onanotte,  inu 

Q  ft 
O.o 

C  Clifford  Cameron 

3,024 

OTC 

FBFW 

3.19 

0.70 

19*4 

Fort  Worth,  Tex 

l.i 

Paul  W  Mason 

10,225 

NYSE 

FVB 

0.97 

0.46 

6V2 

Falls  Church,  Va 

2.4 

Ralph  A  Beeton 

4,170 

NYSE 

FWB 

3.16 

1.76 

24% 

Milwaukee,  Wise 

4.3 

Hal  C  Kuehl 

6,221 

NYSE 

FHR 

0.68 

0.60 

7% 

Bedford  Heights,  Ohio 

22.0 

John  Fazio 

C  QIC 

o,y  id 

U 1  L 

n  Ar 
r  LMu 

n  7c. 

none 

Miami  Beach,  Fla 

0  7 

rniiip  r  bearie 

6,248 

NYSE 

FLM 

2.28 

0.80 

17 

Oklahoma  City,  Okla 

7.5 

Richard  D  Harrison 

2,686 

OTC 

FLIC 

2.01 

0.56 

UVa 

Buffalo,  NY 

5.8 

Robert  F  Norris 

7,499 

OTC 

FNBF 

1.38 

0.40 

13V2 

Jacksonville,  Fla 

2.5 

John  H  Manry  Jr 

14,350 

NYSE 

FDP 

4.82 

2.33 

33  Va 

St  Petersburg,  Fla 

3.5 

Andrew  H  Hines  Jr 

IN  lot. 

r  rL 

3  ft! 

1 

1 .  Do 

Miami,  Fla 

Q  A 

rviarsnan  mcuonaia 

15,504 

NYSE 

FLR 

4.48 

1.00 

37V4 

Irvine,  Cal 

21.7 

J  Robert  Fluor 

32,034 

NYSE 

FMC 

3.60 

1.10 

22  V* 

Chicago,  III 

44.2 

Robert  H  Malott 

7,358 

NYSE 

FFS 

0.43 

0.20 

5 

Philadelphia,  Pa 

30.0 

Jack  M  Friedland 

118,430 

NYSE 

F 

14.16 

3.04 

45% 

Dearborn,  Mich 

507.1 

Henry  Ford  li 

Ld,D0D 

MVCC 
IN  Yot 

rUK 

/L.K>iL 

1  ,Uo 

San  Francisco,  Cal 

1  / .  1 

Thomas  E  Drohan 

13,522 

NYSE 

FHP 

3.39 

0.72 

32% 

Green  Bay,  Wise 

3.0 

Paul  J  Schierl 

8,150 

NYSE 

FWC 

3.32 

0.90 

28% 

Livingston,  NJ 

19.0 

Frank  A  Lee 

21,004 

OTC 

FLIF 

2.39 

0.98 

28% 

Springfield,  III 

1.4 

William  J  Alley 

15,491 

NYSE 

FT 

1.37 

1.60 

19y2 

New  York,  NY 

3.7 

Paul  W  Douglas 

12,053 

NYSE 

FTR 

5.08 

1.85 

26% 

Detroit,  Mich 

29.4 

Robert  D  Rowan 

13,220 

NYSE 

GAF 

-3.82 

0.60 

lift 

New  York,  NY 

16.5 

Jesse  Werner 

4,299 

NYSE 

GSK 

2.05 

1.40 

28 

Minneapolis,  Minn 

17.5 

Wayne  E  Matschullat 

26,777 

NYSE 

GCI 

2.60 

1.10 

39% 

Rochester,  NY 

14.4 

Allen  H  Neuharth 

19,068 

NYSE 

GDC 

1.24 

0.76 

17 

Dallas,  Tex 

12.0 

Lynn  L  Leigh 

11,972 

NYSE 

GMT 

-0.42 

1.80 

25% 

Chicago,  III 

10.5 

Thomas  M  Thompson 

13,758 

NYSE 

GAO 

1.98 

0.50 

31% 

Dallas,  Tex 

1.5 

Algur  H  Meadows 

10,637 

NYSE 

GD 

9.51 

none 

45% 

St  Louis,  Mo 

73.3 

David  S  Lewis 

228,161 

NYSE 

GE 

4.79 

2.00 

49% 

Fairfield,  Conn 

384.0 

Reginald  H  Jones 

49,878 

NYSE 

GF 

3.56 

1.64 

31Vz 

White  Plains,  NY 

48.0 

James  L  Ferguson 

49,764 

NYSE 

GIS 

2.36 

0.88 

30% 

Minneapolis,  Minn 

61.8 

E  Robert  Kinney 

285,568 

NYSE 

GM 

11.62 

6.80 

62% 

Detroit,  Mich 

796.8 

Thomas  A  Murphy 

59,721 

NYSE 

GPU 

2.50 

1.70 

20% 

Parsippany,  NJ 

10.9 

William  G  Kuhns 

5,445 

OTC 

GREI 

15.70 

1.20 

170 

Greenwich,  Conn 

1.0 

Harold  J  Hudson  Jr 

19,746 

NYSE 

GSX 

2.43 

0.60 

29V2 

Stamford,  Conn 

20.0 

Nathan  R  Owen 

136,352 

NYSE 

GTE 

3.91 

2.06 

3iy8 

Stamford,  Conn 

203.0 

Theodore  F  Brophy 

22,710 

NYSE 

GY 

5.09 

1.20 

22% 

Akron,  Ohio 

39.6 

Michael  G  O'Neil 

12,571 

NYSE 

GCO 

-11.12 

none 

3% 

Nashville,  Tenn 

44.0 

John  L  Hanigan 

<  ita  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977   

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common  Ne 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

■ 

391 

268 

457 

Genuine  Parts  (Dec) 

353,184 

942,959 

624,186  i 

1 

/  D 

Af\ 
4U 

Georgia-Pacific  (Dec) 

q  C7c  nnrv 
0,0  /  D.UUU 

^.yiD.H/D  i\ 

110 

97 

31 

40 

Getty  Oil  (Dec) 

4,173,346 

3,319,402 

3,563,517 

■ 

396 

■ 

■ 

Giant  Food  (Feb) 

215,000 

936,359 

59,607 

183 

■ 

■ 

■ 

Gibraltar  Financial  Corp  of  Calif  (Dec) 

2,735,610 

221,538 

101,860  ; 

473 

236 

217 

263 

Gillette  (Dec) 

L,  199,095 

1,587,209 

737,646 

i-j  i 

uirdra  luecj 

3            1  7£ 
j,goj,  1  1  Z> 

lUO.OHU 

199 

■ 

■ 

■ 

Golden  West  Financial  (Dec) 

2,583,939 

209,821 

84,861 

337 

155 

481 

349 

B  F  Goodrich  (Dec) 

1,698,530 

2,222,518 

308,469  \ 

91 

32 

106 

68 

Goodyear  Tire  &  Rubber  (Dec) 

4,677,908 

6,627,818 

1,232,789  2^ 

479 

230 

238 

220 

Gould  (Dec) 

1,169,126 

1,619,583 

694,260 

■ 

■ 

490 

fiAvarnmnnt  rmnlnvoec  Inciiranrp  priori 
UUVCl  1  III  let  11  i_l  1 1  (jl'jyctr  b  M.5UldliLC  \Uct/ 

989  994 

504  470 

144  170 

166 

68 

137 

119 

W  R  Grace  (Dec) 

2,940,963 

3,976,233 

1,017,279  I 

■ 

■ 

367 

■ 

W  W  Grainger  (Dec) 

246,249 

498,521 

442,607 

■ 

28 

■ 

■ 

Great  Atlantic  &  Pacific  Tea  (Feb) 

1,044,897 

7,235,854 

217,805 

■ 

398 

384 

352 

Great  Northern  Nekoosa  (Dec) 

805,244 

923,810 

427,416 

JU 

44^ 

rmt  UUacfarn  CI  m  nr  n  fflar^ 
uicdl  YVcMcMl  rlNdNt-ld'  \LniL) 

/  .        J,  i  DO 

Q4C  7K1 
OHO,  /  Jl 

367 

72 

302 

253 

Greyhound  (Dec) 

1,586,512 

3,841,462 

559,623 

■ 

241 

■ 

■ 

Grumman  (Dec) 

569,450 

1,552,695 

134,579 

111 

79 

306 

108 

Gulf  &  Western  Industries  (July) 

4,159,096 

3,642,998 

551,241  1! 

27 

10 

18 

12 

Gulf  Oil  (Dec) 

14,225,000 

17,840,000 

5,215,394 

0£0 

OOy 

O^lO 

vjuit  oldies  uiuines  vLfecj 

1 ,  /  JO,  3  /  f 

CQ7  7cn 

JO /  ,  /  DU 

446 

■ 

475 

439 

Gulf  United  (Dec) 

1,301,812 

353,897 

313,999 

155 

47 

28 

35 

Halliburton  (Dec) 

3,030,792 

5,424,214 

3,819,321  3i 

■ 

459 

■ 

■ 

Hammermill  Paper  (Dec) 

532,558 

787,032 

132,311 

■ 

■ 

453 

437 

Hanna  Mining  (Dec) 

477,978 

331,042 

333,847 

76 

■ 

■ 

■ 

Harris  Bankcorp  (Dec) 

5,557,524 

330,148 

202,771 

OQ  1 

crd  1 

A  7  A 
4/0 

Harris  Corp  (June) 

C7Q    1  QC 

o/y,  iyo 

£>1C  "ICQ 

con  1 

■ 

497 

■ 

450 

Harsco  (Dec) 

417,532 

682,891 

259,524 

235 

■ 

■ 

■ 

Hartford  National  (Dec) 

2,317,914 

130,779 

37,087 

412 

■ 

■ 

■ 

Hawaii  Bancorporation  (Dec) 

1,420,907 

106,577 

86,483 

457 

198 

196 

251 

H  J  Heinz  (Apr) 

1,274,900 

1,868,820 

814,457 

107 

■ 

■ 

■ 

Walter  E  Heller  International  (Dec) 

4,277,614 

382,332 

191,503 

393 

217 

251 

364 

Hercules  (Dec) 

1,477,543 

1,697,787 

667,532 

487 

■ 

■ 

■ 

Heritage  Bancorp  (Dec) 

1,140,531 

70,870 

47,385 

■ 

■ 

■ 

466 

Hershey  Foods  (Dec) 

396,153 

671,227 

272,884 

■ 

333 

309 

463 

Heublein  (June) 

819,119 

1,151,053 

543,506 

482 

287 

59 

152 

Hewlett-Packard  (Oct) 

1,158,100 

1,360,000 

2,087,039  l: 

■ 

■ 

■ 

475 

Hilton  Hotels  (Dec) 

511,468 

371,825 

294,580 

■ 

366 

351 

396 

Holiday  Inns  (Dec) 

1,039,595 

1,035,274 

467,161 

■ 

■ 

395 

■ 

Homestake  Mining  (Dec) 

181,430 

158,949 

413,837 

- 

219 

114 

153 

130 

Honeywell  (Dec) 

2,429,360 

2,911,093 

948,007  1 

■ 

346 

■ 

■ 

George  A  Hormel  (Oct) 

258,283 

1,106,274 

120,075 

■ 

■ 

446 

■ 

Hospital  Corp  of  America  (Dec) 

706,601 

550,671 

341,286 

498 

■ 

■ 

■ 

Hospital  Trust  Corp  (Dec) 

1,103,952 

81,847 

46,500 

89 

69 

190 

122 

tt  Household  Finance  (Dec) 

4,698,139 

3,935,011 

826,579 

187 

353 

171 

143 

Houston  Industries  (Dec) 

2,719,865 

1,069,786 

882,858  l: 

■  Not  on  500  list. 


tt  Figures  include  unconsolidated  subsidiaries. 
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oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

h 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(UUU; 

Traded 

Symbol 

Items 

Dividends 

luec.  31) 

Headquarters 

Chief  Executive 

is 

17,521 

NYSE 

GPC 

2.41 

0.87 

35% 

Atlanta,  Ga 

10.6 

Wilton  D  Looney 

jG 

102,748 

NYSE 

GP 

2.54 

0.83 

28% 

Portland,  Ore 

37.0 

Robert  E  Flowerree 

19 

20,539 

NYSE 

GET 

15.11 

3.80 

173y2 

Los  Angeles,  Cal 

12.4 

Harold  E  Berg 

37 

3,222 

ASE 

GFS  A 

2.98 

1.15 

18% 

Washington,  DC 

12.0 

Israel  Cohen 

y,<iou 

IN  Tot 

O  Q7 

U.oU 

1 1 
1 1 

Dn.mrlt.    !  i  ,11.-  l^il 

Beverly  rims,  Lai 

1  1 

1  .  1 

nerDert  J  Young 

'•5 

30,108 

NYSE 

GS 

2.65 

1.50 

24% 

Boston,  Mass 

31.7 

Colman  M  Mockler  Jr 

.'7 

2.480 

OTC 

GIRA 

7.45 

3.24 

43 

Bala  Cynwyd,  Pa 

3.3 

William  B  Eagleson  Jr 

4,682 

NYSE 

GDW 

5.57 

0.24 

18% 

Oakland,  Cal 

1.1 

Herbert  M  Sandler 

14,689 

NYSE 

GR 

3.97 

1.22 

21 

Akron,  Ohio 

39.5 

O  Pendleton  Thomas 

IN  Tot 

U  1 

i  .C.\J 

1  71/. 
1  /  V4 

Akron,  Ohio 

1  Od.D 

cnaries  j  riinoa  Jr 

24,360 

NYSE 

GLD 

3.72 

1.24 

28y2 

Rolling  Meadows,  III 

37.1 

William  T  Ylvisaker 

9 

17,744 

OTC 

GEIC 

1.79 

0.03 

8% 

Washington,  DC 

5.3 

John  J  Byrne 

w 

37,677 

NYSE 

GRA 

3.71 

1.78 

27 

New  York,  NY 

63.4 

J  Peter  Grace 

'8 

14,051 

NYSE 

GWW 

2.38 

0.51 

3iy2 

Chicago,  III 

4.9 

David  W  Grainger 

Oyl  QQO 

^4,oy.£ 

M  VQ  C 

IN  Tot 

PAD 

U.OD 

fl  in 

U.  1U 

Q3/. 

Montvale,  NJ 

yu.u 

Un^4k^«    1  Ci.aU 

Jonatnan  L  bcott 

!7 

15,685 

NYSE 

GNN 

3.84 

1.13 

21Va 

Stamford,  Conn 

12.6 

Samuel  A  Casey 

'8- 

14,914 

NYSE 

GWF 

4.95 

0.70 

23% 

Beverly  Hills,  Cal 

2.0 

Stuart  Davis 

a< 

43,892 

NYSE 

G 

1.88 

1.04 

12% 

Phoenix,  Ariz 

51.7 

Gerald  H  Trautman 

16 

8,095 

NYSE 

GQ 

4.04 

0.95 

16% 

Bethpage,  NY 

27.0 

John  C  Bierwirth 

A  7  QQ/1 

bW 

U.OD 

lit/. 
1  lv2 

New  York,  in  t 

1  lo.b 

Lnarles  u  Ulundorn 

— 

194,968 

NYSE 

GO 

3.86 

1.85 

26% 

Pittsburgh,  Pa 

59.4 

Jerry  McAfee 

,3; 

32,796 

NYSE 

GTU 

1.69 

1.15 

13% 

Beaumont,  Tex 

3.2 

W  Donham  Crawford 

* 

22,035 

NYSE 

GHC 

2.05 

0.67 

14'/4 

Jacksonville,  Fla 

6.3 

E  Grant  Fitts 

•4; 

58,646 

NYSE 

HAL 

6.06 

1.10 

65% 

Dallas,  Tex 

87.9 

John  P  Harbin 

7  i;ri7 
/  ,DU/ 

MVCC 

IN  Tot 

nlVIL 

1L.O1L 

I  .Oil 

L/ra 

Erie,  Pa 

1  1  A 

Albert  r  uuvai 

8,873 

NYSE 

HNM 

5.13 

1.80 

37% 

Cleveland,  Ohio 

3.8 

Gilbert  W  Humphrey 

6,731 

NYSE 

HBC 

4.49 

1.58 

30% 

Chicago,  III 

3.5 

Charles  M  Bliss 

12,453 

NYSE 

HRS 

3.26 

0.90 

46% 

Cleveland,  Ohio 

16.9 

Richard  B  Tullis 

i5C 

9,612 

NYSE 

HSC 

4.49 

1.40 

27 

Wormleysburg,  Pa 

14.1 

Jeffrey  J  Burdge 

2,799 

OTC 

HNAT 

1.24 

1.00 

13% 

Hartford,  Conn 

2.5 

Robert  L  Newell 

7,248 

OTC 

HWBN 

1.76 

0.73 

11% 

Honolulu,  Haw 

2.1 

Wilson  P  Cannon 

22,782 

NYSE 

HNZ 

3.55 

1.23 

35% 

Pittsburgh,  Pa 

32.8 

R  Burt  Gookin 

11,519 

NYSE 

HLR 

2.70 

0.96 

16% 

Chicago,  III 

4.0 

Franklin  A  Cole 

6S 

42,383 

NYSE 

HPC 

1.36 

1.00 

15% 

Wilmington,  Del 

24.0 

Alexander  F  Giacco 

74 

3,908 

OTC 

HRTG 

1.79 

1.08 

12% 

Cherry  Hill,  NJ 

1.3 

William  H  Bell  Jr 

26 

13,730 

NYSE 

HSY 

3.01 

1.14 

19% 

Hershey,  Pa 

7.7 

William  E  C  Dearden 

82 

21,210 

NYSE 

HBL 

1.94 

1.32 

25% 

Farmington,  Conn 

22.8 

Stuart  D  Watson 

OC 

28,492 

NYSE 

HWP 

4.27 

0.40 

73V* 

Palo  Alto,  Cal 

35.0 

William  R  Hewlett 

99 

11,330 

NYSE 

HLT 

2.84 

0.97 

26 

Beverly  Hills,  Cal 

27.0 

Barron  Hilton 

91 

29,661 

NYSE 

HIA 

1.71 

0.45 

15% 

Memphis,  Tenn 

36.8 

Ludwick  M  Clymer 

il 

11,338 

NYSE 

HM 

2.28 

1.25 

36y2 

San  Francisco,  Cal 

2.1 

Paul  C  Henshaw 

40 

20,665 

NYSE 

HON 

6.39 

1.75 

45% 

Minneapolis,  Minn 

75.8 

Edson  W  Spencer 

63 

4,803 

ASE 

HRL 

4.57 

1.12 

25 

Austin,  Minn 

8.7 

Ira  J  Holton 

53 

12,699 

NYSE 

HSP 

2.60 

0.34 

26% 

Nashville,  Tenn 

32.0 

Jack  C  Massey 

20 

2,000 

OTC 

HTCO 

3.24 

1.92 

23V> 

Providence,  Rl 

1.6 

Henry  S  Woodbridge  Jr 

25 

45,292 

NYSE 

HFC 

2.90 

1.23 

18Va 

Chicago,  III 

65.0 

Gilbert  R  Ellis 

56 

28,828 

NYSE 

HOU 

4.41 

1.86 

30% 

Houston,  Tex 

6.5 

Don  D  Jordan 

ire 

:a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 

,  MAY  15,  1978 
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The  Dimensions  Of  American  Busine 


Assets 


WHERE  THEY  RANK:  1977 


Sales 


Market 
Value 


Net 
Profits 


Company  (and  fiscal  year  end) 


Assets 
($000) 


Sales 
($000) 


Market  Value 
of  Common 
($000) 


461 

250 

129 

137 

Houston  Natural  Gas  (July) 

1.258,739 

1,531,951 

1,063,056 

■ 

■ 

167 

324 

Houston  Oil  &  Minerals  (Dec) 

579,765 

255,694 

906,570 

■ 

■ 

416 

447 

Hughes  Tool  (Dec) 

485,957 

450,623 

378,753 

280 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

2,012,160 

136,587 

79,473 

361 

■ 

■ 

■ 

E  F  Hutton  Group  (Dec) 

1,593,795 

334,429 

82,276 

196 

197 

425 

265 

IC  industries  (Dec) 

2,613.166 

1,873,253 

369.011 

436 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

1,339,642 

97,410 

126,445 

■ 

■ 

498 

■ 

Ideal  Basic  Industries  (Dec) 

412.554 

345.156 

297.593 

320 

■ 

282 

286 

Illinois  Power  (Dec) 

1,776,662 

567.387 

598,874 

80 

■ 

■ 

373 

Imperial  Corp  of  America  (Dec) 

5,165,402 

410,701 

219,091 

41 

75 

134 

98 

INA  (Dec) 

9,231.669 

3,740,693 

1,033,973 

282 

■ 

■ 

■ 

Indiana  National  Corp  (Dec) 

2.007,227 

142,106 

46,350 

■ 

■ 

496 

420 

Indianapolis  Power  &  Light  (Dec) 

919.182 

249,413 

300,854 

211 

■ 

■ 

■ 

Industrial  National  Corp  (Dec) 

2,485.106 

200,648 

102,077 

383 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

1     CIO  coo 

1,512,522 

1 15,605 

55,588 

315 

164 

123 

161 

Ingersoll-Rand  (Dec) 

1,805,681 

2,112.845 

1,087,830 

239 

129 

207 

240 

Inland  Steel  (Dec) 

2,302,352 

2,681,604 

783,206 

■ 

■ 

353 

■ 

Intel  (Dec) 

221,246 

282,549 

464,310 

■ 

221 

264 

258 

Interco  (Feb) 

899,778 

1,666,657 

631,004 

■ 

466 

■ 

■ 

Interlake  (Dec) 

559,568 

766,614 

166,641 

20 

9 

1 

3 

International  Business  Machines  (Dec) 

18,978,445 

18,133.184 

40,333.319  ; 

■ 

■ 

185 

435 

International  Flavors  &  Fragrances  (Dec) 

306,045 

314,307 

838.369 

129 

38 

172 

69 

International  Harvester  (Oct) 

3,788,134 

5.975,061 

881,969 

427 

303 

219 

189 

International  Minerals  &  Chemical  (June) 

1,368,600 

1,280,200 

735,375 

■ 

426 

■ 

■ 

International  Multifoods  (Feb) 

317,334 

847,030 

179,249 

124 

77 

62 

59 

International  Paper  (Dec) 

3,839,600 

3,668,900 

2,059,969 

18 

13 

36 

19 

tt  International  Tel  &  Tel  (Dec) 

19,896,000 

16,687,694 

3,316,351 

236 

■ 

■ 

■ 

Investors  Diversified  Services  (Dec) 

2,316,675 

441,509 

167,217 

■ 

183 

■ 

■ 

Iowa  Beef  Processors  (Oct) 

277.527 

2,023,765 

135.148 

191 

153 

448 

359 

IU  International  (Dec) 

2,659.098 

2,238,842 

340,155 

216 

■ 

232 

271 

Jefferson- Pi  lot  (Dec) 

2,450,186 

615,468 

706.604 

■ 

100 

■ 

■ 

Jewel  Companies  (Jan) 

880,618 

3.277,742 

229,120 

360 

284 

362 

264 

Jim  Walter  (Aug) 

1,596,048 

1,380,062 

446,524 

438 

269 

236 

202 

Johns-Manville  (Dec) 

1,333,800 

1,461,432 

697,808 

276 

113 

24 

55 

Johnson  &  Johnson  (Dec) 

2,019,792 

2,914,081 

4,490,336 

■ 

■ 

394 

418 

Joy  Manufacturing  (Sept) 

551,249 

677.686 

414.080 

142 

18 

35 

43 

7  K  mart  (Jan) 

3.428,110 

10,064,457 

3,330.169 

227 

157 

274 

178 

Kaiser  Aluminum  &  Chemical  (Dec) 

2.374,700 

2.179,600 

611,341 

■ 

404 

■ 

■ 

Kane-Miller  (Dec) 

219,263 

916,669 

25,480 

■ 

249 

69 

125 

Kellogg  (Dec) 

839,000 

1,533,400 

1,862.006 

451 

433 

■ 

393 

Kemper  Corp  (Dec) 

1,289,426 

827,937 

212,248 

192 

397 

218 

■ 

Kennecott  Copper  (Dec) 

2,657,745 

925,212 

736,965 

309 

160 

107 

156 

Kerr-McGee  (Dec) 

1,833,301 

2,164,754 

1,208,675 

495 

263 

■ 

371 

Walter  Kidde  (Dec) 

1,107,162 

1,475,018 

285,735 

349 

214 

139 

138 

Kimberly-Clark  (Dec) 

1,651,300 

1,725,500 

1,001,903 

■ 

470 

278 

342 

Knight-Ridder  Newspapers  (Dec) 

563,242 

751,712 

605,682 

■ 

289 

296 

321 

Koppers  (Dec) 

851.900 

1,355,689 

568,250 

■  Not  on  500  list. 

7  Formerly  S  S  Kresge. 

tt  Figures  include  unconsolidated  subsidiaries. 
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FORBES,  MAY  If 


oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977  - 
Earnings 


Shares 

Before 

Market 

Number  of 

i  Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

39,191 

NYSE 

HNG 

3.33 

0.75 

27% 

Houston,  Tex 

11.4 

Robert  R  Herring 

28,780 

ASE 

HOI 

2.27 

0.67 

3iy2 

Houston  Tex 

0.8 

Joseph  C  Waiter  Jr 

10,783 

NYSE 

HT 

3.25 

0.60 

35% 

Houston,  Tex 

9.8 

Raymond  M  Holliday 

5 

2,694 

OTC 

HBAN 

5.34 

1.70 

29V2 

Columbus,  Ohio 

2.5 

Arthur  D  Herrmann 

1 

6,453 

NYSE 

EFH 

2.72 

0.62 

12% 

New  York,  NY 

6.7 

Robert  M  Fomon 



j 

14,687 

NYSE 

ICX 

4.55 

1.46 

25% 

Chicago,  III 

43.1 

William  B  Johnson 

8 

5,324 

OTC 

IDNB 

2.60 

0.65 

23% 

Rni<ip  Ida 

UUI  X,  IVJU 

1.9 

Thomas  C  Frye 

1 

13,081 

NYSE 

IDL 

2.65 

1.25 

22% 

Denver,  Colo 

4.0 

John  A  Love 

2 

22,599 

NYSE 

IPC 

2.68 

2.20 

26V2 

Decatur,  III 

3.7 

Wendell  J  Kelley 

»: 

13,801 

NYSE 

ICA 

4.10 

0.45 

15% 

San  Diego,  Cal 

1.4 

V  L  Viskas 

x 

24,915 

NYSE 

INA 

6.47 

2.25 

41V2 

Philadelphia,  Pa 

30.4 

Ralph  S  Saul 

»! 

4,944 

OTC 

INAT 

0.89 

9% 

InHianannliQ  Inci 

i  i  iu  la  i  la  [-     '  1  -  r   '  '  "  J 

2.1 

ThrimjiQ  W  RinfnrH 

1  1  1UI  1  IOO   Wf  IJIIIIUIU 

V; 

11,915 

NYSE 

IPL 

3.44 

1.88 

25V4 

Indianapolis,  Ind 

2.1 

Zane  G  Todd 

6,049 

NYSE 

INB 

2.79 

1.20 

16% 

Providence,  Rl 

3.1 

John  J  Cummings  Jr 

> 

2,138 

OTC 

IBKT 

4.05 

1.85 

26 

Jenkintown,  Pa 

1.7 

Richard  W  Havens 

18,960 

NYSE 

IR 

5.83 

2.80 

57% 

Woodcliff  Lake,  NJ 

47.2 

William  L  Wearly 

20,343 

NYSE 

IAD 

4  23 

2.60 

3gy2 

Phiraon  III 

35.2 

I   ICUCI  ILn   'J  jail_r\0 

10,318 

OTC 

INTC 

2.98 

none 

45 

Santa  Clara,  Cal 

8.1 

Gordon  E  Moore 

14,341 

NYSE 

ISS 

5.70 

1.77 

44 

St  Louis,  Mo 

44.0 

William  L  Edwards  Jr 

5,925 

NYSE 

IK 

3.17 

2.20 

28% 

Oak  Brook,  III 

12.1 

Reynold  C  MacDonald 

147,471 

NYSE 

IBM 

18.30 

10.00 

273% 

Armonk,  NY 

310.2 

Frank  T  Cary 

,c 

36,650 

NYSE 

IFF 

1  25 

0.46 

22% 

Npw  Ynrk  NY 

I1CW   l(JII\,  111 

3.3 

Hpnrv  Ci  Waltpr  Ir 

29,156 

NYSE 

HR 

6.92 

1.85 

30% 

Chicago,  III 

93.2 

Archie  R  McCardell 

18,046 

NYSE 

IGL 

6.09 

2.50 

40% 

Libertyville,  III 

9.9 

Richard  A  Lenon 

7,836 

NYSE 

IMC 

2.56 

0.93 

22% 

Minneapolis,  Minn 

8.1 

William  G  Phillips 

(_ 

47  085 

NYSE 

IP 

4.98 

2.00 

43% 

New  York,  NY 

51.7 

J  Stanford  Smith 

8 

104,452 

NYSE 

ITT 

3.98 

1.76 

31% 

New  York,  NY 

375.0 

Lyman  C  Hamilton 

6 

7,231 

ASE 

IDS  A 

4  48 

0  96 

23  Vs 

IW1  mnoa  r\A  he  Minn 
l VI 1 1  ll  icaLJUl  tb,  l Vl  1 1 1 1 1 

1  9 

Pharloc  P  Dram 

^iioiicb  n  vJicm 

4,413 

NYSE 

IBP 

6.29 

0.50 

30% 

Dakota  City,  Neb 

9.0 

J  Fred  Haigler 

30,236 

NYSE 

IU 

1.75 

0.90 

11% 

Philadelphia,  Pa 

40.3 

John  M  Seabrook 

1 

23,652 

NYSE 

JP 

3.25 

0.89 

29% 

Greensboro,  NC 

6.0 

W  Roger  Soles 

1  i  ,UU  X 

NYSE 

JWL 

2.32 

1.30 

19% 

Chicago,  III 

35.2 

Donald  S  Perkins 

1 

14,404 

NYSE 

JWC 

4.56 

1.30 

31 

Tampa,  Fla 

25.0 

James  W  Walter 

? 

21,471 

IN  lot 

1  M 
JIVI 

1  RR 
1 .  Do 

Denver,  Colo 

OR  A 

John  A  McKinney 

1 

58,506 

NYSE 

JNJ 

4.23 

1.40 

76% 

New  Brunswick,  NJ 

60.5 

James  E  Burke 

12,940 

NYSE 

JOY 

3.92 

1.40 

3d. 

rittsDurgn,  ra 

io.U 

James  w  wncock 

121,650 

NYSE 

KM 

2.43 

0.50 

27% 

Troy,  Mich 

206.0 

Robert  E  Dewar 

) 

19,881 

NYSE 

KLU 

5.53 

1.35 

30% 

Oakland,  Cal 

26.2 

Cornell  C  Maier 

) 

3,640 

NYSE 

KML 

0.68 

0.28 

7 

Tarrytown,  NY 

5.5 

Stanley  B  Kane 

) 

76,390 

NYSE 

K 

1.81 

1.13 

24% 

Battle  Creek,  Mich 

20.4 

Joe  E  Lonning 

5,815 

OTC 

KEMC 

9.31 

1.20 

36% 

Long  Grove,  III 

10.5 

James  S  Kemper  Jr 

33,122 

NYSE 

KN 

0.22 

0.60 

22% 

New  York,  NY 

17.1 

Frank  R  Milliken 

25,854 

NYSE 

KMG 

4.61 

1.25 

46% 

Oklahoma  City,  Okla 

11.3 

Dean  A  McGee 

9,982 

NYSE 

KDE 

5  12 

1.25 

28% 

Clifton,  NJ 

43.0 

Fred  R  Sullivan 

23,368 

NYSE 

KMB 

5.60 

2.10 

42% 

Neenah,  Wise 

28.5 

Darwin  E  Smith 

15,732 

NYSE 

KRN 

3.76 

0.86 

38% 

Miami,  Fla 

14.0 

Alvah  H  Chapman  Jr 

24,978 

NYSE 

KOP 

2.64 

0.95 

22% 

Pittsburgh,  Pa 

18.2 

Fletcher  L  Byrom 

a  adjusted  for  stock  splits  and 

stock  dividends  through  May  15,  1978. 
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\bu'd  expect  McDonnell  Dou 
to  build  the  super  quiet  I 
DC-9  Super  80. 

...but  would  you  expect  us  to  help  you » 
your  projects  on  Spacelab,  insulate  00  a 
going  tankers,  or  keep  books  for  doctc 

J 


The  new  DC-9  Super  80  is  coming. 
And  you'll  be  able  to  see  it  long,  long 
before  you  hear  it. 

Our  new  Super  80  is  expected  to 
cut  the  high-noise  area  around  airports 
to  as  little  as  one-fifth  of  what  it  is 
with  current  jetliners  of  comparable 
size.  With  powerful,  yet  efficient,  new 
engines,  and  improved  instru- 
mentation for  all-weather 
operations,  the  Super  80  offers 
airlines  the  lowest  operating  cost  per 
eat  mile  of  any  jetliner  in  this  class. 

And  it  offers  you,  the  passenger, 
he  comfort  of  improved  ventilation 
and  lighting,  a  much  quieter  ride,  plus 
he  on-time  reliability  you've  come  to 
xpect  from  the  DC-9  family  of  jets. 

Our  new  Super  80  will  fly  in  the 
?arly  1980s . . .  and  so  will  Spacelab . . . 


Under  contract  with  NASA,  we're 
working  with  scientists  and  private 
industry  to  put  research  and 
manufacturing  projects  into 
orbit  aboard  the  European 
Space  Agency's  Spacelab.  The 
potential  is  as  limitless  as 
space  itself.  New  life-saving 
drugs,  for  instance, 
difficult  to  produce  on 
^arth.  And  silicone  crystals 
or  electronics  com- 
onents  — with  a  purity  ^ 
ever  before  achieved, 
jo  put  your  projects 
•lto  orbit,  we're  the  ones  to  call. 


lr  "floating  pipeline"  another  project 
th  roots  in  our  space  work,  offers  help 
solving  world-wide  energy  problems. 
?veloped  in  cooperation  with  Gaz- 
■ansport  of  France,  it's  an  insulating 


system  for  sea-going  tankers  which 
keeps  natural  gas  in  super-cold  liquid 
form  during  transport.  This 
system,  that  saves  space  on 
ships,  offers  cost  savings  to 
shipbuilders  and  owners, 
and  eventually,  to  users. 
Just  as  our  aerospace  technology 
has  produced  some  quite  remarkable 
down-to-earth  benefits,  so  has  our 
computer  technology. . . 


You  may  have 
noticed— your 
doctor  has  not 
escaped  the  paperwork  avalanche.  In- 
surance and  other  report  forms  to  be 
filled  out.  Financial  accounting  which 
grows  more  and  more  complex.  Records 
of  all  kinds  which  must  be  kept  avail- 
able. Expensive  paperwork  which  adds 
to  the  cost  of  your  medical  care. 

That's  why  you'll  welcome,  as 
doctors  do,  our  new  Physician  Data 
Services  — a  fully-computerized  account- 
ing and  records  system  for  medical 
groups  and  clinics.  It  not  only  gives  you 
instant  answers  to  questions  about  your 
account,  it  also  gives  your  doctor  an 
accurate,  automated  answer  to  his 
paperwork  problems.  And  that  can  help 
keep  your  medical  care  costs  down. 

Finding  answers  is  the  work  we  do 
at  McDonnell  Douglas.  And  while  we're 
an  aerospace  company,  building  jet- 
liners, fighter  planes,  and  space  systems, 
we're  also  building  on  our  aerospace 
technology  to  help  find  answers  to  the 
needs  of  people  everywhere.  If  you'd 
like  to  know  more  about  any  of  the 
work  we've  discussed  here,  just  drop  us 
a  note.  Address:  McDonnell  Douglas, 
Box  14526,  St.  Louis,  MO  63178. 


We  bring  technology  to 
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The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

266 

52 

103 

107 

Kraft  (Dec) 

2,085,361 

5,238,807 

1.247,764 

415 

30 

420 

344 

Kroger  (Dec) 

1,413,932 

6,747,553 

374,650 

469 

■ 

■ 

■ 

Landmark  Banking  Corp  of  Florida  (Dec) 

1,226,069 

82,672 

40,393 

■ 

402 

■ 

■ 

Lear  Siegler  (June) 

583,922 

920,285 

195,489 

■ 

485 

■ 

■ 

Leaseway  Transportation  (Dec) 

543,530 

701,438 

243,753 

■ 

240 

257 

139 

Levi  Strauss  (Nov) 

824,153 

1,559,341 

652,800 

■ 

379 

■ 

360 

Libbey-Owens-Ford  (Dec) 

652,298 

978,692 

285,233 

483 

■ 

■ 

■ 

Liberty  National  Corp  (Dec) 

1,153,206 

59,518 

37,743 

343 

■ 

387 

399 

Liberty  National  Life  Insurance  (Dec) 

1,676,690 

343,813 

425,064 

■ 

440 

■ 

■ 

Liggett  Group  (Dec) 

705,042 

819,473 

239,039 

327 

255 

44 

62 

Eli  Lilly  (Dec) 

1,752,645 

1,518,012 

2,673,331 

153 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

3,053,134 

212,135 

71,578 

70 

190 

210 

129 

Lincoln  National  Corp  (Dec) 

6,037,964 

1,932,641 

765,404 

271 

91 

328 

376 

Litton  Industries  (July) 

2,063,809 

3,442,924 

500,475 

371 

95 

■ 

380 

8  Lockheed  (Dec) 

1,568,900 

3,372,800 

171,030 

61 

108 

375 

135 

Loews  (Dec) 

6,983,411 

3,027,020 

432,720 

■ 

420 

■ 

■ 

Lone  Star  Industries  (Dec) 

667,538 

861,324 

214,985 

203 

436 

192 

136 

Long  Island  Lighting  (Dec) 

2,546,545 

824,080 

820,264 

■ 

■ 

182 

212 

Louisiana  Land  &  Exploration  (Dec) 

810,798 

432,494 

845,077 

■ 

452 

439 

351 

Louisiana-Pacific  (Dec) 

678,170 

794,480 

353,171 

270 

58 

■ 

■ 

LTV  (Dec) 

2,065,987 

4,703,296 

93,056 

■ 

a 

235 

363 

Lubrizol  (Dec) 

360,467 

514,711 

700,982 

■ 

70 

287 

339 

Lucky  Stores  (Jan) 

753,223 

3,914,072 

593,575 

338 

211 

■ 

■ 

Lykes  (Dec) 

1,697,226 

1,766,630 

57,619 

■ 

223 

405 

395 

R  H  Macy  (July) 

938,994 

1,660,684 

394,229 

■ 

324 

■ 

■ 

Malone  &  Hyde  (June) 

162,113 

1,197,139 

163,608 

6 

186 

124 

103 

Manufacturers  Hanover  Corp  (Dec) 

35,787,568 

2,011,425 

1,083,252 

135 

■ 

■ 

■ 

Manufacturers  National  Corp  (Dec) 

3,589,166 

234,924 

105,996 

■ 

■ 

215 

354 

MAPCO  (Dec) 

620,579 

524,124 

741,106 

141 

63 

88 

70 

Marathon  Oil  (Dec) 

3,445,626 

4,252,028 

1,475,585 

411 

■ 

■ 

■ 

Marine  Corp  (Dec) 

1,428,860 

97,322 

42,264 

33 

468 

■ 

■ 

Marine  Midland  Banks  (Dec) 

12,137,184 

758,978 

160,719 

■ 

367 

378 

■ 

Marriott  (July) 

871,914 

1,026,313 

430,978 

■ 

■ 

183 

375 

Marsh  &  McLennan  Companies  (Dec) 

282,847 

415,219 

842,547 

358 

■ 

■ 

■ 

Marshall  &  llsley  Corp  (Dec) 

1,597,920 

105,632 

63,954 

421 

275 

293 

206 

Martin  Marietta  (Dec) 

1,376,778 

1,439,761 

574,899 

167 

■ 

■ 

■ 

Maryland  National  (Dec) 

2,935,375 

222,777 

122,975 

■ 

■ 

320 

412 

Masco  Corp  (Dec) 

449,597 

450,727 

519,644 

350 

143 

283 

250 

May  Department  Stores  (Jan) 

1,650,533 

2,370,281 

597,754 

■ 

327 

434 

■ 

Oscar  Mayer  (Oct) 

377,734 

1,188,429 

358,430 

■ 

■ 

419 

■ 

Maytag  (Dec) 

164,322 

299,403 

375,947  t 

■ 

376 

■ 

■ 

MBPXL  (Oct) 

120,158 

986,509 

28,446 

368 

393 

224 

219 

tt  MCA  (Dec) 

1,579,526 

941,543 

721,170  p 

422 

320 

165 

76 

J  Ray  McDermott  (Mar) 

1,376,005 

1,223,841 

909,989 

352 

283 

60 

128 

McDonald's  (Dec) 

1,645,155 

1,384,207 

2,081,888 

212 

84 

145 

149 

McDonnell  Douglas  (Dec) 

2,467,526 

3,544,798 

990,044 

■ 

363 

360 

368 

McGraw-Edison  (Dec) 

616,731 

1,044,276 

450,643 

•  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 


8  Formerly  Lockheed  Aircraft. 
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foster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Where 

Ticker 

FiftranrHinPrv 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

27,883 

NYSE 

KRA 

5.51 

2.32 

44% 

Glenview,  III 

46.9 

William  0  Beers 

13,562 

NYSE 

KR 

4.49 

1.52 

27% 

Cincinnati,  Ohio 

85.0 

Lyle  Everingham 

7,181 

OTC 

LBKF 

0.83 

0.36 

5% 

Fort  Lauderdale,  Fla 

1.7 

Fred  R  Millsaps 

12  412 

NYSE 

LSI 

2.70 

0.55 

15% 

Qanta  Mnmra  Pal 
Od  I  1  la  1 VI  u  I  1 1  La  ,  1 

24.4 

RnHprt  T  flamninn 

7,863 

NYSE 

LTC 

4.12 

1.26 

31 

Cleveland  Ohio 

16.1 

Robert  A  Burgin 

21,760 

NYSE 

LVI 

5.87 

0.83 

30 

San  Francisco,  Cal 

37.2 

Peter  E  Haas 

11,077 

NYSE 

LOF 

4.88 

2.20 

25% 

Toledo,  Ohio 

20.6 

Robert  G  Wingerter 

1,641 

OTC 

LIBN 

3.20 

1.15 

23 

Oklahoma  City,  Okla 

0.7 

John  W  McLean 

19,104 

OTC 

LNAT 

2.67 

0.82 

22% 

Riririi  noharn  Ala 

4.4 

Frank  P  Samford  Jr 

8,978 

NYSE 

LGT 

0.12 

2.50 

26% 

Durham  NC 

8.5 

Ravmnnd  1  MiJIipan 

i \a j ■  i iui  i«j  j  iviumiccjii 

70,583 

NYSE 

LLY 

3  10 

1.42 

37% 

Indianapolis,  Ind 

23.8 

Richard  D  Wood 

3,217 

OTC 

LFBK 

3.60 

1.88 

22% 

Rochester,  NY 

3.8 

Alexander  D  Hargrave 

22,026 

NYSE 

LNC 

5.67 

1.70 

34% 

Fort  Wayne,  Ind 

15.1 

Ian  M  Rolland 

34,487 

NYSE 

LIT 

1.37 

none 

14% 

Beverly  Hills,  Cal 

94.0 

Charles  B  Thornton 

1 1,402 

NYSE 

LK 

3.71 

none 

15 

Burhank  Cal 

UUI  UQ  1  In,  OQ  1 

55. 1 

Roy  A  Anderson 

12,020 

NYSE 

LTR 

10.41 

1.20 

36 

New  York,  NY 

23.0 

Laurence  A  Tisch 

11,096 

NYSE 

LCE 

2.66 

1.10 

19% 

Greenwich,  Conn 

13.0 

James  E  Stewart 

44,041 

NYSE 

LIL 

2.59 

1.61 

18% 

Mineola,  NY 

5.4 

Charles  R  Pierce 

37,981 

NYSE 

LLX 

2.64 

1.20 

22% 

New  Orleans  La 

2.5 

John  G  Phillips 

27,167 

NYSE 

LPX 

2.19 

0.39 

13 

Portland  Ore 

12.0 

Harry  A  Mprln 

1  ICII II  M  IVICI  IU 

14,597 

NYSE 

LTV 

-4.28 

none 

6% 

Dallas,  Tex 

52.8 

W  Paul  Thayer 

19,886 

NYSE 

LZ 

2.96 

1.25 

35% 

Wickliffe,  Ohio 

3.6 

Thomas  W  Mastin 

42,023 

NYSE 

LKS 

1.46 

0.70 

14ya 

Dublin,  Cal 

47.0 

Wayne  H  Fisher 

9,219 

NYSE 

LY 

-21.61 

0.20 

6% 

[\jp\Ai  Orlpan^   1  a 

I1C1Y  Ul  ICullj,    I—  O 

28. 1 

9,949 

NYSE 

MZ 

5.33 

1.40 

39% 

New  York,  NY 

41.0 

Donald  R  Smilev 

6,817 

NYSE 

MHI 

2.27 

0.72 

24 

Memphis,  Tenn 

5.2 

Joseph  R  Hyde  III 

32,457 

NYSE 

MHC 

5.14 

1.92 

33% 

New  York,  NY 

18.8 

Gabriel  Hauge 

3,2i2 

OTC 

MNTL 

7.14 

2.20 

33 

Detroit,  Mich 

3.2 

Dean  E  Richardson 

(  18,703 

NYSE 

MDA 

3.20 

1.10 

39% 

Tulsa,  Okla 

2.8 

Robert  E  Thomas 

■  30,191 

NYSE 

MRO 

6.54 

2.20 

48% 

FinHlau  Ohin 
i  1 1  iu  i  a  y ,  \j 1 1 1 u 

13.4 

MarnlH  T\  Mnnnmsn 
naiuiu  u  nuupiiiaii 

1,761 

OTC 

MCRP 

4.82 

1.34 

24 

Milwaukee,  Wise 

1.8 

George  R  Slater 

12,483 

NYSE 

MM 

i.58 

0.80 

12% 

Buffalo,  NY 

10.2 

Edward  W  Duffy 

36,679 

NYSE 

MHS 

0.99 

none 

11% 

Washington,  DC 

61.7 

J  Willard  Marriott  Jr 

C  13,784 

NYSE 

MMC 

4.07 

2.30 

6i% 

New  York,  NY 

9.6 

John  M  Regan  Jr 

1,672 

OTC 

MRIS 

6.98 

2.16 

38% 

Milwaukee,  Wise 

1.7 

John  A  Puelicher 

4  23,830 

NYSE 

ML 

4.29 

1.50 

24% 

Bethesda,  Md 

25.2 

J  Donald  Rauth 

7,129 

OTC 

MDNT 

2.63 

0.73 

17% 

Baltimore,  Md 

4.0 

Robert  D  H  Harvey 

3  25,504 

NYSE 

MAS 

1.90 

0.34 

20% 

Taylor,  Mich 

7.5 

Richard  A  Manoogian 

9  22,242 

NYSE 

MA 

3.71 

1.15 

26% 

St  Louis,  Mo 

63.5 

David  E  Babcock 

9  .  14,482 

NYSE 

OMC 

2.43 

0.83 

24% 

Madison,  Wise 

13.8 

P  Goff  Beach 

7  13,367 

NYSE 

MYG 

2.58 

1.75 

28>/e 

Newton,  Iowa 

3.7 

Daniel  J  Krumm 

2,384 

NYSE 

MXL 

2.16 

0.35 

11% 

Wichita,  Kan 

3.5 

David  J  La  Fleur 

0  18,551 

NYSE 

MCA 

5.13 

0.96 

38% 

Universal  City,  Cal 

18.1 

Lew  R  Wasserman 

*  32,212 

NYSE 

MDE 

6.11 

0.73 

28% 

New  Orleans,  La 

19.4 

Charles  L  Graves 

3  40,425 

NYSE 

MCD 

3.37 

0.18 

5iy2 

Oak  Brook,  III 

90.0 

Fred  L  Turner 

3  37,011 

NYSE 

MD 

3.20 

0.49 

26% 

St  Louis,  Mo 

61.6 

Sanford  N  McDonnell 

16,387 

NYSE 

MGR 

3.50 

1.60 

27V2 

Elgin,  III 

24.0 

Edward  J  Williams 

a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977   

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

■ 

■ 

354 

401 

McGraw-Hill  (Dec) 

549,820 

659,024 

464,118 

■ 

479 

■ 

■ 

McKee  (Dec) 

152,562 

725,386 

56,950 

424 

203 

349 

213 

Mead  (Dec) 

1,373,993 

1,821,826 

472,850 

37 

■ 

334 

296 

Mellon  National  Corp  (Dec) 

9,921,106 

668,027 

492,450 

■ 

264 

243 

287 

Melville  (Dec) 

553,696 

1,473,587 

691,969 

146 

■ 

■ 

■ 

Mercantile  Bancorporation  (Dec) 

3,371,091 

213,968 

161,590 

■ 

457 

■ 

■ 

Mercantile  Stores  (Jan) 

438,897 

789,217 

231,418 

143 

■ 

■ 

■ 

Mercantile  Texas  Corp  (Dec) 

3,416,506 

206,166 

160,191 

416 

■ 

■ 

■ 

Merchants  National  Corp  (Dec) 

1,412,031 

101,886 

52,550 

286 

215 

27 

45 

Merck  (Dec) 

1,993,389 

1,724,410 

4,193,247 

50 

342 

316 

445 

Merrill  Lynch  &  Co  (Dec) 

8,094,599 

1,124,216 

530,430 

■ 

■ 

273 

467 

Mesa  Petroleum  (Dec) 

800,210 

140,058 

614,924 

■ 

■ 

402 

■ 

Metro-Goldwyn- Mayer  (Aug) 

426,716 

288,545 

399,977 

■ 

438 

■ 

■ 

Fred  Meyer  (Dec) 

270,412 

822,478 

132,351 

■ 

■ 

438 

434 

MGIC  Investment  (Dec) 

937,403 

199,363 

353,568 

99 

■ 

■ 

■ 

Michigan  National  Corp  (Dec) 

4,383,622 

333,023 

200,842 

86 

274 

118 

110 

Middle  South  Utilities  (Dec) 

4,736,707 

1,443,057 

1,108,949 

254 

■ 

■ 

■ 

Midlantic  Banks  (Dec) 

2,158,966 

138,456 

60,818 

137 

67 

15 

26 

Minnesota  Mining  &  Manufacturing  (Dec) 

3,529,597 

3,980,326 

5,628,037 

305 

252 

260 

164 

Missouri  Pacific  Corp  (Dec) 

1,866,391 

1,527,040 

633,209 

17 

5 

11 

9 

Mobil  (Dec) 

20,575,967 

32,125,828 

6,739,542  1 

103 

59 

58 

46 

Monsanto  (Dec) 

4,347,602 

4,594,500 

2,088,503 

472 

■ 

500 

■ 

Monumental  Corp  (Dec) 

1,200,816 

216,883 

296,801 

8 

194 

75 

64 

J  P  Morgan  &  Co  (Dec) 

31,663,815 

1,896,573 

1,663,197 

■ 

461 

■ 

■ 

Morrison-Knudsen  (Dec) 

335,125 

781,207 

97,351 

 ■ 

■ 

■ 

455 

■ 

Morton-Norwich  (June) 

468,603 

609,303 

331,982 

413 

200 

117 

196 

Motorola  (Dec) 

1,416,733 

1,848,395 

1,113,656 

431 

341 

346 

424 

Murphy  Oil  (Dec) 

1,361,017 

1,125,064 

479,375 

■ 

171 

212 

268 

Nabisco  (Dec) 

1,063,331 

2,073,278 

757,701 

■ 

■ 

318 

408 

Nalco  Chemical  (Dec) 

285,005 

445,602 

523,879 

■ 

380 

■ 

■ 

National  Can  (Dec) 

523,786 

975,739 

107,296 

455 

■ 

■ 

■ 

National  Central  Financial  (Dec) 

1    O  ~l  C   Ol  o 

1 ,2/6,olo 

88,649 

71, 140 

134 

■ 

462 

453 

National  City  Corp  (Dec) 

3,599,295 

226, 177 

323,203 

47 

■ 

474 

366 

National  Detroit  Corp  (Dec) 

8,440,067 

497,064 

314,108 

450 

308 

313 

247 

National  Distillers  &  Chemical  (Dec) 

1,293,318 

1,255,987 

534,167 

■ 

472 

■ 

■ 

National  Gypsum  (Dec) 

559,368 

748,339 

261,056 

■ 

■ 

377 

■ 

National  Starch  &  Chemical  (Dec) 

247,264 

370,780 

431,517 

178 

105 

262 

348 

National  Steel  (Dec) 

2,827,646 

3,138,861 

632,304 

■ 

429 

■ 

■ 

National  Tea  (Dec) 

141,342 

835,604 

40,000 

328 

■ 

■ 

■ 

Nationwide  Corp  (Dec) 

1,749,834 

511,253 

126,609 

■ 

■ 

■ 

291 

Natomas  Company  (Dec) 

722,617 

564,954 

295,026 

92 

■ 

■ 

■ 

NCNB  (Dec) 

4,646,513 

303,831 

192,294 

230 

137 

128 

113 

NCR  (Dec) 

2,340,796 

2,521,626 

1,064,850 

321 

464 

343 

381 

New  England  Electric  System  (Dec) 

1,775,476 

775,455 

482,484 

346 

■ 

* 

■ 

New  England  Merchants  Co  (Dec) 

1,658,179 

126,815 

49,400 

493 

■ 

■ 

■ 

New  Jersey  National  Corp  (Dec) 

1,109,173 

78,736 

45,390 

388 

■ 

396 

353 

New  York  State  Electric  &  Gas  (Dec) 

1,489,862 

459,452 

411,149 

■  Not  on  500  list. 
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FORBES,  MAY  IE 


foster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

ft  A    -1,  ~,f 

iviarKei 

Number  of 

i 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

0 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

24,110 

NYSE 

MHP 

2.08 

0.80 

19V4 

New  York,  NY 

11.9 

Harold  W  McGraw  Jr 

5€ 

3,400 

NYSE 

MKE 

2.54 

0.98 

16% 

Cleveland,  Ohio 

4.8 

Richard  G  Widman 

NY9F 

MFA 

IVI  Cr\ 

a  i  n 

0  QR 

2 1  Vo 

L*CiyiUll,  UllliJ 

27  8 

lamfiC  \W  Urxuiinau 
Jdlllca  VV  IVILOWItlcy 

9,800 

OTC 

MNBT 

7.15 

2.75 

50% 

Pittsburgh.  Pa 

6.2 

James  H  Higgins 

24,824 

NYSE 

MES 

2.95 

0.96 

27% 

Harrison,  NY 

37.8 

Francis  C  Rooney  Jr 



5,876 

OTC 

MTRC 

3.90 

2.20 

27% 

St  Louis.  Mo 

3.1 

Donald  E  Lasater 

5,896 

NYSE 

MST 

5.30 

0.80 

39Vi 

New  York.  NY 

16.5 

Leon  F  Winbigler 

J,  7jO 

NY^F 

IN  1  JL 

MTD 

A  1  fi 

c.  1 

1 1  c  Tov 

Udlldb  If/ 

C. .  D 

uciic  n  DibFiup 

2,167 

OTC 

MCHN 

4.02 

0.91 

24  V4 

Indianapolis,  Ind 

1.4 

Otto  N  Frenzel  III 

75,554 

NYSE 

MRK 

3.85 

1.50 

55y2 

Rahway.  NJ 

28.1 

John  J  Horan 

35,362 

NYSE 

MER 

1.25 

0.86 

15 

New  York.  NY 

20.4 

Donald  T  Regan 

15,869 

NYSE 

MSA 

2.66 

0.25 

38% 

Amarillo.  Tex 

0.5 

Thomas  B  Pickens  Jr 

14  117 

NYSE 

1VI U  IVI 

2.24 

0.95 

28% 

Pi ilupr  C\i\j  Pal 

6.2 

5,832 

OTC 

MEYRA 

2.91 

0.38 

22% 

Portland.  Ore 

13.4 

Oran  B  Robertson 

22,098 

NYSE 

MGI 

2.03 

0.30 

16 

Milwaukee.  Wise 

1.2 

Max  H  Karl 

14 

6,751 

OTC 

MNCO 

5.20 

0.95 

29% 

Bloomfield  Hills.  Mich 

5.0 

Stanford  C  Stoddard 

67,209 

NYSE 

MSU 

2.18 

1  38 

16% 

New  Orleans  La 

10.5 

Floyd  W  Lewis 

2  703 

OTP 

MIDL 

3  28 

o  no 

£.£.72 

Woct  Dranoo    N  1 
VVcbl  vjfdllgc  'NJ 

0  R 

D/tnart  Van  Quran 

116,042 

NYSE 

MMM 

3.57 

1.70 

48% 

St  Paul.  Minn 

81.4 

Raymond  H  Herzog 

13,691 

NYSE 

MIS 

8.59 

1.95 

46y4 

St  Louis  Mo 

21.8 

Downing  B  Jenks 

5. 



105,926 

NYSE 

MOB 

9.49 

3.90 

63% 

New  York  NY 

200.7 

Rawleigh  Warner  Jr 

0' 

36,243 

NYSE 

MTC 

7.46 

3.03 

57% 

St  Louis  Mo 

61.5 

John  W  Hanley 

4( 

14  218 

OTC 

IVI \J  1  s  \J 

1  44 

0  56 

20% 

Dal  LI  1 1  lUi  C     'VI U 

3.2 

FranL  RaLVor  Ir 
rFdllK  DdRci  Ji 

6. 

38,679 

NYSE 

JPM 

5.32 

2.00 

43 

New  York  NY 

9.9 

Walter  H  Page 

2< 

2,906 

NYSE 

MRN 

5.87 

1.05 

33Vz 

Boise  Ida 

15.7 

William  H  McMurren 

5/ 

12,587 

NYSE 

MNP 

2.51 

1.00 

26% 

Chicago  in 

10.9 

John  W  Simmons 

30,407 

NYSE 

MOT 

3.50 

0.84 

36% 

Schaumburg  m 

60.0 

Robert  W  Galvin 

12,411 

NYSE 

MUR 

3.79 

0.80 

38% 

El  Dorado  Ark 

4.0 

Charles  H  Murphy  Jr 

2t 

NY^F 
IN  T  OC. 

MAR 

9  AQ 

*t  /  V4 

East  Hanove'  Nj 

ai  n 

Robert  M  Schaeberle 

1( 

19,769 

NYSE 

NLC 

2.51 

1.07 

26V2 

Oak  Brook  in 

4.2 

Robert  T  Powers 

6,706 

NYSE 

NAC 

1.20 

0.59 

16 

Chicago  Hi 

13.7 

Frank  W  Considine 

1' 

3,557 

OTC 

NCFC 

3.21 

1.20 

20 

Lancaster  Pa 

1.4 

Wilson  D  McElhinny 

}^ 

7,883 

OTC 

NCTY 

5.43 

1.95 

41 

Cleveland.  Ohio 

2.7 

Claude  M  Blair 

11,966 

NYSE 

NBD 

4.80 

1.52 

26% 

Detroit.  Mich 

5.5 

Robert  M  Surdam 

25,899 

NYSE 

DR 

3.27 

1.60 

20% 

New  York.  NY 

13.1 

Drummond  C  Bell 

5C 

16,316 

NYSE 

NG 

2.25 

1.05 

16 

Dallas,  Tex 

13.4 

Robert  E  Scifres 

5C 

6,563 

NYSE 

NSC 

3.97 

1.08 

65y4 

Bridgewate'  NJ 

3.8 

Carlyle  G  Caldwell 

Jfi 

19,307 

NYSE 

NS 

3.12 

2.50 

323/a 

Pittsburgh,  Pa 

35.9 

George  A  Stinson 

)£ 

10,000 

NYSE 

NTY 

0.67 

none 

4 

Rosemont.  Ill 

9.7 

Valdyn  W  Schuiz 

M 

10,231 

OTC 

NWDCA 

2.74 

0.42 

12% 

Columbus,  Ohio 

1.7 

Dean  W  Jeff  ers 

!6 

7,469 

NYSE 

NOM 

9.33 

1.52 

39V2 

San  Francisco.  Cal 

0.7 

Dorman  L  Commons 

)0 

16,905 

OTC 

NCNB 

1.41 

0.52 

11% 

Charlotte,  NC 

4.4 

Thomas  1  Storrs 

>2 

26,374 

NYSE 

NCR 

5.35 

0.78 

40% 

Dayton,  Ohio 

64.0 

William  S  Anderson 

'3 

20,752 

NYSE 

NES 

2.77 

1.90 

23y4 

Westboro,  Mass 

5.6 

Guy  W  Nichols 

7 

2,600 

OTC 

NEB'K 

3.47 

1.40 

19 

Boston,  Mass 

2.0 

Mark  C  Wheeler 

7 

1,780 

OTC 

NJNB 

3.87 

2.00 

25% 

Trenton,  NJ 

1.5 

John  H  Walther 

14 

21,498 

NYSE 

NGE 

2.21 

1.60 

19Vs 

Binghamton,  NY 

4.2 

Charles  F  Kennedy 

e  ta  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 


S,  MAY  15,  1978 
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The  Dimensions  Of  American  Busine 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common  Ne 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000)  ( 

477 

■ 

374 

■ 

Npuimnnt  Minino  (Hpr) 

1  1R0  731 

580  88? 

rfOO  ECO 
HJJ  ,  J  JO 

156 

319 

168 

147 

Niagara  Mohawk  Power  (Dec) 

3,019,054 

1,225,832 

892,547  12 

449 

350 

350 

331 

NICOR  (Dec) 

1,294,129 

1,082,211 

469,791  f 

440 

237 

299 

320 

N  L  Industries  (Dec) 

1,325,771 

1,586,993 

564,288 

148 

■ 

191 

181 

NLT  (Dec) 

3,329,526 

607,799 

823,033  1] 

190 

314 

188 

199 

M n r f n  1 L  2.  Woctorn  Pailu/au  Qwctom  fHor\ 

1  241  943 

OJJ.t  JD  L'- 

■ 

■ 

■ 

460 

Norris  Industries  (Dec) 

289,915 

569,538 

215,896 

■ 

192 

435 

341 

North  American  Philips  (Dec) 

1,056,750 

1,-916,761 

355,922  f 

164 

451 

245 

259 

Northeast  Utilities  (Dec) 

2,947,540 

796,169 

688,849  ; 

442 

■ 

■ 

■ 

Northern  California  Savings  &  Loan  (Dec) 

1,324,148 

115,114 

61,838 

302 

448 

310 

314 

Mnrtfiprn  Inriians  PiihMp  ^pfuipp  f  Hpr  i 
I'iUrflMtMM  HlUlalla  "UUPIL  OCIViUC  VUct/ 

1  RQfi  83=, 

RDfi  731 

E,43  1  fiQ 

247 

219 

156 

120 

Northern  Natural  Gas  (Dec) 

2,222,516 

1,686,696 

928,496  1 

409 

■ 

■ 

■ 

Northern  States  Bancorp  (Dec) 

1,437,068 

103,778 

17,128 

221 

412 

187 

211 

Northern  States  Power  (Dec) 

2,407,405 

881,510 

834,307 

100 

■ 

■ 

■ 

9  Northern  Trust  (Dec) 

4,380,525 

270,846 

161.250 

■ 

233 

464 

323 

Northrop  (Dec) 

747,433 

1,601,374 

322,667 

447 

361 

322 

222 

Northwest  Airlines  (Dec) 

1,299,451 

1,046,355 

510,465 

39 

490 

284 

275 

Northwest  Bancorporation  (Dec) 

9,527,930 

695,254 

597,618 

■ 

465 

■ 

■ 

Northwest  Energy  (Dec) 

648,775 

773,131 

164,475 

324 

196 

189 

140 

Northwest  Industries  (Dec) 

1,764,604 

1,876,500 

831,516  1 

417 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

1,411,413 

117,155 

47,443  1 

■ 

425 

457 

465 

Norton  (Dec) 

615,668 

847,922 

331,169  J 

389 

212 

155 

207 

Norton  Simon  (June) 

1,487,206 

1,756,982 

931,540  ll 

112 

37 

80 

63 

Occidental  Petroleum  (Dec) 

4,134,372 

6,006,019 

1,568,980           2  1 

■ 

235 

■ 

410 

Ogden  (Dec) 

1,021,687 

1,592,271 

226,343 

■ 

■ 

■ 

388 

Ohio  Casualty  (Dec) 

901,330 

612,100 

284,102 

188 

450 

142 

180 

Ohio  Edison  (Dec) 

2,715,903 

796,289 

998,537  ll 

426 

■ 

366 

377 

Oklahoma  Gas  &  Electric  (Dec) 

1,369,469 

444,512 

442,913 

■ 

■ 

■ 

486 

Oklahoma  Natural  Gas  (Aug) 

478,250 

573,183 

149,930 

420 

■ 

■ 

■ 

Old  Kent  Financial  (Dec) 

1,379,347 

92,946 

91,223 

494 

■ 

■ 

■ 

Old  Stone  Corp  (Dec) 

1,108,352 

83,709 

31,408 

456 

265 

398 

266 

Olin  Corp  (Dec) 

1,276,097 

1,472,500 

406,384 

■ 

■ 

■ 

438 

Overseas  Shipholding  Group  (Dec) 

567,941 

186,454 

255,718 

■ 

260 

141 

176 

Owens-Corning  Fiberglas  (Dec) 

1,008,685 

1,485,873 

998,984 

238 

124 

248 

231 

Owens-Illinois  (Dec) 

2,307,097 

2,787,801 

678,742 

■ 

279 

404 

279 

PACCAR  (Dec) 

550,571 

1,419,570 

397,821 

51 

86 

51 

34 

Pacific  Gas  &  Electric  (Dec) 

7,998,013 

3,505,541 

2,361,360 

294 

272 

332 

298 

Pacific  Lighting  (Dec) 

1,942,736 

1,452,696 

494,072 

■ 

a 

370 

■ 

Pacific  Lumber  (Dec) 

172,538 

168,881 

435,240 

220 

■ 

220 

235 

Pacific  Power  &  Light  (Dec) 

2,420,134 

404,624 

733,571 

362 

■ 

■ 

■ 

Paine  Webber  (Sept) 

1,589,860 

267,119 

37,387 

301 

193 

■ 

442 

Pan  American  World  Airways  (Dec) 

1,896,636 

1,907,453 

211,445 

297 

322 

195 

194 

Panhandle  Eastern  Pipe  Line  (Dec) 

1,928,764 

1,204,792 

814,922 

133 

■ 

a 

■ 

10  Penn  Central  (Dec) 

3,601,936 

73,532 

33,151 

116 

21 

52 

44 

J  C  Penney  (Jan) 

4,106,000 

9,369,000 

2,339,450 

154 

473 

199 

109 

Pennsylvania  Power  &  Light  (Dec) 

3.050,322 

744,731 

807,594 

■ 

430 

465 

461 

Pennwalt  (Dec) 

628,053 

834,895 

320,734 

Not  on  500  list. 


9  Formerly  Nortrust  Corp. 

10  Figures  are  for  Penn  Central  Transportation  Co. 
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FORBES.  MAY  15, 


>ster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977  - 
Earnings 


Shares 

Before 

ft/1  arl/of 

M 1  imfwr  of 
INUIIIUtrl  Ul 

utstanding 

Where 

Ticker 

Extrdordindry 

Price 

P  r\  r  r\r\  rate 
\-UI  [JUI  die 

(f\(\f\\ 

\\JU\J) 

Traded 

Symbol 

Items 

r-la^Hni  1  art  Arc 

ncdULjudricib 

(000) 

Phiof  Pvopiitivo 
V*llltrl  CAtrLUllVc 

24,953 

NYSE 

NEM 

0.12 

1.40 

17% 

New  York,  NY 

12.0 

Plato  Malozemoff 

57,123 

NYSE 

NMK 

1.74 

1.32 

15% 

Syracuse,  NY 

9.4 

John  G  Haehl  Jr 

1/1  Q1  A 

1*+,  ;7  14 

NYSE 

GAS 

4.01 

2.27 

31'/2 

Ma  nPA/i  1  Ip  III 
i  "id (Jet  vine,  111 

2.6 

Plarpnpp  1  f^aiithipr 

IN  I  OH 

Nl 

INU 

?  f!3 

1  9n 

1  73/a 

Npw  YnrU  NY 

24  6 

Raw  C  AHam 
r\ay  \,  MUdtn 

3/1  CP./1 
04,034 

NY^F 

IN  1  JL 

N  LT 

3  20 

0  76 

23% 

M  a  c  h w  1 1 1 0   To  n  n 

1 1.0 

31,149 

NYSE 

NFK 

3.31 

1.80 

26% 

Roanoke,  Va 

27.3 

John  P  Fishwick 

9,758 

NYSE 

NRI 

4.31 

1.00 

22V8 

Long  Beach,  Cal 

10.3 

H  Jack  Meany 

1  9 

lc.,Oc.O 

in  r  jl 

NPH 
IN  r  n 

H.  I  -J 

1  £3 

1 .  4J 

c.  /  /4 

MolA,  YnrL  NY 

INicW   IUI  r\,  INI  I 

34  7 

IN  I  Ot 

Nl  1 

IN  U 

1  09. 

1  09 

1  D3A 
1U74 

Del  till,  OUlll  1 

7  s 

1  plan  F  ^illin  Ir 
Ucidii  r  oiiiiii  ji 

H  T  oil 

npy 

INUA 

3  36 

0  37 

12% 

Pain  Altn  Pal 
rdiu  MIHJ,  Odi 

0  7 

Pirmin  A  l^iun 
riiiiiui  m  \jtyyj 

28.401 

NYSE 

Nl 

2.06 

1.44 

19% 

Hammond,  Ind 

5.6 

Edmund  A  Schroer 

22,441 

NYSE 

NNG 

6.11 

2.24 

41% 

Omaha,  Neb 

9.0 

Willis  A  Strauss 

OTP 

INO 

n  ad 

U.4U 

KV-> 

D72 

Plotrntt    ^/l  1/-  h 
UctlUll,  IVIILM 

1  8 

Rnhort  Pi  kroctol 
rxUUcll  U  mcbicl 

IN  lOL 

N^P 
IN  Or 

9  nn 

£ .  uu 

IVIIIIMcdpUllo,  1 VI II 1 1 1 

7  1 

n  pnn 

OTP 

NTRS 

1  1 

1  79 

32% 

Phiraar*  III 

^1  1  ILdj=MJ,   1 1 1 

3  2 

LUWdlU  O  O'llllil 

14,029 

NYSE 

N0C 

4.80 

1.15 

23 

Los  Angeles,  Cal 

26.2 

Thomas  V  Jones 

21,607 

NYSE 

NWA 

4.29 

0.50 

23% 

St  Paul,  Minn 

11.4 

Donald  W  Nyrop 

/  U4 

NY^F 
IN  1  JL 

NOR 

C..  .7/ 

n  qr 

931/1 

(VI 1 1 M  IcdfJUl  lo,  1 VI 11 11 1 

i  n  3 

nitiidiLi  n  vdugiidii 

4  286 

NYSE 

NWP 

5  47 

2  15 

38% 

^alt  1  aUp  Pitv  I  Itah 
odii  uaf\c  v^ny,  uidii 

1  3 

Inhrt  P  MpMillian 
JUIIM  U  IVIi.mil  1  fall 

14  588 

NYSE 

NWT 

8  40 

2  55 

R7 

0  / 

Ph  1  pa on   1 1 1 
\j\  1  lUdgU,  1 1 1 

42  0 

Pan  VA/  Uoinomsn 
Dell  Vv  nclllclliall 

5,129 

OTC 

NWFN 

1.82 

0.35 

9V4 

Wilkesboro,  NC 

3.0 

Ben  T  Craig 

8,177 

NYSE 

NRT 

5.06 

1.85 

40V2 

Worcester,  Mass 

22.6 

Robert  Cushman 

46  577 

NYSE 

NSI 

2  17 

n  fi9 

90 

C\J 

Npw  Ynrk  NY 

INcW  T  Ul  n ,  INI 

3^  r 

0  0 .  j 

L/dVIU  J  IVIdMUMcy 

D  /  ,400 

nvc;f 

IN  T  O  C 

OYV 

9  Q9 

I .  lo 

^0/4 

Los  Angeies,  Cal 

39  1 

0£ .  1 

Armand  Hammer 

R  7QD 

O,  /  3U 

n  I  OL 

U.1D 

i  30 

I .  OU 

Nova/  YnrU  NY 
INcW  I  Ut  K,  INI 

30  F. 

OU,  D 

11,596 

OTC 

OCAS 

4.66 

0.86 

24y2 

Hamilton,  Ohio 

4.6 

Howard  L  Sloneker  Jr 

51,207 

NYSE 

0EC 

1.97 

1.72 

19% 

Akron,  Ohio 

6.6 

John  R  White 

23,622 

NYSE 

OGE 

1.99 

1.48 

18% 

Oklahoma  City,  Okla 

3.2 

James  G  Harlow  Jr 

10  223 

ll  1  OL 

UINU 

o .  /  o 

1  33 
I  .oo 

1  A3/, 

Tulsa,  Okla 

9  3 

Charles  C  Ingram 

4  730 

DTP 

OKFN 
Ul\  L.IN 

^  03 

1  Q3/D 

I  J78 

Grand  Rapids,  Mich 

l  3 
i  .0 

Kicnarci  rvi  uinen 

1,721 

OTC 

0STN 

3.83 

1.05 

18Y4 

Providence,  Rl 

0.8 

Theodore  W  Barnes 

24,082 

NYSE 

0LN 

3.24 

0.82 

16% 

Stamford,  Conn 

22.0 

John  M  Henske 

10,967 

NYSE 

0SG 

3.96 

0.29 

23% 

New  York,  NY 

2.0 

Morton  P  Hyman 

30,158 

NYSE 

0CF 

3.74 

0.55 

33% 

Toledo,  Ohio 

22.7 

Wm  W  Boeschenstein 

28,429 

NYSE 

01 

3.09 

1.06 

23% 

Toledo,  Ohio 

67.8 

Edwin  0  Dodd 

8,245 

OTC 

PCAR 

9.15 

1.85 

48  74 

Bellevue,  Wash 

11.8 

Charles  M  Pigott 

98,390 

NYSE 

PCG 

3.15 

1.97 

24 

San  Francisco,  Cal 

25.5 

John  F  Bonner 

23,388 

NYSE 

PLT 

2.76 

1.71 

21% 

Los  Angeles,  Cal 

9.3 

Paul  A  Miller 

12,090 

NYSE 

PL 

2.71 

1.50 

36 

San  Francisco,  Cal 

3.1 

Robert  B  Hoover 

34,521 

NYSE 

PPW 

2.22 

1.80 

21V4 

Portland,  Ore 

3.8 

Don  C  Frisbee 

5,341 

NYSE 

PWJ 

1.63 

0.55 

7 

New  York,  NY 

5.1 

James  W  Davant 

42,289 

NYSE 

PN 

1.06 

none 

5 

New  York,  NY 

39.6 

William  T  Seawell 

17,385 

NYSE 

PEL 

6.06 

2.45 

46% 

Houston,  Tex 

6.0 

Richard  L  O'Shields 

24,110 

NYSE 

QPC 

-2.21 

none 

1% 

Philadelphia,  Pa 

0.3 

Archibald  D  Johnson 

65,900 

NYSE 

JCP 

4.51 

1.43 

35V2 

New  York,  NY 

193.0 

Donald  V  Siebert 

34,923 

NYSE 

PPL 

3.37 

1.86 

23% 

Allentown,  Pa 

6.9 

Jack  K  Busby 

8,277 

NYSE 

PSM 

4.23 

1.75 

38% 

Philadelphia,  Pa 

13.9 

Edwin  E  Tuttle 

a  idjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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"It's  salty  and  concise!1 

What  does  a  magazine  mean  to  its 
readers?  We  asked  some  TV  Guide  readers 
in  Seattle  to  tell  us. 

Bill  Speidel  is  Mister  Seattle.  Author  of 
an  irreverent  history  of  the  city,  he  runs  under- 
ground tours  of  the  Pioneer  Square  area  he 
was  instrumental  in  restoring.  We  met  at 
his  "office','  a  window  table  at  Doc 
Maynard's  Saloon.  Bill  told  us,  "I've 
got  this  to  say  for  TV  Guide:  you 
know  what  they  said  when  they 
get  through  saying  it.  It's  salty  and 
concise.  It's  got  to  be,  as  far 
as  I'm  concerned.  I  don't 
have  time  for  pablum'.' 


11 

Every  week,  TV  Guide  writes  about  television  in  a 
that  gives  42.7  million  American  adults  some  things  to  tc 
about,  laugh  about,  think  about. 

This  week  we'll  be  stirring  up  ideas  in  more  housel 
than  any  other  magazine  can  reach.  Building  readership 

America  reac 


"I'd  say  TV  Guide  was  in 
the  category  of  bread  and 
milk£'  says  Randall  West,  vice 
president  of  Food  Giant  Stores. 
"I  consider  it  a  staple.  As  long 
as  the  quality's  there,  the 
demand  will  be  there'.' 

"TV  Guide  has  kind  of  a 
twinkle  in  it','  agreed  Warren  and 
Roberta  Lewis  who  were 
expecting  their  fifth  child  when 
we  visited.  "The  writers  do 
have  personalities  that  are 
allowed  to  come  out.  There's 
behind-the-scenes  stuff  that 
gives  a  little  insight,  so  when 
you  watch  tv,  you  get  a  little  bit 
of  flavor." 

"I  like  the  feature  articles 
in  TV  Guide/  Chief  Mate  Bill 
Chappie  told  us  aboard  a  Seattle 
ferry.  Off  duty,  Bill  keeps  busy 
working  on  the  house  he  built 
for  his  family.  "Quite  often,  the 
articles  are  on  interesting  topics 
I  don't  read  much  else  about 
other  than  in  TV  Guide'.' 

"I've  been  aware  that  the 
editorial  policy  of  TV  Guide  is 
attempting  to  be  more  informa- 
tive',' says  Donald  Foster,  owner 
of  the  Foster/White  Art  Gallery 
and  a  prominent  figure  on 
Seattle's  cultural  scene.  "It's 
just  got  to  have  an  enormous 
impact  on  people's  lives. 
I  think  it's  going  in  the  right 
direction.  It  is  serving  a  great 
need'.' 


1<  5  for  advertisers.  Among  nearly  one-third  of  the  custom- 
's or  almost  any  product  you  can  name. 

No  other  magazine  can  get  things  going  as  big  and  as 
Sell  to  America  in  America's  best  selling  magazine. 


Guide 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS  INC 


The  Dimensions  Of  American  Busind 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

273 

312 

152 

170 

Pennzoil  (Dec) 

2,049,685 

1,246,902 

950,017 

208 

229 

166 

168 

Peoples  Gas  (Sept) 

2,496,639 

1,632,972 

907,323 

480 

■ 

■ 

■ 

Peoples  National  Bank  of  Wash  (Dec) 

1,168,400 

91,909 

47,820 

274 

83 

49 

80 

PepsiCo  (Dec) 

2,047,291 

3,545,714 

2,432,052 

■ 

■ 

409 

■ 

Perkin-Elmer  (July) 

334,197 

432,425 

387,080 

■ 

355 

■ 

■ 

Pet  (Mar) 

488,274 

1,064,083 

241,421 

■ 

■ 

303 

464 

Petrie  Stores  (Jan) 

183,879 

382,874 

555,370 

■ 

442 

444 

■ 

Petrolane  (Sept) 

405,757 

817,298 

343,651 

217 

180 

67 

90 

Pfizer  (Dec) 

2,448,263 

2,031,925 

1,924,244 

306 

384 

364 

■ 

Phelps  Dodge  (Dec) 

1,859,919 

959,385 

444,341 

95 

281 

89 

92 

Philadelphia  Electric  (Dec) 

4,547,997 

1,394,762 

1,464,516 

84 

■ 

■ 

■ 

Philadelphia  National  Corp  (Dec) 

4,897,839 

343,515 

165,984 

118 

71 

30 

36 

Philip  Morris  (Dec) 

4,048,039 

3,849,490 

3,707,550 

72 

34 

22 

20 

Phillips  Petroleum  (Dec) 

5,836,503 

6,284,185 

4,706,879 

497 

270 

241 

365 

Pillsbury  (May) 

1,105,403 

1,460,826 

693,120 

■ 

■ 

■ 

487 

Pioneer  Corp  (Dec) 

418,798 

504,785 

258,321 

■ 

■ 

485 

■ 

Pioneer  Hi-Bred  International  (Aug) 

201,713 

280,966 

306,402 

■ 

■ 

■ 

489 

Pitney-Bowes  (Dec) 

523,737 

605,973 

270,218 

138 

■ 

■ 

■ 

Pittsburgh  National  Corp  (Dec) 

3,526,366 

246,996 

215,307 

■ 

291 

174 

262 

Pittston  (Dec) 

1,026,783 

1,350,577 

871,085 

■ 

■ 

421 

■ 

Pogo  Producing  (Dec) 

326,872 

90,065 

372,974 

■ 

356 

176 

224 

Polaroid  (Dec) 

1,067,226 

1,061,945 

858,337 

423 

■ 

379 

■ 

Portland  General  Electric  (Dec) 

1,374,839 

253,073 

430,842 

■ 

493 

372 

337 

Potlatch  (Dec) 

669,350 

688,424 

434,585 

285 

■ 

265 

248 

Potomac  Electric  Power  (Dec) 

2,001,518 

664,355 

630,000 

263 

138 

181 

229 

PPG  Industries  (Dec) 

2,115,900 

2,505,800 

845, 154 

97 

27 

10 

21 

Procter  &  Gamble  (June) 

4,487,186 

7,284,255 

7,095,164 

336 

419 

408 

358 

Provident  Life  &  Accident  (Dec) 

1,700,884 

863,434 

388,838 

303 

■ 

■ 

■ 

Provident  National  Corp  (Dec) 

1,888,868 

135,969 

86,664 

369 

■ 

336 

402 

Public  Service  Co  of  Colorado  (Dec) 

1,576,176 

613,299 

488,561 

334 

■ 

239 

236 

Public  Service  Company  of  Indiana  (Dec) 

1,724,514 

470,91 1 

694,046 

81 

179 

95 

66 

Public  Service  Electric  &  Gas  (Dec) 

5,125,497 

2,032,795 

1,368,062 

1  OA 

A  QQ 

Pullman  (Dec) 

QQl    A  QQ 

yo  i  ,40:7 

<l,u  l  y  ,000 

JU 1  /Dj 

■ 

242 

341 

311 

Quaker  Oats  (June) 

924,253 

1,551,348 

483,809 

136 

■ 

■ 

■ 

Rainier  Bancorporation  (Dec) 

3,544,511 

258,222 

190,211 

323 

74 

83 

116 

Ralston  Purina  (Sept) 

1,766,100 

3,756,300 

1,531,262 

390 

175 

■ 

■ 

Rapid-American  (Jan) 

1,485,296 

2,045,864 

45,161 

311 

121 

132 

175 

Raytheon  (Dec) 

1,812,804 

2,818,264 

1,051,144 

102 

40 

64 

56 

RCA  (Dec) 

4,349,400 

5,880,900 

1,979,391 

■ 

432 

342 

394 

Reliance  Electric  (Oct) 

541,647 

829,139 

483,384 

284 

332 

■ 

384 

Reliance  Group  (Dec) 

2,003,706 

1,156,908 

154,050 

200 

■ 

■ 

■ 

Republic  New  York  Corp  (Dec) 

2,579,459 

180,923 

81,354 

57 

■ 

430 

290 

Republic  of  Texas  Corp  (Dec) 

7,525,606 

444,327 

363,413 

222 

116 

432 

469 

Republic  Steel  (Dec) 

2,406,330 

2,909,384 

360,072 

■ 

222 

■ 

■ 

Reserve  Oil  &  Gas  (Dec) 

455,427 

1,661,375 

172,541 

■ 

335 

96 

214 

Revlon  (Dec) 

1,036,965 

1,143,324 

1,338,753 

a 

474 

■ 

443 

Rexnord  (Oct) 

503,034 

744,136 

293,846 

Not  on  500  list. 
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oster  Of  The  U.S.'s  Biggest  Corporations 


  SHARE  DATA:  1977   

Earnings 

Shares  Before  Market  Number  of 

Outstanding  Where       Ticker       Extraordinary  Price  Corporate  Employees 

(000)  Traded      Symbol  Items  Dividends       (Dec.  31)  Headquarters  (000)  Chief  Executive 


32,341  NYSE  PZL  3.34  1.70  29%  Houston,  Tex  9.3  J  Hugh  Liedtke 

}      26,110  NYSE  PGL  4.67  2.66  34%  Chicago,  III  6.5  Orval  C  Davis 

1,594  OTC  PEOP  5.27  0.97  30  Seattle,  Wash  2.1  Joshua  Green  III 

j       86,859  NYSE  PEP  2.15  0.83  28  Purchase,  NY  76.0  Donald  M  Kendall 

5       19,354  NYSE  PKN  1.37  0.32  20  Norwalk,  Conn  11.1  Robert  H  Sorensen 


6,547  NYSE  PET  4.00  1.70  36%  St  Louis,  Mo  18.3  Boyd  F  Schenk 

14,060  NYSE  PST  2.95  1.25  39V2  Secaucus,  NJ  5.8  Milton  J  Petrie 

11,041  NYSE  PTO  3.57  0.77  31V8  Long  Beach,  Cal  8.7  Rudolph  J  Munzer 

70,292  NYSE  PFE  2.50  0.99  27%  New  York,  NY  40.2  Edmund  T  Pratt  Jr 

20,667  NYSE  PD  0.64  1.80  21%  New  York,  NY  14.1  George  B  Munroe 


]t      74,625  NYSE  PE  1.87  1.76  19%  Philadelphia,  Pa  9.8  James  L  Everett 

5,824  OTC  PHNA  4.15  2.10  28%  Philadelphia,  Pa  4.6  G  Morris  Dorrance  Jr 

59,920  NYSE  MO  5.60  1.48  61%  NewYork,  NY  53.0  Joseph  F  Cullman  3rd 

I     153,694  NYSE  P  3.37  0.98  30%  Bartlesville,  Okla  28.4  William  F  Martin 

17,328  NYSE  PSY  3.58  1.19  40  Minneapolis,  Minn  40.4  William  H  Spoor 


9,351  NYSE  PNA  4.10  1.47  27%  Amarillo,  Tex  2.5  K  Bert  Watson 

15,917  OTC  PHYB  2.18  0.62  19%  Des  Moines,  Iowa  2.1  Dr  William  L  Brown 

13,427  NYSE  PBI  2.80  0.85  20%  Stamford,  Conn  18.6  Fred  T  Allen 

6,108  OTC  PITS  4.99  1.86  35%  Pittsburgh,  Pa  3.2  Merle  E  Gilliand 

37,466  NYSE  PCO  2.14  1.29  23%  Greenwich,  Conn  17.6  Nicholas  T  Camicia 


25,946  OTC  POGO  0.92  none  14%  Houston,  Tex  0.0  William  C  Liedtke 

32,855  NYSE  PRD  2.81  0.65  26%  Cambridge,  Mass  16.4  Edwin  H  Land 

22,237  NYSE  PGN  1.09  1.69  19%  Portland,  Ore  2.4  Frank  M  Warren 

15,116  NYSE  PCH  4.09  0.88  28%  San  Francisco,  Cal  10.2  Richard  B  Madden 

40,000  NYSE  POM  1.82  1.28  15%  Washington,  DC  4.7  W  Reid  Thompson 


31,302  NYSE  PPG  2.93  1.57  27  Pittsburgh,  Pa  36.6  Robinson  F  Barker 

82,622  NYSE  PG  5.59  2.60  85%  Cincinnati,  Ohio  53.7  Edward  G  Harness 

9^844  OTC  PACC  6.03  0.85  39%  Chattanooga,  Tenn  2.7  Henry  CUnruh 

3,768  OTC  PROV  5.49  1.78  23  Philadelphia,  Pa  2.3  Roger  S  Hillas 

25,884  NYSE  PSR  1.57  1.46  18%  Denver,  Colo  6.0  Robert  T  Person 


24,568  NYSE  PIN  3.28  2.01  28%  Plainfield,  Ind  3.9  Hugh  A  Barker 

59,806  NYSE  PEG  2.86  1.92  22%  Newark,  NJ  13.3  Robert  I  Smith 

10,955  NYSE  PU  3.03  1.34  27%  Chicago,  III  32.2  Samuel  B  Casey  Jr 

20,809  NYSE  OAT  3.01  0.95  23%  Chicago,  III  27.8  Robert  D  Stuart  Jr 

7,496  OTC  RBAN  3.29  0.78  25%  Seattle,  Wash  4.5  G  Robert  Truex  Jr 


107,457  NYSE  RAL  1.33  0.40  14%  St  Louis,  Mo  67.0  R  Hal  Dean 

7,854  NYSE  RPD  2.00  none                5%  New  York,  NY  51.5  Meshulam  Riklis 

30,916  NYSE  RTN  3.67  0.90  34  Lexington,  Mass  57.8  Thomas  L  Phillips 

74,694  NYSE  RCA  3.23  1.15  26%  NewYork,  NY  111.0  Edgar  H  Griffiths 

14,648  NYSE  REE  3.63  1.15  33  Cleveland,  Ohio  20.4  B  Charles  Ames 

'6.101  NYSE  REL  6.17  0.15  25%  New  York,  NY  9.3  Saul  Steinberg 


3,129             ASE         RNB             5.96             0.97  26  New  York,  NY  0.8  Peter  White 

11,723           NYSE          RPT             6.22             1.20  31  Dallas,  Tex  3.7  James  D  Berry 

16,183           NYSE            RS             2.54             1.60  22%  Cleveland,  Ohio  41.0  William  J  De  Lancey 

13,146           NYSE          RVO             1.29             0.20  13%  Denver,  Colo  2.2  Paul  D  Meadows 

30,340           NYSE          REV             3.20             0.95  44%  New  York,  NY  26.0  Michel  C  Bergerac 

16,912  NYSE  REX  2.67  0.74  17%  Milwaukee,  Wise  16.4  William  C  Messinger 


at  djusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The  Dimensions  Of  American  Busim 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

105 

56 

41 

24 

R  J  Reynolds  Industries  (Dec) 

4,334,000 

4,816,000 

2,855,850 

214 

144 

276 

243 

Reynolds  Metals  (Dec) 

2,462,447 

2,352.755 

607,290 

■ 

428 

319 

369 

Richardson-Merrell  (June) 

667,044 

836,004 

521,136 

268 

■ 

■ 

■ 

Riggs  National  Bank  of  Wash  DC  (Dec) 

2,069,704 

121,164 

96,005 

■ 

449 

258 

427 

Roadway  Express  (Dec) 

398,861 

802,013 

644,112 

145 

41 

140 

112 

Rockwell  International  (Sept) 

3,392,200 

5,858,700 

999,785 

■ 

343 

393 

449 

Rohm  &  Haas  (Dec) 

1,020,914 

1,123,865 

414,090 

■ 

405 

■ 

471 

Ryder  System  (Dec) 

915,494 

914,525 

219,445 

293 

390 

329 

216 

Safeco  (Dec) 

1,945,743 

943,077 

498,627 

202 

15 

125 

204 

Safeway  Stores  (Dec) 

2,561,784 

11,249,398 

1,077,695 

■ 

455 

230 

308 

St  Joe  Minerals  (Dec) 

780,072 

791,280 

709,867 

170 

282 

254 

132 

St  Paul  Companies  (Dec) 

2,921,051 

1,388,741 

660,524 

298 

187 

148 

193 

St  Regis  Paper  (Dec) 

1,927,425 

1,996,337 

962,229 

414 

■ 

437 

347 

San  Diego  Gas  &  Electric  (Dec) 

1,414,954 

508,039 

353,891 

149 

199 

122 

101 

Santa  Fe  Industries  (Dec) 

3,293,127 

1.850,383 

1,090,502 

■ 

■ 

280 

261 

Santa  Fe  International  (Dec) 

752,395 

574.155 

599,524 

■ 

394 

78 

94 

Schering-Plough  (Dec) 

1,066,414 

940,859 

1,615,760 

■ 

395 

461 

■ 

Jos  Schlitz  Brewing  (Dec) 

726,762 

937,424 

323,326 

225 

161 

13 

28 

Schiumberger  Limited  (Dec) 

2,385,336 

2,160,338 

6,203,756 

■ 

285 

■ 

497 

SCM  (June) 

767,919 

1,377,644 

165,744 

■ 

495 

■ 

■ 

SCOA  Industries  (Jan) 

199,491 

685,209 

63,120 

■ 

453 

■ 

■ 

Scot  Lad  Foods  (June) 

125,877 

792,948 

23,581 

363 

254 

311 

335 

Scott  Paper  (Dec) 

1,589,466 

1,520,226 

540,722 

157 

213 

327 

203 

Seaboard  Coast  Line  Industries  (Dec) 

3,007,061 

1.751,122 

501.428 

69 

■ 

466 

468 

Seafirst  (Dec) 

6,097,716 

422,437 

319,500 

■ 

471 

253 

■ 

G  D  Searle  (Dec) 

959,881 

749,583 

664,025 

13 

7 

6 

11 

tt  Sears,  Roebuck  &  Co  (Jan) 

23,086,047 

22,024,389 

9,012,416 

22 

295 

267 

209 

Security  Pacific  Corp  (Dec) 

18,735,845 

1,333,936 

626,158 

■ 

■ 

403 

404 

SEDCO  (June) 

638,567 

343,337 

398,970 

184 

■ 

■ 

■ 

Shawmut  Corp  (Dec) 

2,731,253 

180,136 

51,425 

44 

17 

19 

13 

Shell  Oil  (Dec) 

8.876,754 

10,112.062 

4,901,218 

■ 

365 

■ 

■ 

Sherwin-Williams  (Dec) 

613,360 

1,035,989 

149,120 

255 

110 

271 

208 

Signal  Companies  (Dec) 

2,152,803 

3,003,551 

617,068 

399 

150 

454 

270 

Singer  (Dec) 

1,461,900 

2,284,800 

333,029 

■ 

407 

■ 

■ 

Skaggs  Companies  (Dec) 

205,240 

899,772 

201,394 

■ 

478 

■ 

■ 

A  O  Smith  (Dec) 

355,573 

727,283 

68,001 

■ 

■ 

456 

479 

Smith  International  (Dec) 

346,039 

354,356 

331,396 

■ 

463 

86 

234 

SmithKline  Corp  (Dec) 

748,137 

780.337 

1,491.306 

267 

■ 

■ 

■ 

Society  Corp  (Dec) 

2,070,972 

148,532 

72,535 

430 

■ 

418 

383 

South  Carolina  Electric  &  Gas  (Dec) 

1,361,222 

418,355 

376,642 

476 

■ 

■ 

■ 

South  Carolina  National  Corp  (Dec) 

1,182,005 

93,431 

57.623 

123 

■ 

■ 

■ 

Southeast  Banking  Corporation  (Dec) 

3.848,775 

280,054 

122,421 

356 

■ 

■ 

■ 

Southern  Bancorp  of  Alabama  (Dec) 

1.601,439 

119,157 

116,720 

75 

172 

90 

50 

Southern  California  Edison  (Dec) 

5,646,465 

2,064,914 

1,441,288 

43 

130 

50 

54 

Southern  Company  (Dec) 

9,043,904 

2,660,767 

2,427,703 

406 

435 

247 

239 

Southern  Natural  Resources  (Dec) 

1,441,681 

824,587 

684,080 

429 

B 

386 

367 

Southern  New  England  Telephone  (Dec) 

1,362,552 

573,862 

426,715 

■  Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
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oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Ont^tanHinp 

\S  Lai  lull  ig 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

48,200 

NYSE 

RJR 

8.72 

3.34 

59y* 

Winston-Salem,  NC 

36.7 

Colin  Stokes 

18,758 

NYSE 

RLM 

4.61 

1.35 

32% 

Richmond,  Va 

35.6 

David  P  Reynolds 

23,291 

NYSE 

RXM 

2.42 

0.80 

22% 

Wilton,  Conn 

15.0 

John  S  Scott 

2,954 

OTC 

RIGS 

5.13 

2.20 

32% 

Washington,  DC 

2.0 

Vincent  C  Burke  Jr 

* 

20,448 

OTC 

ROAD 

2.28 

0.46 

3iy2 

Akron,  Ohio 

21.3 

William  Spitznagel 

— 
JO 

33,748 

NYSE 

ROK 

4.18 

2.20 

29% 

Pittsburgh,  Pa 

115.2 

Robert  Anderson 

iC 

12,840 

NYSE 

ROH 

3.37 

1.28 

32% 

Philadelphia,  Pa 

13.0 

Vincent  L  Gregory  Jr 

14' 

13,933 

NYSE 

RDR 

2.81 

0.30 

15% 

Miami,  Fla 

15.0 

Leslie  0  Barnes 

i2 

13,036 

OTC 

SAFC 

7.39 

1.38 

38V4 

Seattle,  Wash 

9.0 

Gordon  H  Sweany 

26,047 

NYSE 

SA 

3.93 

2.20 

41% 

Oakland,  Cal 

139.9 

William  S  Mitchell 

7 

22,358 

NYSE 

SJO 

3.03 

1.30 

31% 

New  York,  NY 

12.2 

John  C  Duncan 

<3 

20,969 

OTC 

STPL 

6.40 

0.85 

31% 

St  Paul,  Minn 

9.2 

Carl  B  Drake  Jr 

31,292 

NYSE 

SRT 

3.36 

1.66 

30% 

New  York,  NY 

31.0 

George  J  Kneeland 

22,649 

NYSE 

SDO 

2.32 

1.24 

15% 

San  Diego,  Cal 

4.1 

Robert  E  Morris 

>1 

27,348 

NYSE 

SFF 

5.92 

2.05 

39% 

Chicago,  III 

39.5 

John  S  Reed 

>5 

20,853 

NYSE 

SAF 

3.98 

0.34 

28% 

Orange,  Cal 

9.6 

Edfred  L  Shannon  Jr 

H  1 

54,084 

NYSE 

SGP 

3.08 

1.09 

29% 

Kenilworth,  NJ 

17.1 

Willibald  H  Conzen 

)2 

29,063 

NYSE 

SLZ 

0.68 

0.68 

11% 

Milwaukee,  Wise 

7.9 

Daniel  F  McKeithan  Jr 

85,275 

NYSE 

SLB 

4.68 

0.88 

72% 

New  York,  NY 

47.0 

Jean  Riboud 

9,208 

NYSE 

SCM 

4.01 

0.90 

18 

New  York,  NY 

25.5 

Paul  H  Elicker 

— 

>5 

4,208 

NYSE 

SOA 

3.28 

0.72 

15 

Columbus,  Ohio 

14.0 

Herbert  H  Schiff 

>5 

4,306 

NYSE 

SLF 

0.48 

0.34 

5% 

Lansing,  III 

4.2 

Walter  R  Schaub 

'2 

38,623 

NYSE 

SPP 

1.60 

0.76 

14 

Philadelphia,  Pa 

21.3 

Charles  D  Dickey  Jr 

14,587 

NYSE 

SCI 

7.02 

2.05 

34% 

Jacksonville,  Fla 

37.2 

Prime  Osborn  III 

9,000 

NYSE 

SFC 

4.58 

1.21 

35% 

Seattle,  Wash 

7.2 

William  M  Jenkins 

52,596 

NYSE 

SRL 

-0.53 

0.52 

12% 

Skokie,  III 

21.0 

Donald  H  Rumsfeld 

321,872 

NYSE 

S 

2.57 

1.04 

28 

Chicago,  III 

430.2 

Edward  R  Telling 

21,316 

OTC 

SPAC 

4.71 

1.51 

29% 

Los  Angeles,  Cal 

19.9 

Frederick  G  Larkin  Jr 

7 

10,230 

NYSE 

SED 

4.97 

0.30 

39 

Dallas,  Tex 

10.1 

William  P  Clements  Jr 

1,870 

OTC 

SHAS 

3.96 

1.60 

27% 

Boston,  Mass 

3.3 

D  Thomas  Trigg 

146,305 

NYSE 

SUO 

5.11 

1.60 

33% 

Houston,  Tex 

33.5 

John  F  Bookout 

7 

5,398 

NYSE 

SHW 

-1.72 

2.20 

27% 

Cleveland,  Ohio 

19.7 

position  vacant 

2 

19,359 

NYSE 

SGN 

5.13 

1.17 

31% 

Beverly  Hills,  Cal 

46.1 

Forrest  N  Shumway 

0 

16,548 

NYSE 

SMF 

4.17 

0.25 

20% 

New  York,  NY 

86.0 

Joseph  B  Flavin 

7 

7,976 


NYSE 

SKG 

2.56 

0.55 

25% 

Salt  Lake  City,  Utah 

12.1 

Lennie  S  Skaggs 

9 

4,901 

NYSE 

SMC 

3.81 

0.85 

13% 

Milwaukee,  Wise 

13.5 

Lloyd  B  Smith 

9,571 

NYSE 

Sll 

4.07 

0.67 

34% 

Newport  Beach,  Cal 

5.8 

Jerry  W  Neely 

4 

29,976 

NYSE 

SKL 

2.98 

1.08 

49% 

Philadelphia,  Pa 

15.1 

Robert  F  Dee 

7 

1,780 

OTC 

SOCI 

7.32 

1.80 

40% 

Cleveland,  Ohio 

1.9 

J  Maurice  Struchen 

2 

20,359 

NYSE 

SCG 

2.22 

1.55 

18% 

Columbia,  SC 

2.9 

Arthur  M  Williams  Jr 

4 

3,546 

OTC 

SCNC 

2.78 

0.91 

I6V4 

Columbia,  SC 

2.9 

John  H  Lumpkin 

11,388 

NYSE 

STB 

1.14 

0.40 

10% 

Miami,  Fla 

4.9 

Harry  H  Bassett 

7,295 

OTC 

SBNC 

2.06 

0.72 

16 

Birmingham,  Ala 

2.0 

Guy  H  Caffey  Jr 

54,646 

NYSE 

SCE 

3.88 

1.92 

26% 

Rosemead,  Cal 

13.3 

Jack  K  Horton 

136,772 

NYSE 

SO 

1.98 

1.48 

17% 

Atlanta,  Ga 

24.6 

Alvin  W  Vogtle  Jr 

20,120 

NYSE 

NRG 

4.34 

0.99 

34 

Birmingham,  Ala 

5.6 

John  S  Shaw  Jr 

11,494 

NYSE 

SNG 

4.59 

3.00 

37% 

New  Haven,  Conn 

13.0 

Alfred  W  Van  Sinderen 

adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The  Dimensions  Of  American  Busin 


WHERE  THEY  RANK:  1977   

Market  Value 


Market 

Net 

Assets 

Sales 

of  Common 

Assets 

Sales 

Value 

Profits 

Company  (and  fiscal  year  end) 

($000) 

($000) 

($000) 

120 

168 

164 

157 

Southern  Pacific  (Dec) 

4,028,483 

2,098,331 

912,491 

223 

336 

216 

192 

Southern  Railway  (Dec) 

2,404,795 

1,140,018" 

739,328 

■ 

133 

331 

423 

Southland  Corp  (Dec) 

795,996 

2,544,478 

496,259 

■ 

■ 

312 

491 

Southland  Royalty  (Dec) 

344,761 

158,579 

534,775 

195 

■ 

■ 

■ 

Southwest  Bancshares  (Dec) 

2,619,043 

163,169 

163,320 

317 

■ 

482 

■ 

Southwestern  Life  Corp  (Dec) 

1,801,869 

342,729 

307,983 

■ 

■ 

422 

417 

Southwestern  Public  Service  (Aug) 

759,230 

302,559 

372,213 

■ 

489 

■ 

■ 

Sperry  &  Hutchinson  (Dec) 

733,298 

696,309 

147,197 

175 

101 

101 

104 

Sperry  Rand  (Mar) 

2,841,487 

3,270,008 

1,267,609 

■ 

■ 

272 

361 

Square  D  (Dec) 

398,848 

610,754 

616,601 

405 

293 

127 

177 

Squibb  Corp  (Dec) 

1,445,718 

1,341,583 

1,065,804 

■ 

345 

■ 

■ 

A  E  Staley  Manufacturing  (Sept) 

535,563 

1,116,641 

225,360 

486 

162 

231 

305 

Standard  Brands  (Dec) 

1,144,045 

2,124,311 

709,512 

25 

8 

12 

7 

Standard  Oil  Calif  (Dec) 

14,816,168 

20,917,331 

6,622,084  % 

29 

14 

9 

8 

Standard  Oil  Indiana  (Dec) 

12,884,286 

13,019,939 

7,243,583  1 

52 

85 

33 

84 

standard  Oil  Ohio  (Dpr } 

7,778,005 

3,523,223 

3,375, 138 

289 

■ 

■ 

■ 

State  Street  Boston  (Dec) 

1,962,278 

150,733 

38,760 

410 

317 

205 

165 

Stauffer  Chemical  (Dec) 

1,429,544 

1,232,760 

794,321 

■ 

328 

173 

244 

Sterling  Drug  (Dec) 

915,881 

1,183,569  . 

871,914 

■ 

245 

■ 

■ 

J  P  Stevens  (Oct) 

894,113 

1,539,151 

180,333 

■ 

232 

■ 

■ 

^Inn  St,  *ihfin  PfimnanipQ  (  tan) 

sJlV/LI  Qt  \/l  IU|J  liWI  I  IWCi  1 IIC3  I  Jail, 

"  ,  <J  *J  *J 

1611  569 

55,748 

■ 

304 

458 

301 

Studebaker-Worthington  (Dec) 

915,211 

1,271,870 

324,743 

466 

■ 

■ 

■ 

Sumitomo  Bank  of  California  (Dec) 

1,238,806 

71,953 

40,360 

277 

■ 

■ 

■ 

Sun  Banks  of  Florida  (Dec) 

2,014,936 

149,312 

107,913 

79 

33 

56 

33 

Sun  Company  (Dec) 

5,180,958 

6,418,117 

2,186,066 

■ 

360 

■ 

■ 

Sunbeam  (Mar) 

649,164 

1,046,533 

293,726 

■ 

131 

■ 

■ 

^unpr  X/atn  ^tnrp<;  fFph) 

400  089 

2,593,501 

286,144 

496 

■ 

135 

332 

Superior  Oil  (Dec) 

1,106.858 

545,166 

1,020,510 

■ 

202 

■ 

■ 

Supermarkets  General  (Jan) 

371,859 

1,829,098 

73,377 

■ 

488 

■ 

■ 

Sysco  (June) 

158,586 

696,786 

67,540 

■ 

■ 

411 

■ 

Tampax  (Dec) 

154,017 

164,470 

383,622 

■ 

387 

391 

302 

Tandy  (June) 

474,675 

949,267 

417,130 

■ 

■ 

463 

481 

Tecumseh  Products  (Dec) 

289,587 

650,458 

322,730 

■ 

■ 

252 

444 

Tektronix  (May) 

415,328 

454,958 

665,022 

177 

111 

222 

73 

tt  Teledyne  (Dec) 

2,832,826 

2,960,437 

732,468 

49 

25 

39 

23 

Tenneco (Dec) 

8,278,300 

7,440,300 

2,921,496 

339 

■ 

■ 

■ 

Tennessee  Valley  Bancorp  (Dec) 

1,695,055 

131,447 

49,528 

■ 

330 

■ 

■ 

Tesoro  Petroleum  (Sept) 

594,547 

1,175,735 

97,075 

21 

6 

8 

10 

Texaco  (Dec) 

18,926,026 

27,920,499 

7,533,209 

279 

■ 

■ 

■ 

Texas  American  Bancshares  (Dec) 

2,014,159 

128,664 

96,261 

64 

■ 

347 

406 

Texas  Commerce  Bancshares  (Dec) 

6,642,801 

389,074 

478,559 

176 

185 

111 

148 

Texas  Eastern  (Dec) 

2,837,970 

2,016,282 

1,153,207 

■ 

364 

390 

374 

Texas  Gas  Transmission  (Dec) 

1,100,687 

1,036,863 

417,860 

468 

174 

73 

163 

Texas  Instruments  (Dec) 

1,234,349 

2,046,456 

1,676,903 

■ 

■ 

256 

319 

Texas  Oil  &  Gas  (Aug) 

730,941 

664,456 

656,902 

94 

286 

76 

89 

Texas  Utilities  (Dec) 

4,563,806 

1,367,778 

1,650,000 

392 

■ 

285 

429 

Texasgulf  (Dec) 

1,477,879 

482,647 

597,544 

■Not  on  500  list. 

tt  Figures  include  unconsolidated  subsidiaries. 
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DSter  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

5- 

26,937 

NYSE 

SX 

4.39 

2.36 

33% 

San  Francisco,  Cal 

44.5 

Benjamin  F  Biaggini 

7 

14,713 

NYSE 

SR 

7,04 

2.53 

50]/4 

Washington,  DC 

21.3 

L  Stanley  Crane 

3 

19,557 

NYSE 

SLC 

2.45 

0.56 

25% 

Dallas,  Tex 

34.0 

John  P  Thompson 

7 

11,917 

NYSE 

SRO 

3.18 

0.73 

44% 

Fort  Worth,  Tex 

0.3 

1  Jon  Brumley 

3 

6, 163 

NYSE 

SWB 

o.  lb 

1  .UU 

26V2 

Houston,  Tex 

O  1 

John  I  Later 

8 

15,496 

OTC 

SWLF 

2.16 

0.72 

19% 

Dallas,  Tex 

1.2 

William  H  Seay 

3 

24,209 

NYSE 

SPS 

1.87 

1.13 

15% 

Amarillo,  Tex 

2.1 

Roy  Tolk 

4 

8,921 

NYSE 

SNH 

2.31 

1.00 

16% 

New  York,  NY 

17.0 

William  S  Beinecke 

2 

34,729 

NYSE 

SY 

4.51 

1.02 

36y2 

New  York,  NY 

85.7 

J  Paul  Lyet 

0 

2o,eo0 

NYSE 

SQD 

1  A~J 

1    1  o 

1 .  IB 

OC7/. 
£078 

O      r  1      nirlnn  til 

rark  Kiuge,  ill 

lo.U 

Mitchell  r  Kartaiia 

44,641 

NYSE 

SQB 

2.50 

0.98 

23% 

New  York,  NY 

35.0 

Richard  M  Furlaud 

a 

11,268 

NYSE 

STA 

2.20 

1.00 

20 

Decatur,  III 

4.2 

Donald  E  Nordlund 

9 

27,824 

NYSE 

SB 

2.44 

1.28 

25% 

New  York,  NY 

23.0 

F  Ross  Johnson 

170,343 

NYSE 

SD 

5.96 

2.35 

38% 

San  Francisco,  Cal 

38.3 

Harold  J  Haynes 

0 

146,335 

NYSE 

SN 

D.9U 

o  cn 

49% 

Chicago,  ill 

AC  ~J 

4b.  / 

John  E  Swearingen 

9 

47,621 

NYSE 

SOH 

4.37 

1.36 

70% 

Cleveland,  Ohio 

22.1 

Alton  W  Whitehouse 

4 

2,280 

OTC 

STBK 

1.40 

1.90 

17 

Boston,  Mass 

2.9 

William  S  Edgerly 

9 

21,837 

NYSE 

STF 

5.32 

1.71 

36% 

Westport,  Conn 

13.0 

H  Barclay  Morley 

1 

60,132 

NYSE 

STY 

1.43 

0.70 

14% 

New  York,  NY 

27.3 

Dr  W  Clarke  Wescoe 

f> 

1 1,729 

NYSE 

STN 

3.01 

i  on 
l.^U 

1  CI/ 

New  York,  NY 

A  A  1 

44. 1 

James  D  Finley 

9 

3,982 

NYSE 

SHP 

3.13 

1.00 

14 

Boston,  Mass 

26.0 

Sidney  R  Rabb 

3 

6,965 

NYSE 

SKW 

10.18 

1.59 

46% 

New  York,  NY 

23.4 

Derald  H  Ruttenberg 

7 

3,046 

OTC 

SUMI 

2.50 

0.90 

13% 

San  Francisco,  Cal 

1.2 

Yoshio  Tada 

9,923 

OTC 

SNBK 

1.03 

0.60 

10% 

Orlando,  Fla 

3.4 

Richard  F  Livingston 

0 

51,286 

NYSE 

SUN 

7.27 

2.26 

42% 

Radnor,  Pa 

32 .4 

H  Robert  Snarbaugn 

14,416 

NYSE 

SMB 

2.37 

1.14 

20% 

Chicago,  III 

28.2 

Robert  P  Gwinn 

8,942 

NYSE 

svu 

3.37 

0.76 

32 

Hopkins,  Minn 

11.5 

Jack  J  Crocker 

6 

4',  002 

NYSE 

SOC 

15.63 

1.90 

255 

Houston,  Tex 

3.5 

Howard  B  Keck 

8,153 

NYSE 

SGL 

1.87 

0.33 

9 

Woodbridge,  NJ 

26.0 

Louis  Lowenstein 

6 

3,377 

ASE 

SYY 

2.56 

0.40 

20 

Houston,  Tex 

4.1 

John  F  Baugh 

11,283 

OTC 

TPAX 

3.18 

2.30 

34 

Lake  Success,  NY 

2.7 

Thomas  F  Casey 

11,918 

NYSE 

TAN 

4.17 

none 

35 

Fort  Worth,  Tex 

18.0 

Charles  D  Tandy 

6 

5,470 

OTC 

TECU 

7.16 

3.90 

59 

Tecumseh,  Mich 

10.6 

Kenneth  G  Herrick 

17,675 

N^SE 

TEK 

2.49 

0.39 

37% 

Beaverton,  Ore 

14.6 

Earl  Wantland 

12,995 

NYSE 

TDY 

14.86 

none 

56% 

Los  Angeles,  Cal 

48.7 

Henry  E  Singleton 

0 

95,008 

NYSE 

TGT 

4.38 

1.94 

30% 

Houston,  Tex 

93.0 

Wilton  E  Scott 

3 

3,923 

OTC 

TVBC 

1.88 

0.80 

12% 

Nashville,  Tenn 

1.8 

William  F  Earthman 

3 

12,327 

NYSE 

TSO 

-5.52 

1.00 

7% 

San  Antonio,  Tex 

4.2 

Robert  V  West  Jr 

1 

271,467 

NYSE 

TX 

3.43 

2.00 

27% 

White  Plains,  NY 

70.6 

Maurice  F  Granville 

4 

4,301 

OTC 

TABS 

3.45 

0.76 

22% 

Fort  Worth,  Tex 

1.7 

Lewis  H  Bond 

2 

13,022 

NYSE 

TCB 

3.85 

1.10 

36% 

Houston,  Tex 

4.6 

Ben  F  Love 

5 

24,867 

NYSE 

TET 

5.02 

1.98 

46% 

Houston,  Tex 

5.1 

George  F  Kirby 

3 

9,832 

NYSE 

TXG 

5.37 

2.30 

42% 

Owensboro,  Ky 

11.2 

William  M  Elmer 

22,815 

NYSE 

TXN 

5.11 

1.32 

73% 

Dallas,  Tex 

68.5 

Mark  Shepherd  Jr 

19,609 

NYSE 

TXO 

3.40 

0.24 

33% 

Dallas,  Tex 

1.6 

William  L  Hutchison 

75,000 

NYSE 

TXU 

2.40 

1.38 

22 

Dallas,  Tex 

11.0 

T  Louis  Austin  Jr 

30,841 

NYSE 

TG 

1.21 

1.20 

19% 

Stamford,  Conn 

5.4 

Charles  F  Fogarty 

d  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 
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The  Dimensions  Of  American  Busin 


WHERE  THEY  RANK:  1977 


Market  Value 


Market 

el 

Assets 

bales 

of  Common 

Assets 

odies 

vaiue 

D.nfitc 

rfOTITS 

Company  (and  fiscal  year  end) 

(3>UUU) 

330 

122 

203 

127 

Textron  (Dec) 

1,738,271 

2,802,236 

796,617 

378 

■ 

■ 

■ 

Third  National  Corp  (Dec) 

1,532,572 

106,689 

46,527 

AftA 
400 

1  nrirty  Lorp  vAugj 

ono  ooq 

7nn  qqq 
/uu.yoo 

Q  1  GO/1 

ol  ,oZh 

437 
to  / 

Tiger  International  (Dec) 

1   9.3ft  7QH 
1 ,  OOO,  /  V\J 

0 1 0,000 

OC\l  7QQ 

Oil 

Time  Inc  (Dec) 

i  nA3  9ftn 

1  OAQ  ft  1  A 
1 ,  *l4:7  ,0  1 0 

ftfiA  AA1 
ouo,  001 

■ 

340 

170 

217 

Times  Mirror  (Dec) 

843,288 

1,129,630 

885,258 

■ 

381 

297 

281 

Timken  (Dec) 

779,492 

974,352 

567,426 

ouu 

AAA 
440 

A  1  A 

HID 

Toledo  Edison  (Dec) 

1  ini  a i n 
i ,  1  u  i  ,o  i  u 

97A  7QA 

£  1 0,  /  y4 

oao  onft 
040,/uo 

Tosco  (Dec) 

AIR  ftAft 

1  DAQ  33A 
1 ,  UOO, OOO 

QA  AQ1 

yo.oy  1 

jot 

Al  7 

Hi/ 

A3  1 

40  1 

A  1  1 

Trans  Union  Corp  (Dec) 

1  AQ7  7  1  A 
1 ,4y  /  ,  /  14 

Q7H  ft3ft 

0  /  u,ooo 

3A1  AA9 
OOl  ,4D*i 

308 

94 

■ 

328 

Trans  World  Airlines  (Dec) 

1,834,411 

3,393,473 

163,894 

73 

104 

138 

93 

Transamerica  (Dec) 

5,804,599 

3,209,964 

1,012,310 

9Rft 

C.  JO 

aad 

3AA 
044 

oou 

Transco  Companies  (Dec) 

9  1  AD  3AA 
c.,  14U.OOO 

7ft9  A3A 
/  O/  ,000 

Aft9  9QH 

40^  ,£.yu 

0:?4 

Transohio  Financial  (Dec) 

1  /170  9A9 
1 ,4  /  0,  cXid. 

lie  AHA 
110,  OOO 

A  A  91  A 
44 ,  Z  14 

Afi9 

Transway  International  (Dec) 

97Q  AQH 

c.  1  y ,  oou 

7  1  A  AA3 
/  1  0,  OOO 

1  AH  ftQl 

1  ou.oy  1 

24 

31 

97 

48 

Travelers  (Dec) 

15,090,005 

6,629,733 

1,334,178 

■ 

■ 

478 

■ 

Tropicana  Products  (Aug) 

131,328 

244,583 

311,243 

9AA 
^44 

Trust  Company  of  Georgia  (Dec) 

9  997  3A1 

c-  ,£.£.  1  , 0 O  1 

1  AA  97ft 

1  04,  C.  1  O 

117  1  ftO 
1 1  / , 1 ou 

010 

1UO 

iOO 

1  HA 
1UO 

1  kw  iuecj 

9  fl^A  A7A 
<:,UjO,  0/  O 

0,  ^00,^40 

QIC  QCn 

y  1  o.oou 

A  Q7 

4y/ 

/I  A  9 
40/ 

Tucson  Gas  &  Electric  (Dec) 

QOA  QH9 
0/0,OU£ 

9A  A  AAA 
<£40,  004 

onn  A83 
OUU, OOO 

■ 

498 

■ 

a 

Turner  Construction  (Dec) 

115,626 

681,520 

29,130 

■ 

■ 

■ 

405 

Twentieth  Century-Fox  (Dec) 

433,203 

501,479 

164,523 

1  Aft 

1  Do 

1  C\0 

0.9  1 
Oil  1 

c.4.1 

ual  vueci 

q  nnn  Ann 
o.uuu.ouu 

Q  9A7  9ft9 
0  ,/0  /  ,  c.Oc. 

A1A  ^An 
0 14, OOU 

yu 

Union  Bancorp  (Dec) 

A  Aftl  nAA 

4,00 1 ,uoo 

9ftA  337 
£.00,00  / 

1 40 ,  OOc. 

A  QQ 

4oy 

oc  i 
oOl 

1  I  c 

110 

17  1 

1/1 

Union  Camp  (Dec) 

1    1  3n  flA  1 

1 , 1  ou,uo  1 

1  Oft!  AR3 

1  ,uo  1 ,000 

1   1  1Q  9AQ 
1 , 1 1  y,  £.Oy 

60 

29 

46 

30 

Union  Carbide  (Dec) 

7,423,184 

7,036,068 

2,645,853 

398 

■ 

■ 

a 

Union  Commerce  Corp  (Dec) 

1,466,269 

102,109 

26,418 

205 

467 

234 

218 

Union  Electric  (Dec) 

2,521,181 

765,102 

702,180 

Q7 

0/ 

A  O. 
HO 

Kyi 

37 
0/ 

Union  Oil  Company  of  California  (Dec) 

A  10  A  A  1  A 
4,  /  ^4,0 1 0 

A  AAft  A9H 

0,000,  o/u 

9  99.A  AAfl 
c. ,  c\00,  OOU 

lie; 
110 

1 

loo 

Do 

bU 

Union  Pacific  Corp  (Dec) 

A  lit  /IOC 
4, 1 10,4/0 

9  A9ft  A  1  A 
0/O,4  1  O 

9  39H  A^ft 
*:,0<iU,40O 

329 

132 

■ 

■ 

Uniroyal  (Dec) 

1,745,834 

2,581,927 

215,857 

314 

■ 

■ 

■ 

United  Bank  Corp  of  New  York  (Dec) 

1,809,155 

107,850 

116,740 

325 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

1,764,151 

135,105 

92,540 

■ 

140 

■ 

■ 

United  Brands  (Dec) 

1,097,849 

2,421,941 

81,495 

■ 

220 

413 

284 

United  Energy  Resources  (Dec) 

.1,053,059 

1,676,003 

382,219 

233 

■ 

■ 

■ 

United  Financial  Corp  of  California  (Dec) 

2,330,556 

198,492 

98,637 

232 

a 

■ 

■ 

United  Jersey  Banks  (Dec) 

2,330,640 

154,110 

63,793 

■ 

496 

■ 

■ 

United  Merch  &  Manufacturers  (June) 

876,141 

683,809 

19,970 

439 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec) 

1,328,057 

81,478 

61,166 

125 

■ 

479 

496 

U  S  Bancorp  (Dec) 

3,823,-528 

280,993 

310,865 

185 

226 

197 

100 

U  S  Fidelity  &  Guaranty  (Dec) 

2,728,326 

1,640,942 

810,491 

■ 

329 

427 

356 

United  States  Gypsum  (Dec) 

895,929 

1,176,882 

366,674 

■ 

296 

■ 

451 

U  S  Industries  (Dec) 

837,410 

1,333,628 

212,702 

38 

19 

45 

126 

United  States  Steel  (Dec) 

9,914,400 

9,609,900 

2,651,324 

425 

m 

■ 

■ 

11  United  States  Trust  Co  of  NY  (Dec) 

1,369,528 

114,677 

68,250 

162 

44 

113 

72 

United  Technologies  (Dec) 

2,979,303 

5,550,670 

1,120,879 

165 

325 

133 

131 

United  Telecommunications  (Dec) 

2,945,751 

1,191,164 

1,046,273 

■  Not  on  500  list. 

11  Change  of  name  to  U.S.  Trust  Corp.  pending. 
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ioster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977 


Earnings 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

luuu) 

Traded 

oymDoi 

Items 

Dividends 

(uec.  31) 

Headquarters 

Chief  Executive 

6. 

30,061 

NYSE 

TXT 

3.65 

1.35 

26V2 

Providence,  Rl 

64.5 

Joseph  B  Collinson 

4( 

2,386 

0TC 

TDAT 

2.80 

1.00 

19Vz 

Nashville,  Tenn 

1.8 

Charles  J  Kane 

5< 

9,770 

NYSE 

TFD 

0.88 

0.48 

8% 

Los  Angeles,  Cal 

13.0 

Leonard  H  Straus 

12,690 

NYSE 

TGR 

2.26 

0.48 

16% 

Los  Angeles,  Cal 

4.9 

Wayne  M  Hoffman 

1  L 

AAA 

4.44 

i  .^o 

iNew  York,  int 

ICQ 

Andrew  Heiskell 

32 

34,716 

NYSE 

TMC 

2.77 

0.75 

25y2 

Los  Angeles,  Cal 

19.4 

Franklin  D  Murphy 

41 

11,126 

NYSE 

TKR 

6.66 

2.60 

51 

Canton,  Ohio 

23.1 

Herbert  E  Markley 

2C 

13,660 

NYSE 

TED 

2.95 

2.12 

25y8 

Toledo,  Ohio 

2.1 

John  P  Williamson 

Si 

17,989 

0TC 

TOSC 

0.54 

none 

5% 

Los  Angeles,  Cal 

3.1 

Morton  M  Winston 

/  t 

1  1 

1  i.,Uo/ 

MVCC 
IN  Tot 

Tl  1 
1  U 

A  AC* 
4.40 

1  &A 
I.  OH 

Lincolnshire,  III 

I  I.e. 

Jerome  W  Van  Gorkom 

15,797 

NYSE 

TWA 

3.83 

none 

10% 

New  York,  NY 

84.0 

L  Edwin  Smart 

K 

66.381 

NYSE 

TA 

2.52 

0.70 

15% 

San  Francisco,  Cal 

26.4 

John  R  Beckett 

M 

22,696 

NYSE 

E 

2.84 

1.00 

21V4 

Houston,  Tex 

2.0 

William  J  Bowen 

)1 

3,471 

NYSE 

TFC 

3.41 

0.28 

12% 

Cleveland,  Ohio 

0.6 

Warner  B  Bishop 

V* 

D,Dlj 

IN  Tot 

1  IN  W 

^  QQ 

1  RP, 

J.  .00 

£■378 

INew  TOrK,  IN  T 

7  A 

G  Russell  Moir 

X 

43,038 

NYSE 

TIC 

6.02 

1.23 

31 

Hartford,  Conn 

28.8 

Morrison  H  Beach 

9,396 

NYSE 

TOJ 

2.39 

0.75 

33y8 

Bradenton,  Fla 

2.9 

Anthony  T  Rossi 

5,040 

0TC 

TRGA 

2.59 

1.20 

23y4 

Atlanta,  Ga 

3.3 

Robert  Strickland 

28,180 

NYSE 

TRW 

4.77 

1.55 

32y2 

Cleveland,  Ohio 

87.2 

Ruben  F  Mettler 

1  Q  C.A7 

NY^F 

1  1  A 
l  ,  lh 

1078 

1  ULbLM  1 ,  rU  \l. 

L-.£. 

Theodore  M  Welp 

14 

1,069 

ASE 

TUR 

3.02 

1.56 

27y* 

New  York,  NY 

1.3 

Walter  B  Shaw 

n 

7,697 

NYSE 

TF 

6.52 

0.60 

21% 

Los  Angeles,  Cal 

5.2 

Dennis  C  Stanfill 

>o 

24,640 

NYSE 

UAL 

3.72 

0.60 

20% 

Elk  Grove  Township,  III 

67.4 

Edward  E  Carlson 

>2 

11,064 

NYSE 

UNB 

1.57 

0.84 

13 

Los  Angeles,  Cal 

3.6 

Harry  J  Volk 

IP, 

OA  OCf. 

IN  T  Ot 

i  icr 

A  71 
4.  /  3 

i  an 
1  .ou 

4DY8 

Wayne,  NJ 

1C  O 

1 0.3 

Alexander  Calder  Jr 

64,533 

NYSE 

UK 

6.05 

2.80 

41 

New  York,  NY 

113.7 

William  S  Sneath 

3,774 

NYSE 

UCM 

0.61 

none 

7 

Cleveland,  Ohio 

1.2 

Joseph  C  Coakley 

\9 

46,812 

NYSE 

UEP 

1.67 

1.36: 

15 

St  Louis,  Mo 

6.6 

Charles  J  Dougherty 

14 

42,299 

NYSE 

UCL 

7.86 

2.18 

52% 

Los  Angeles,  Cal 

16.5 

Fred  L  Hartley 

18 

47,477 

NYSE 

UNP 

4.68 

1.70 

48% 

New  York,  NY 

29.1 

James  H  Evans 

,0 

26,567 

NYSE 

R 

1.13 

0.50 

8y8 

Middlebury,  Conn 

53.4 

David  Beretta 

18 

5,837 

OTC 

UBNY 

3.08 

1.55 

20 

Albany,  NY 

2.2 

Peter  D  Kiernan 

'5 

3,876 

OTC 

UBKS 

3.87 

1.29 

23% 

Denver,  Colo 

2.4 

Neil  F  Roberts 

10,866 

NYSE 

UB 

0.50 

none 

7y2 

New  York,  NY 

48.0 

Seymour  Milstein 

11,806 

NYSE 

UER 

6.28 

1.62 

32% 

Houston,  Tex 

2.5 

JHughRoff  Jr 

15 

5,978 

NYSE 

UFL 

4,02 

0.45 

16y2 

San  Francisco,  Cat 

1.1 

Anthony  M  Frank 

8 

5,372 

NYSE 

UJB 

1.69 

1.04 

11% 

Princeton,  NJ 

2.5 

Edward  A  Jesser  Jr 

4 

5,917 

OTC 

UMMF 

-32.43 

none 

3% 

New  York,  NY 

18.0 

Martin  J  Schwab 

■6 

3,097 

OTC 

UMSB 

3.27 

0.95 

19% 

Kansas  City,  Mo 

1.8 

R  Crosby  Kemper 

3 

10,770 

OTC 

USBC 

3.52 

0.91 

28% 

Portland,  Ore 

5.1 

John  A  Elorriaga 

4 

27,327 

NYSE 

FG 

5.32 

1.65 

29% 

Baltimore,  Md 

8.3 

Williford  Gragg 

7 

16,667 

NYSE 

USG 

3.41 

1.60 

22 

Chicago,  III 

20.3 

Graham  J  Morgan 

6 

28,841 

NYSE 

USI 

1.25 

0.43 

7% 

New  York,  NY 

28.6 

1  John  Billera 

84,169 

NYSE 

X 

1.66 

2.20 

3iy2 

Pittsburgh,  Pa 

165.8 

Edgar  B  Speer 

3,000 

OTC 

USTC 

3.04 

1.80 

22% 

New  York,  NY 

1.5 

Tom  Killefer 

9 

31,244 

NYSE 

UTX 

5.66 

1.65 

35% 

Hartford,  Conn 

138.6 

Harry  J  Gray 

3 

55,067 

NYSE 

UT 

2.31 

1.26 

19 

Westwood,  Kan 

24.6 

Paul  H  Henson 

e  1  a  adjusted  for  stock  splits  and  stock  dividends  through  May  15,  1978. 


>,  MAY  15,  1978 
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The  Dimensions  Of  American  Busine 


  WHERE  THEY  RANK:  1977   

Market  Value 

Market  Net  Assets  Sales  of  Common 

Assets       Sales  Value  Profits  Company  (and  fiscal  year  end)  ($000)  ($000)  ($000) 


169 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

2.925.263 

215,697 

109,740 

■ 

475 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

182,103 

737.346 

157,815 

■ 

338 

130 

230 

Upjohn  (Dec) 

1.048,179 

1.134.325 

1.060.417 

240 

■ 

400 

329 

USLIFE  (Dec) 

2,301,454 

537,288 

404.119 

403 

■ 

301 

372 

Utah  Power  &  Light  (Dec) 

1,447,986 

303,077 

561,986 

■ 

■ 

■ 

488 

UV  Industries  (Dec) 

570,115 

586,002 

176,475 

126 

■ 

■ 

■ 

Valley  National  Bank  of  Arizona  (Dec) 

3,814,416 

268,397 

173.823 

85 

288 

112 

78 

Virginia  Electric  &  Power  (Dec) 

4.802,009 

1,358,860 

1.146,602  18 

245 

■ 

■ 

■ 

Virginia  National  Bankshares  (Dec) 

2,226,541 

172,269 

90,100  ; 

■ 

375 

■ 

■ 

Vornado  (Jan) 

317,803 

988,455 

35,848 

■ 

■ 

■ 

478 

Vulcan  Materials  (Dec) 

419.772 

510.560 

260.237 

122 

■ 

■ 

■ 

Wachovia  Corp  (Dec) 

3.876.970 

263,317 

190.377 

■ 

476 

495 

■ 

Wal-Mart  Stores  (Jan) 

214.600 

733.641 

301,077 

■ 

434 

■ 

■ 

Waldbaum  (Dec) 

116,164 

826,337 

28.215 

■ 

321 

■ 

■ 

Walgreen  (Aug) 

331,363 

1,223,249 

118,887 

■ 

334 

399 

293 

Warner  Communications  (Dec) 

1,017.146 

1,143,792 

404.906 

264 

134 

61 

79 

Warner-Lambert  (Dec) 

2,107,153 

2,542,728 

2,065,362  \i 

341 

437 

■ 

■ 

Washington  National  Corp  (Dec) 

1,691,384 

823,051 

146.740 

467 

■ 

■ 

■ 

Weeden  Holding  Corp  (SepO 

1,237,596 

48.168 

11.933 

23 

348 

279 

242 

Wells  Fargo  (Dec) 

15.358.768 

1.098.732 

599,743 

■ 

443 

■ 

■ 

West  Point-Pepperell  (Aug) 

487,024 

816.570 

176,222  2 

■ 

491 

■ 

■ 

Western  Air  Lines  (Dec) 

462.644 

691.464 

96.525 

15 

243 

201 

160 

Western  Bancorporation  (Dec) 

22,488,026 

1.546,055 

801,294 

452 

■ 

■ 

■ 

Western  Financial  (Dec) 

1,286,823 

99,761 

22.260 

370 

■ 

■ 

441 

Western  Union  (Dec) 

1.568.992 

650,460 

259.769  t 

77 

36 

82 

47 

Westinghouse  Electric  (Dec) 

5,527,628 

6,137,661 

1.567,468  Zi 

■ 

371 

338 

336 

Westvaco  (Oct) 

885,710 

1,000,622 

485.559 

■ 

406 

■ 

■ 

Wetterau  (Mar) 

162.996 

913.954 

102.193  1 

119 

99 

32 

42 

Weyerhaeuser  (Dec) 

4,038,012 

3,282,768 

3.488.670 

■ 

382 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

765.691 

966.035 

34.669 

ioy 

198 

1  Q  A 

Whirlpool  (Dec) 

Qi  o  OQQ 

■ 

280 

■ 

390 

White  Consolidated  Industries  (Dec) 

934,180 

1,400.026 

242.927  E 

■ 

309 

■ 

• 

White  Motor  (Dec) 

631.868 

1.253,670 

67,072 

380 

■ 

■ 

■ 

Whitney  Holding  Corp  (Dec) 

1.527,532 

87,367 

130.662 

■ 

480 

■ 

■ 

Whittaker  (Oct) 

481.167 

719.979 

99,480 

■ 

259 

■ 

■ 

Wickes  (Jan) 

581.949 

1.487,857 

187,723 

■ 

■ 

447 

419 

Willamette  Industries  (Dec) 

502,756 

652.973 

340,846 

304 

315 

356 

327 

Williams  Companies  (Dec) 

1.882.807 

1,239.588 

460.410 

441 

■ 

■ 

■ 

Wilmington  Trust  (Dec) 

1,325,675 

89.020 

84.000 

■ 

66 

213 

295 

Winn-Dixie  Stores  (June) 

580.884 

3.996,699 

751.642 

435 

■ 

295 

307 

Wisconsin  Electric  Power  (Dec) 

1,342,111 

669,903 

568.841 

249 

45 

307 

228 

FW  Woolworth  (Jan) 

2.214,173 

5,543,496 

549.583 

82 

53 

29 

27 

Xerox  (Dec) 

4.906.296 

5,076,900 

3,757.531  4C 

■ 

■ 

406 

493 

Yellow  Freight  System  (Dec) 

353.364 

647,865 

393.333 

■ 

500 

■ 

■ 

Zale  (Mar) 

506,352 

677.827 

205.500 

■ 

307 

■ 

■ 

Zayre  (Jan) 

380,981 

1.261.301 

42.177 

■ 

383 

■ 

■ 

Zenith  Radio  (Dec) 

485.172 

965.597 

273.122 

■  Not  on  500  list. 
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oster  Of  The  U.S.'s  Biggest  Corporations 


SHARE  DATA:  1977  - 
Earnings 


1 

Shares 

Before 

Market 

Number  of 

Outstanding 

Where 

Ticker 

Extraordinary 

Price 

Corporate 

Employees 

(000) 

Traded 

Symbol 

Items 

Dividends 

(Dec.  31) 

Headquarters 

(000) 

Chief  Executive 

2 

5,386 

OTC 

UVBK 

3.19 

1.12 

20% 

Richmond,  Va 

4.5 

Joseph  A  Jennings 

9,352 

NYSE 

UW 

2.08 

0.90 

16% 

Richmond,  Va 

13.0 

Gordon  L  Crenshaw 

29,662 

NYSE 

UPJ 

3.09 

1.14 

35% 

Kalamazoo,  Mich 

18.8 

Ray  T  Parfet  Jr 

21,553 

NYSE 

USH 

2.88 

0.50 

18% 

New  York,  NY 

3.7 

Gordon  E  Crosby  Jr 

4 

28,455 

NYSE 

UTP 

1.76 

1.56 

19% 

Salt  Lake  City,  Utah 

3.3 

E  Allen  Hunter 

9,050 

NYSE 

UV 

4.04 

0.94 

19% 

New  York,  NY 

13.2 

Martin  Horwitz 

8,914 

OTC 

VNBK 

2.56 

0.89 

19% 

Phoenix,  Ariz 

5.4 

Gilbert  F  Bradley 

79,076 

NYSE 

VEL 

1.92 

1.24 

14% 

Richmond,  Va 

8.8 

T  Justin  Moore  Jr 

4,505 

OTC 

VNAT 

3.16 

1.24 

20 

Norfolk,  Va 

3.7 

W  Wright  Harrison 

16 

5,515 

NYSE 

VNO 

-1.75 

none 

6% 

Garfield,  NJ 

14.8 

Frederick  Zissu 

; 

11,439 

NYSE 

VMC 

3.40 

1.10 

22% 

Birmingham,  Ala 

5.9 

Bernard  A  Monaghan 

11,538 

NYSE 

WB 

2.02 

0.56 

16% 

Winston-Salem,  NC 

5.3 

John  G  Medlin  Jr 

14,868 

NYSE 

WMT 

1.53 

0.14 

20% 

Bentonville,  Ark 

15.0 

Sam  M  Walton 

2,327 

OTC 

WALD 

2.73 

none 

1214 

Central  Islip,  NY 

5.0 

Ira  Waldbaum 

6,651 

NYSE 

WAG 

2.34 

1.10 

17% 

Deerfield,  III 

30.0 

Charles  R  Walgreen  III 

11,909 

NYSE 

WCI 

5.30 

0.75 

34 

New  York,  NY 

8.2 

Steven  J  Ross 

79,437 

NYSE 

WLA 

2.36 

1.08 

26 

Morris  Plains,  NJ 

58.0 

Ward  S  Hagan 

6,380 

NYSE 

WNT 

3.40 

0.85 

23 

Evanston,  III 

8.8 

Stanley  P  Hutchison 

1,618 

OTC 

WEED 

-1.41 

0.80 

7% 

New  York,  NY 

0.7 

Donald  E  Weeden 

22,316 

NYSE 

WFC 

3.98 

1.09 

26% 

San  Francisco,  Cal 

13.4 

Richard  P  Cooley 

4,828 

NYSE 

WPM 

5.58 

2.40 

36% 

West  Point,  Ga 

24.0 

Joseph  L  Lanier  Jr 

12,659 

NYSE 

WAL 

1.09 

0.40 

7% 

Los  Angeles,  Cal 

10.6 

Arthur  F  Kelly 

24,190 

NYSE 

WBC 

4.93 

1.55 

33% 

Los  Angeles,  Cal 

26.5 

Joseph  J  Pinola 

2,120 

ASE 

WFN 

3.36 

0.25 

10% 

Phoenix,  Ariz 

0.6 

Gary  H  Driggs 

32 

15,169 

NYSE 

WU 

2.41 

1.40 

17% 

Upper  Saddle  River,  NJ 

14.1 

Russell  W  McFall 

4€ 

86,481 

NYSE 

WX 

3.10 

0.97 

18% 

Pittsburgh,  Pa 

141.4 

Robert  E  Kirby 

27 

16,889 

NYSE 

W 

3.67 

1.13 

28% 

New  York,  NY 

15.9 

David  L  Luke  III 

6,802 

OTC 

WETT 

1.67 

0.66 

15% 

Hazelwood,  Mo 

3.5 

Ted  C  Wetterau 

127,440 

NYSE 

WY 

2.30 

0.80 

27% 

Tacoma,  Wash 

48.0 

jeorge  H  Weyerhaeuser 

3,748 

NYSE 

WHX 

-7.70 

none 

9% 

Pittsburgh,  Pa 

14.5 

Dennis  J  Carney 

36,150 

NYSE 

WHR 

3.04 

1.05 

22% 

Benton  Harbor  Mich 

23.6 

John  H  Platts 

11,365 

NYSE 

WSW 

4.28 

1.20 

21% 

Cleveland  Ohio 

29.7 

Roy  H  Holdt 

8,255 

NYSE 

WH 

1.18 

none 

8% 

Eastlake  Ohio 

9.7 

Semon  E  Knudsen 

74 

1,071 

OTC 

14.23 

5.00 

122 

New  Orleans,  La 

0.8 

Patrick  A  Delaney 

14 

13,264 

NYSE 

WKR 

1.05 

none 

7% 

Los  Angeles,  Cal 

12.6 

Joseph  F  Alibrandi 

21 

10,727 

NYSE 

WIX 

2.56 

0.74 

17% 

San  Diego,  Cal 

15.2 

Emil  L  McNeely 

13,566 

OTC 

WMTT 

3.61 

0.95 

25% 

Portland,  Ore 

7.7 

Gene  D  Knudson 

24,887 

NYSE 

WMB 

2.61 

1.00 

18% 

Tulsa,  Okla 

7.0 

John  H  Williams 

84 

2.000 

OTC 

WILM 

6.43 

3.20 

42 

Wilmington,  Del 

1.3 

William  W  Geddes 

70 

21,173 

NYSE 

WIN 

3.32 

1.62 

35% 

Jacksonville,  Fla 

51.0 

Bert  L  Thomas 

97 

18,276 

NYSE 

WPC 

3.36 

2.09 

31% 

Milwaukee,  Wise 

5.7 

Charles  S  McNeer 

62 

29,117 

NYSE 

z 

3.03 

1.40 

18% 

New  York,  NY 

199.7 

Edward  F  Gibbons 

79 

80,375 

NYSE 

XRX 

5.06 

1.40 

46% 

Stamford,  Conn 

104.0 

C  Peter  McColough 

14,303 

OTC 

YELL 

2.63 

0.54 

27% 

Overland  Park,  Kan 

14.4 

George  E  Powell  Jr 

13,152 

NYSE 

ZAL 

2.08 

0.89 

15% 

Dallas,  Tex 

16.8 

Donald  Zale 

4,962 

NYSE 

ZY 

2.33 

none 

8% 

Framingham,  Mass 

25.0 

Maurice  Segall 

18,836 

NYSE 

ZE 

-0.25 

1.00 

14% 

Glenview,  III 

23.9 

John  J  Nevin 

?s:  1)  Sales  figures  exclude  excise  taxes.  2)  Market  Value  is  derived  by  multiplying  the  Dec.  30,  1977  closing  price  of  the  common  stock  by  the  number  of 
jnding  at  that  date.  3)  Cash  Flow  is  the  sum  of  net  profits  and  charges  for  depreciation,  depletion  and  amortization.  4)  1978  figures  were  used  for  those 
:al  year  companies  for  which  they  were  available  at  press  time. 
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Who  Are 
The  Biggest 
Employers? 

American  Tel  &  Tel  is  number  one, 
of  course,  with  nearly  a  million 
people  on  its  payroll.  But  no 
fewer  than  28  U.S.  companies 
provide  over  100,000  jobs  each. 

While  politicians  prattled  about  Humphrey-Hawkins  and 
federal  job  programs,  who  was  really  creating  new  jobs?  Big 
business  was — the  Forbes  500s.  Last  year  the  500  biggest 
employers  had  nearly  20.7  million  people  on  their  payrolls,  a 
gain  of  some  650,000  jobs  in  a  single  year  and  achieved  without 
a  penny  of  taxpayer  money. 

Granted  that  the  statistics  are  a  bit  mushy:  Some  companies, 
for  example,  count  a  part-timer  as  one  employee,  while  others 
translate  part-timers  into  full-time  equivalents;  and  some  com- 
panies include  foreign  employees  in  their  figures  while  others 
do  not.  But  total  employment  by  the  500  still  was  equivalent  in 
1977  to  roughly  22  jobs  out  of  every  100.  and  was  in  addition 
probably  the  standard-setting  part  of  the  total. 

Study  the  figures  on  assets  per  employee.  Behind  nearly 
every  nonbanking  job  in  big  business  stands  an  investment  of 
anywhere  from  $10,000  or  so  to  well  over  8100,000  and,  in  the 
case  of  utilities,  as  high  as  $443,500  per  employee  (Common- 
wealth Edison).  In  banking,  the  assets  per  employee  often 
exceed  the  Sl-million  mark. 

In  this  context,  it  is  hard  to  argue  that  American  business 
makes  excessive  profits.  For,  without  these  profits,  where  is 
the  money  coming  from  to  finance  the  creation  of  new  jobs  by 
private  industry  rather  than  by  the  taxpayer?  ■ 
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Per  Employee 
Employees   Assets  Profits 


Rank 

Company 

(000) 

($000) 

($000) 

1  1 

American  Tel  &  Tel 

946.1 

99.3 

4.8 

2  1 

General  Motors 

796.8 

33.3 

4.2 

3 

Ford  Motor 

507.1 

37.9 

3.3 

4 

Sears,  Roebuck 

430.2 

53.7 

1.9 

5 

General  Electric 

384.0 

35.7 

2.8 

6 

Intl  Tel  &  Tel 

375.0 

53.1 

1.4 

7 

IBM 

310.2 

61.2 

8.8 

8 

Chrysler 

250.8 

30.6 

0.5 

9 

K  mart 

206.0 

16.6 

1.5 

10 

General  Tel  &  Elec 

203.0 

72.3 

2.8 

11 

Mobil 

200.7 

102.5 

5.0 

12 

F  W  Woolworth 

199.7 

11.1 

0.5 

13 

J  C  Penney 

193.0 

21.3 

1.5 

14 

United  States  Steel 

165.8 

59.8 

0.8 

15 

Goodyear 

152.5 

30.7 

1.3 

16 

Westinghouse  Elec 

141.4 

39.1 

1.9 

17 

E  1  du  Pont 

140.1 

53.0 

3.9 

18 

Safeway  Stores 

139.9 

18.3 

0.7 

19 

United  Technologies 

138.6 

21.5 

1.4 

20 

Exxon 

127.0 

302.8 

19.1 

21 

Eastman  Kodak 

123.7 

47.7 

5.2 

22 

Gulf  &  Western  Inds 

116.6 

35.7 

1.3 

23 

Rockwell  Intl 

115.2 

29.4 

1.3 

24 

Firestone 

115.0 

29.5 

1.0 

25 

Union  Carbide 

113.7 

65.3 

3.4 

26 

RCA 

111.0 

39.2 

2.2 

27 

Federated  Dept  Strs 

109.0 

23.1 

1.8 

28 

Xerox 

104.0 

47.2 

3.9 

29 

Bethlehem  Steel 

94.1 

52.1 

def 

30 

Litton  Industries 

94.0 

22.0 

0.6 

31 

Intl  Harvester 

93.2 

40.6 

2.2 

32 

Tenneco 

93.0 

89.0 

4.6 

def  Deficit. 


FORBES,  MAY  15,  19"< 


Multicompanies  -  Multi-Industry:  Yardsticks  of  Management  Performance 


Profitability 

Growth 

Return  on  Equity 

Return  on  Total  Capital 

Sales 

Earnings/Share 

Company 

5- Year 
Average 

5-Year 
Rank 

Latest 
12  Months 

Debt/ 
Equity 
Ratio 

Latest 
12  Months 

5-Year 
Rank 

5-Year 
Average 

Net 
Profit 
Margin 

5-Year 
Average 

5-Year 
Rank 

5- Year 
Average 

5-Year 
Rank 

Vulcan  Materials 

19.9% 

1 

19.5% 

0.4 

13.0% 

3 

14.1% 

8.2% 

11.9% 

5 

21.5% 

4 

GENSTAR  LTD. 

1  Q  Q 

o 

7 

0.9 

10  9 

12  2 

6.4 

23.8 

29.3 

2 

General  Electric 

lo.  J 

1  Q  Q 

1  CJ.C? 

n  "3 

16  6 

2 

15  5 

6  1 

9  6 

13 

11.2 

13 

Union  Carbide 

1  1 

lo.  / 

0.5 

8  7 

4 

12  0 

5^6 

13  5 

2 

183 

7 

Koppers 
Eltra 

ICC 

lo.D 

E 

o 

0.3 

10  6 

g 

11  7 

4.5 

13.8 

21.7 

3 

1  "5  7 
1  J.  / 

o 

13  0 

0.2 

inn 

g 

114 

4.7 

110 

8 

11.7 

12 

..    .      .  ... 

National  Distillers 

13.5 

7 

12.5 

0.3 

9.4 

11 

9.7 

5.4 

6.7 

21 

20.4 

6 

bem  nreotKUDDer 

13.4 

8 

15.0 

0.4 

1 1.0 

8 

9.8 

5.5 

11.6 

6 

12.7 

1 1 

American  Brands 

13  2 

9 

12  6 

0  4 

9.3 

12 

9  6 

3  2 

8.1 

19 

4.9 

19 

rru  maustnes 

13.2 

9 

14.9 

0^4 

10.9 

10 

9.8 

6.2 

10  7 

10 

16.8 

8 

S perry  Rand 
Esmark 

13  1 

12.5 

0.4 

9  0 

9 

9.8 

4.8 

111 

7 

12.9 

9 

13.0 

12 

no 

0.6 

7.7 

15 

9.4 

1.4 

9.3 

1 5 

34.8 

_ 

oendix 

13.0 

13 

1 5.4 

0.4 

11.9 

7 

10.4 

3.6 

12.2 

4 

1  O  7 

i  n 

Martin  Marietta 

13.0 

13 

15.0 

0.4 

10.5 

17 

8.7 

7.3 

5.4 

22 

9.1 

16 

r  iviv^ 

12.9 

15 

15.2 

0  5 

10.5 

14 

9.4 

5.7 

8.5 

17 

10.4 

14 

N  L  Industries 

11.7 

16 

9.5 

0.5 

8.7 

19 

8.6 

4.3 

8.6 

16 

7.1 

18 

din  Corp 

11.3 

17 

13.1 

0.3 

10.5 

13 

9.5f 

5.4 

10.7 

9 

D-P 

Borg-Vvarner 

10.0 

18 

12.0 

0.2 

11.1 

16 

8.9 

4.8 

9.4 

14 

73 

17 

Sperry  &  Hutchinson 

9.2 

19 

10.8 

0  1 

10.1 

18 

8.6 

4  0 

2.6 

24 

-7.9 

22 

Allis-Chalmers 

8.6 

20 

13.7 

03 

10.0 

22 

6.8 

43 

10.2 

11 

D-P 

Dillingham 

8.4 

21 

3.5 

0.8 

3.1 

23 

5.4 

0.9 

10.0 

12 

21.1 

5 

Westinghouse  Elec 

8.4 

22 

11.8 

0.2 

9.7 

21 

6.8 

4.1 

7.3 

20 

-0.1 

20 

Curtiss- Wright 

8.0 

23 

10.1 

0.0 

10.2 

20 

8.2 

6.3 

3.9 

23 

24.1 

2 

GAF 

4.6 

24 

def 

0.4 

def 

24 

4.0 

def 

8.3 

18 

-1.9 

21 

Industry  Medians 

13.0 

12.8 

0.4 

10.2 

9.6 

4.8 

9.8 

12.2 

All-Industry  Medians 

12.9 

13.9 

0.4 

10.2 

9.7 

4.7 

12.4 

10.1 

How  do  you  rank  a  Northern  star? 


Forbes  would  rank  Genstar 
the  No.  2  multicompany ! 


ch  year  Forbes  Magazine  compares  the 
rformance  of  more  than  a  thousand  U.S.  companies 
th  sales  over  $250  million.  Though  Genstar,  with 
'es  over  a  $1  billion,  is  listed  on  the  New  York  Stock 
change  and  has  extensive  interests  in  the  U.S., 
i  a  Canadian  company  and  is  not  included  in 
e  survey.  If  we  were,  here's  how  we  would  stack  up: 
In  the  "Multicompanies"  sector,  Genstar  would 

second  in  the  Multi-Industry  subclassification 
terms  of  return  on  equity. 


Genstar,  out  of  1005  companies  surveyed  on  five 
year  average  growth,  would  rank: 

•  1 42  in  terms  of  return  on  common  equity 

•  3 1 5  in  terms  of  return  on  total  capital 

•  92  in  terms  of  growth  in  earnings  per  share 

•  96  in  terms  of  growth  in  sales 

If  you  would  like  a  copy  of  our  1977  annual  report, 
please  return  the  coupon. 


nstar  Limited,  One  Place  Ville  Marie,  Montreal,  Canada  H3B  3R1 

Please  send  me  more  information  about  Genstar.  I  would  also  like  to  be  on  your  mailing  list. 
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Employees 


Per  Employee  Per  Employee  Per  E 

Employees   Assets  Profits  Employees   Assets   Profits  Employees  Assets 

Rank  Company    (000)    ($000)  ($000)    Rank  Company    (000)    ($000)  ($000)    Rank  Company    (000)  ($000) 


33  Great  Atl  &  Pac  Tea  90.0  11.6  0.2  85  Greyhound  51.7  30.7  1.6  137  Borg-Warner  39.3  36.' 

34  McDonald's  90.0  18.3  1.5  86  International  Paper  51.7  74.3  4.5  138  Chessie  System  38.4  79.8 

35  ARA  Services  89.7  7.5  0.4  87  Rapid-American  51.5  28.8  0.3  139  Standard  Oil  Calif  38.3  386.8 

36  Halliburton  87.9  34.5  4.0  88  Atlantic  Richfield  51.3  216.7  13.7  140  Castle  &  Cooke  38.0  21.5 


37  TRW  87.2  23.6  1.8  89  Burroughs  51.3  52.0  4.2  140  Saga  Corp  38.0  2.7 

38  Singer  86.0  17.0  0.9  90  American  Standard  51.2  22.0  1.7  140  Sambo's  Restaurants  38.0  7.5 

39  SperryRand  85.7  33.2  1.8  91  Winn-Dixie  Stores  51.0  11.4  1.4  143  Borden  37.8  50.3 

40  Kroger  85.0  16.6  0.7  92  Burlington-Northern  50.3  72.4  1.5  144  Melville  37.8  14.6 


41  Trans  World  Airlines  84.0  21.8  0.8  93  Armco  50.1  57.5  2.4  145  American  Airlines  37.3  55.5 

42  Minn  Mining  &  Mfg  81.4  43.4  5.1  94  Amer  Home  Products  49.0  32.9  6.2  146  Boise  Cascade  37.3  48.2 

43  Caterpillar  Tractor  81.2  53.5  5.5  95  American  Can  48.8  44.6  2.3  147  Seaboard  Coast  Line  37.2  80.8 

44  Bendix  80.6  22.5  1.5  96  Teledyne  48.7  58.2  4.0  148  Levi  Strauss  37.2  22.2 


45  Beatrice  Foods  80.0  26.6  2.3  97  Weyerhaeuser  48.0  84.1  6.3  149  Gould  37.1  31.5 

46  Boeing  79.5  30.7  2.3  98  General  Foods  48.0  48.9  3.7  150  Georgia-Pacific  37.0  79.2 

47  PepsiCo  76.0  26.9  2.5  98  United  Brands  48.0  22.9  0.2  151  Holiday  Inns  36.8  28.3 

48  Honeywell  75.8  32.1  1.8  100  Citicorp  47.2  1633.7  7.9  152  R  J  Reynolds  Inds  36.7  118.1 


49  Consolidated  Foods  75.0  15.8  1.2  101  Ingersoll-Rand  47.2  38.3  2.5  153  PPG  Industries  36.6  57.8 

50  General  Dynamics  73.3  21.8  1.4  102  Lucky  Stores  47.0  16.0  1.3  154  Digital  Equipment  36.0  29.7 

51  BankAmerica  Corp  72.9  1124.7  5.4  102  Schlumberger  47.0  50.8  8.5  155  National  Steel  35.9  78.8 

52  Texaco  70.6  268.1  13.2  104  Kraft  46.9  44.5  3.3  156  Carter  Hawley  Hale  35.7  25.5 


53  Burlington  Inds  69.0  25.7  1.3  105  Standard  Oil  I nd  46.7  275.9  21.7  157  Reynolds  Metals  35.6  69.2 

54  Texas  Instruments  68.5  18.0  1.7  106  Eaton  46.6  33.2  2.3  158  Norton  Simon  35.5  41.9* 

55  Owens-Illinois  67.8  34.0  1.3  107  Signal  Companies  46.1  46.7  2.2  159  American  Express  35.4  348.81 

56  UAL  67.4  44.5  1.4  108  Control  Data  45.9  124.3  1.4  160  Inland  Steel  35.2  65.4 


57  Ralston  Purina  67.0  26.4  2.1  109  Alcoa  45.8  83.0  4.3  161  Jewel  Companies  35.2  25.0 

58  Household  Finance  65.0  72.3  2.1  110  Combustion  Engnrng  44.8  36.9  1.5  162  Dayton-Hudson  35.0  34.8 

59  Textron  64.5  27.0  2.1  111  Esmark  44.7  40.3  1.5  162  Hewlett-Packard  35.0  33.1 

60  NCR  64.0  36.6  2.2  112  Southern  Pacific  44.5  90.5  2.7  162  Squibb  35.0  41.3 


61  May  Dept  Stores  63.5  26.0  1.3  113  FMC  44.2  48.5  2.7  165  North  Amer  Philips  34.7  30.5 

62  WR  Grace  63.4  46.4  2.2  114  J  P  Stevens  44.1  20.3  0.8  166  Coca-Cola  34.6  64.3 

63  General  Mills  61.8  23.4  1.9  115  Interco  44.0  20.5  1.9  167  Aetna  Life  &  Cas  34.5  603.1 

64  Marriott  61.7  14.1  0.6  116  Genesco  44.0  10.4  def  168  Eastern  Air  Lines  34.3  36.3 


65  McDonnell  Douglas  61.6  40.1  2.0  117  City  Investing  43.9  107.5  1.9  169  Southland  Corp  34.0  23.4 

66  Monsanto  61.5  70.7  4.5  118  American  Cyanamid  43.8  50.7  3.2  170  CBS  33.9  44.8 

67  Johnson  &  Johnson  60.5  33.4  4.1  119  Champion  Intl  43.2  57.1  3.2  171  Shell  Oil  33.5  265.0 

68  Motorola  60.0  23.6  1.8  120  Continental  Oil  43.1  153.7  8.8  172  Campbell  Soup  33.1  30.3 


69  Gulf  Oil  59.4  239.5  12.7  121  IC  Industries  43.1  60.6  1.8  173  Del  Monte  33.0  24.3 

70  Deere  58.6  57.4  4.4  122  Walter  Kidde  43.0  25.7  1.3  174  Allied  Chemical  32.9  87.3 

71  Warner-Lambert  58.0  36.3  3.2  122  Nabisco  43.0  24.7  1.8  175  Denny's  32.9  6.7 

72  Raytheon  57.8  31.4  2.0  124  Emerson  Electric  42.9  26.8  3.3  176  H  J  Heinz  32.8  38.9 


73  Continental  Group  57.5  47.4  2.5  125  American  Stores  42.7  13.8  0.6  177  Emhart  32.7  21  3 

74  Lockheed  55.1  28  5  1.0  126  CPC  International  42.3  37.6  3.1  178  Sun  Company  32.4  159.9 

75  Allied  Stores  55.0  23.5  1.3  127  Northwest  Industries  42.0  42.0  3  1  179  Pullman  32.2  30.5 

76  American  Brands  54.0  52.3  2.9  128  R  H  Macy  41.0  22.9  1.3  180  Celanese  32.1  62.6 


77  Procter  &  Gamble  53.7  83.6  8.6  129  Republic  Steel  41.0  58.7  1.0  180  Occidental  Petroleum  32.1  128.8 

78  Uniroyal  53.4  32.7  0.7  130  Pillsbury  40.4  27.4  1.4  182  Ashland  Oil  32.0  81.6 

79  DowChemical  53.1  144.5  10.5  131  IU  International  40.3  66.0  1.5  182  Hospital  Corp  of  Am  32.0  22.1 

80  Dresser  Industries  53.1  40.9  3.5  132  Pfizer  40.2  60.9  4.4  184  Crown  Zellerbach  31.7  54.8 


81  Philip  Morris  53.0  76.4  6.3  133  Genl  Tire  &  Rubber  39.6  40.1  2.9  185  Gillette  31.7  37.8 

82  Colgate-Palmolive  52.9  37  3  3.0  134  Pan  Am  World  Airways  39.6  47.9  1.1  186  Dart  Industries  31.2  46.2 

83  LTV  52  8  39.1  def  135  B  F  Goodrich  39.5  43.0  1.5  187  Bristol-Myers  31.0  48.2 

84  Associated  Dry  Goods  52.7  15.4  0.8  136  Santa  Fe  Industries  39.5  83.4  4.0  187  St  Regis  Paper  31.0  62.2 

def  Deficit. 
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TWA's  Round-Trip 

Check-in. 
it  s  working. 


Now  on  TWA  when  you  check  in  for  your  outbound  flight, 
we  can  give  you  your  boarding  pass  and  seat  selection 
for  your  return  flight,  too.  So  coming  back  you  don't 
have  to  wait  in  line  again  to  check  in.  All  we  ask  is  that  | 
you  be  available  for  boarding  15  minutes 
85  before  scheduled  departure. 


OnlyonTWA.Checkin  ones  fly  twice. 


Employees 


Per  Employee 


Per  Employee 


Rank 

Employees 
Company  (000) 

Assets  Profits 
($000)  ($000) 

189 
190 
191 
192 

Colt  Industries     30. o 
Chase  Manhattan     30.8  1 
Ogden  30.6 
INA  30.4 

36.1  2.3 

726.6  4.1 
33.4  1.6 

303.7  5.3 

193 
194 
194 
194 

Corning  Glass  Works  i0.6 
Baxter  Travenol  30.0 
Food  Fair  30.0 
Walgreen  30.0 

35.7  3.0 
32.1  2.5 
15.3  0.1 
11.0  0.5 

197 
198 
199 
200 

White  Consolidated 

Delta  Air  Lines  29.6 
Fruehauf  29.4 
American  Motors  29.1 

31.5  1.8 
50.4  3.1 
39.4  2.1 
32.9  0.1 

on  i 
202 
203 
204 

union  raciiic     ^y.  i 
Travelers  28.8 
U  S  Industries  28.6 
Kimberly-Clark  28.5 

141  .D        l . D 

524.0  9.1 
29.3  1.5 
57.9  4.6 

one 

206 
207 
208 

Alir        OO  A 

Phillips  Petroleum  28.4 
Sunbeam  28.2 
Amer  Hospital  Supply     28. 1 

OQ  1          1  C 

<L\j.L  1.0 

205.5  18.2 
23.0  1.2 
37.2  2.8 

one* 

210 
211 
211 

Merck     co.  1 
Lykes  28.1 
Mead  27.8 
Quaker  Oats  27.8 

7n  q     i  n  o 

/u.y  iu.j 
60.4  def 
49.4  3.5 
33.2  2.4 

d.  lo 

214 
215 
216 

DltiA  QaII        07  K 

blue  ben  z/.d 
Chromalloy  American  27.5 
Sterling  Drug  27.3 
Norfolk  &  Western  Ry  27.3 

n  Q          O  C 

27.3  1.4 

33.5  3.1 

97.6  3.8 

O  1  7 

218 
219 
219 

Avon  rroducts  z/.o 
Allis-Chalmers  27.0 
Grumman  27.0 
Hilton  Hotels  27.0 

qq  i       7  n 

JO.  1  /.U 

42.4  2.5 
21.1  1.2 
18.9  1.5 

OO  1 

222 
223 
224 

Howard  Johnson  .co.y 
Western  Bancorp  26.5 
Transamerica  26.4 
Kaiser  Alum  &  Chem  26.2 

1  1    O  11 

1  L.J        1. 1 

848.6  4.4 
219.9  6.4 
90.6  4.3 

225 
225 
227 
228 

Dana  26.2 
Northrop  26.2 
Abbott  Laboratories  26.1 
Hyatt  Corp  26.0 

A  O   1           ^  1 

28.5  2.5 

47.6  4.5 
12.1  0.6 

228                   Revlon  26.0 
228             Stop  &  Shop  26.0 
228  Supermarkets  General  26.0 
232       Pacific  Gas  &  Elec  25.5 

on  n       q  o 

jy.y  J.o 
13.3  0.5 
14.3  0.6 
313.6  14.0 

233 
234 
235 
236 

SCM  25.5 
Carrier  25.5 
Johns-Manville  25.4 
Brunswick  25.3 

on  i        i  c 
3U.  1  1.0 

35.8  2.2 
52.5  4.0 

28.9  1.5 

237 
238 
239 
240 

Allegheny  Ludlum  25.2 
Martin  Marietta  25.2 
Beneficial  Corp  25.1 
Jim  Walter  25.0 

42.7  1.0 
54.6  4.1 

157.9  3.4 

63.8  3.2 

Rank 

Employees 
Company  (000) 

Assets  Profits 
($000)  ($000) 

240 
242 
243 
244 

Zayre  25.0 
General  Instrument  24.8 
Southern  Company  24.6 
N  L  Industries  24.6 

15.2  0.5 
15.1  0.7 
367.6  10.1 
53.9  2.7 

244 
246 
247 
248 

United  Telecom  24.6 
LearSiegler  24.4 
Avco  24.0 
Hercules  24.0 

119.7  5.5 
23.9  1.5 

171.9  4.1 
61.6  2.4 

249 
249 
251 
252 

McGraw-Edison  24.0 
West  Point- Peppered  24.0 
Zenith  Radio  23.9 
Eli  Lilly  23.8 

25.7  2.4 
20.3  1.1 
20.3  def 
73.6  9.2 

253 
254 
255 
256 

Brown  Group      23  .8 
Consolidated  Edison  23.7 
Amfac  23.6 
Whirlpool  23.6 

16.8  1.1 
285.2  13.7 

33.9  0.7 
38.7  4.7 

257 
257 
259 
260 

Hoover  Co  23.4 
Studebkr-Worthngtn  23.4 
Armstrong  Cork  23.1 
Continental  Corp  23.1 

18.2  1.0 
39.1  3.0 
35.6  1.7 
277.5  10.8 

261 
262 
263 
264 

Timken  23.1 
Standard  Brands  23.0 
Loews  23.0 
Heublein  22.8 

33.7  3.2 
49.7  3.0 
303.6  5.8 
35.9  1.8 

265 
266 
267 
268 

Owens-Corning  Fbrgls  22.7 
Norton  22.6 
CIT  Financial  22.5 
Carnation  22.2 

44.4  5.0 
27.2  1.8 
380.0  3.6 
54.7  4.9 

269 
270 
271 
271 

C*«_  ■  |  a;i                          OO  1 

Standard  Oil  Ohio  22.1 
Cummins  Engine     22. 1 
Fisher  Foods  22.0 
Olin  Corp  22.0 

O  C  1    <"»           o  o 

351.9  8.2 
37.0  3.0 
15.7  0.2 
58.0  3.6 

273 
274 
275 
276 

Cluett,  Peabody  21.9 
Eltra  21.8 
Missouri  Pacific  Corp  21.8 
Fluor  21.7 

13.8  0.9 
30.4  1.9 

85.6  5.3 

44.7  3.5 

277 
278 
279 
280 

Natl  Semiconductor  21.7 
Roadway  Express  21.3 
Scott  Paper  21.3 
Southern  Railway  21.3 

9.8  0.5 
18.7  2.2 
74.6  2.9 
112.9  5.0 

281 
282 
282 
282 

Campbell  Taggart  21.2 
Hart  Schaff  &  Marx  21.0 
GC  Murphy  21.0 
GDSearle  21.0 

15.3  1.2 
16.2  0.7 
12.9  0.4 
45.7  def 

285 
286 
287 
288 

Consol  Freightways  21.0 
Clark  Equipment  20.9 
Libbey-Owens-Ford  20.6 
Albertson's  20.4 

24.1  2.5 

44.2  2.9 
31.7  2.9 
20.0  1.2 

289 
290 
291 
292 

Reliance  Electric  20.4 
Merrill  Lynch  &  Co  20.4 
Kellogg  20.4 
Springs  Mills  20.4 

26.5  2.6 
396.8  2.2 
41.1  6.8 
21.4  0.8 

Per  EmplcJ 
Employees  Assets  P 


Rank 

Company 

(000) 

($000)  [$ 

293 

American  Elec  Power 

20.4 

365.2  1 

294 

Cannon  Mills 

20.3 

15.2 

295 

U  S  Gypsum 

20.3 

44.1 

296 

General  Signal 

20.0 

30.1 

297 

Jack  Eckerd 

20.0 

18.2 

297 

Gino's 

20.0 

5.5 

299 

Fairchild  Camera 

19.9 

17.7  [ 

300 

Security  Pacific 

19.9 

941.5 

301 

Budd 

19.8 

33.1 

302 

Sherwin-Williams 

19.7 

31.1 

303 

Dun  &  Bradstreet  Cos 

19.6 

23.3 

304 

Addressograph  Mutti 

19.4 

24.2 

305 

Times  Mirror 

19.4 

43.5 

306 

J  Ray  McDermott 

19.4 

70.9 

307 

Crane 

19.2 

43.6 

308 

Foster  Wheeler 

19.0 

31.4  : 

309 

Upjohn 

18.8 

55.8 

310 

Mfrs  Hanover  Corp 

18.8 

1903.6 

311 

Diamond  Intl 

18.8 

33.8 

312 

National  Svc  Inds 

18.7 

14.5 

313 

Pitney-Bowes 

18.6 

28.2 

314 

VFCorp 

18.5 

15.5 

315 

Pet 

18.3 

26.7  j 

316 

Koppers 

18.2 

46.8 

317 

Cities  Service 

18.1 

206.6 

317 

MCA 

18.1 

87.3 

319 

Walt  Disney 

18.0 

53.6 

319 

Kellwood 

18.0 

14.8  ( 

319 

Square  D 

18.0 

22.2  J  1  j 

319 

Tandy 

18.0 

26.4  j 

319 

United  Merch  &  Mfrs 

18.0 

48.7  1 

319 

United  States  Shoe 

18.0 

17.3 

325 

Scovill  Mfg 

17.9 

21.7  1 

326 

A-T-0 

17.7 

21.3 

327 

Becton,  Dickinson 

17.7 

30.7 

328 

Pittston 

17.6 

58.3 

329 

Gamble- Skogmo 

17.5 

46.3 

330 

Black  &  Decker 

17.2 

40.9 

331 

Kennecott  Copper 

17.1 

155.4 

331 

Schering-Plough 

17.1 

62.4 

333 

Foremost-McKesson 

17.1 

55.1 

334 

Mohasco 

17.0 

22  6 

335 

Dillon  Companies 

17.0 

13.6 

336 

Edison  Bros  Stores 

17.0 

17.2 

336 

Sperry  &  Hutchinson 

17.0 

43.1 

338 

Crown  Cork  &  Seal 

17.0 

37.1 

339 

Duke  Power 

16.9 

272.8 

340 

Harris  Corp 

16.9 

34.3 

340 

Macmillan 

16.9 

31.1 

342 

Zale 

16.8 

30.1 

343 

Anchor  Hocking 

16.8 

25.2 

344 

Chesebrough-Pond's 

16.7 

34.5! 

def  Deficit. 
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To  handle  the  fast-breaking 

issues  of  the  day  takes 
i  printer  who  can  handle  the 
Eist-breaking  issues  of  Forbes. 


FORBiS 


It  takes  us.  City  Investing. 

Among  our  operations  is 
World  Color  Press,  one  of  the 
largest  printers  of  magazines. 

Including  the  one  you're 
reading  right  now. 

Forbes  built  its  reputation 
on  informed  coverage  of  business 
and  financial  news.  News  that 
breaks  faster  by  the  day. 

Keeping  up  with  that  news  takes  a  printer  who  can 
keep  up  with  Forbes.  An  efficient,  economical  operation 
that  knows  how  to  meet  deadlines. 

Exactly  what  the  innovative  management  of  World 
Color  Press  provides. 

It's  the  same  innovative  management  you'll  find  in 
all  our  operations.  Water  heaters.  Heating  and  air- 
conditioning.  Containers.  Housing  and  mobile  homes. 
Budget  motels.  Insurance. 

It  explains  why  our  assets  grew  last  year  to  more 
than  $4.5  billion.  Why  sales  rose  to  $3  billion.  And  why 
we're  leaders  in  so  many  industries. 

Including  the  printing  of  magazines  like  Forbes. 

q  City  Investing 


Employees 


Per  Employee 


Employees 

Assets 

Profits 

Rant 

[  Company 

(000) 

($000) 

($000) 

1.A  c; 

Union  Oil  California 

16.5 

on  3 

c.U.0 

346 

GAF 

16.5 

46.2 

def 

346 

Mercantile  Stores 

16.5 

26.6 

1.9 

346 

Ramada  Inns 

16.5 

30.1 

0.5 

^AQ 

Rexnord 

16.4 

7 

9  7 

350 

Arlen  Realty  &  Dvpt 

16.4 

95.3 

def 

351 

Polaroid 

16.4 

65.1 

5.6 

352 

Cessna  Aircraft 

16.3 

25.5 

2.3 

■JJJ 

Ethyl 

16.3 

RQ  ft 

A  ft 

354 

Chemical  New  York 

16.3  ] 

883.8 

6.3 

355 

Leaseway  Transportn 

16.1 

33.8 

2.0 

356 

Dan  River 

16.0 

19.5 

0.7 

ODO 

General  Cable 

16.0 

■^i  n 

O  1  .u 

i  ^ 

356 

National  Kinney 

16.0 

NA 

def 

359 

Time  Inc 

15.9 

66.2 

5.7 

360 

Westvaco 

15.9 

55.7 

3.9 

OD  I 

Morrison-Knudsen 

15.7 

91  3 

L.  1  .  O 

i  i 
i .  i 

362 

Humana 

15.7 

24.7 

0.8 

363 

Stanley  Works 

15.7 

27.2 

2.1 

364 

Hanes 

15.6 

14.7 

1.3 

jDj 

Sybron 

15.5 

Oft  ^ 

1  ft 

366 

Commonwlth  Edison 

15.4 

443.5 

16.0 

367 

American  Greetings 

15.4 

16.5 

1.4 

368 

Anderson-Clayton 

15.4 

35.4 

2.5 

joy 

First  Natl  Stores 

15.4 

7  7 

□  GT 

370 

Union  Camp 

15.3 

73.9 

7.5 

371 

AMAX 

15.2 

197.1 

4.5 

372 

Wickes 

15.2 

38.3 

1.8 

"3  7  "3 

Akzona 

15.2 

AA  A 

n  r 
u.  o 

374 

SmithKline  Corp 

15.1 

49.5 

5.9 

375 

Lincoln  Natl  Corp 

15.1 

399.9 

8.9 

376 

AMP 

15.1 

37.1 

5.0 

Q77 
Off 

Richardson-Merrell 

15.0 

A  A  c: 

"3  ft 

o.o 

377 

Wal-Mart  Stores 

15.0 

14.3 

1.5 

379 

Ryder  System 

15.0 

61.0 

2.7 

380 

Cutler-Hammer 

15.0 

22.3 

1.6 

*3ft  1 
JO  1 

Marshall  Field 

14.9 

9£  9 

1  1 
I  .  1 

382 

Continental  Tel 

14.9 

150.6 

5.1 

383 

M  Lowenstein  &  Sons 

14.9 

21.9 

def 

384 

Vornado 

14.8 

21.5 

def 

Tektronix 

14.6 

9R  A 

O.U 

386 

Parker-Hannifin 

14.6 

22.6 

1.9 

387 

A  C  Nielsen 

14.5 

14.0 

1.4 

388 

Alco  Standard 

14.5 

35.5 

3.0 

Wheeling-Pitts  Steel 

14.5 

^9  ft 

del 

390 

Sheller-Globe 

14.5 

19.3 

1.1 

391 

Airco 

14.4 

59.5 

3.9 

392 

Yellow  Freight  System 

14.4 

24.5 

2.6 

393 

Gannett 

14.4 

36.7 

4.8 

394 

Sundstrand 

14.3 

39.4 

2.5 

395 

Phelps  Dodge 

14.1 

131.9 

1.1 

396 

Outboard  Marine 

14.1 

32.6 

1.8 

Per  Employee 
Employees  Assets  Profits 
Company    (000)    ($000)  ($000) 


Rank 


Per  Emp 
Employees  Assets 
Company     (000)     ($000)  ( 


397 

Harsco 

14. 1 

29.6 

3.1 

449 

fit  Northprn  Npkonca 

12.6 

63.9 

398 

Western  Union 

14. 1 

111.3 

3.2 

449 

Whittaker 

12.6 

38.2 

399 

Knight-Ridder  News 

14.0 

40.2 

4.4 

451 

Chic  &  North  Western 

12.6 

46.7 

400 

Anheuser-Busch 

14.0 

100.3 

6.6 

452 

RR  Donnelley  &  Sons 

12.5 

40.4 

401 

Champion  Spark  Plug 

14.0 

34.1 

3.5 

452 

Mattel 

12.5 

18.9 

401 

Evans  Products 

14.0 

40.8 

2.9 

454 

Bankers  Trust  NY 

12.5 

1877.9 

401 

Ralph  M  Parsons 

14.0 

14.6 

1.2 

455 

Getty  Oil 

12.4 

336.6 

401 

SCOA  Industries 

14.0 

14.3 

1.0 

456 

Fieldcrest  Mills 

12.4 

18.4 

405 

Cone  Mills 

13.9 

23.6 

3.0 

457 

St  Joe  Minerals 

12.2 

63.9 

405 

Pennwalt 

13.9 

45.2 

3.0 

458 

Interlake 

12.1 

46.2 

407 

Baker  International 

13.8 

46.4 

4.4 

459 

Skaggs  Companies 

12.1 

17.0 

408 

Oscar  Mayer 

13.8 

27.4 

2.5 

460 

Crocker  Natl  Corp 

12.0 

1037.5 

409 

Cooper  Industries 

13.7 

36.2 

3.9 

461 

Fischbach  &  Moore 

12.0 

22.0 

410 

National  Can 

13.7 

38.2 

0.8 

461 

Giant  Food 

12.0 

17.9 

411 

Air  Prods  &  Chems 

13.7 

75.3 

4.9 

461 

Louisiana-Pacific 

12.0 

56.5 

412 

EG&G 

13.6 

9.9 

1.0 

461 

Newmont  Mining 

12.0 

98.4 

413 

ENSERCH 

13.6 

107.1 

5.4 

461 

Revco  D  S 

12.0 

18.5 

414 

Alexander's 

13.5 

12.4 

0.3 

466 

Gardner-Denver 

12.0 

37.2 

414 

Servomation 

13.5 

11.4 

0.9 

467 

Colonial  Stores 

11.9 

15.9; 

416 

AO  Smith 

13.5 

26.3 

1.4 

468 

McGraw-Hill 

11.9 

46.2 

417 

Bemis 

13.5 

25.7 

1.2 

469 

Dravo 

11.9 

33.3 

418 

Purolator 

13.4 

13.0 

0.5 

470 

Warnaco 

11.8 

16.1 

419 

Fuqua  Industries 

13.4 

31.6 

1.2 

471 

PACCAR 

11.8 

46.7 

420 

National  Gypsum 

13.4 

41.7 

2.7 

472 

Brockway  Glass 

11.8 

27.2 

421 

Wells  Fargo 

13.4 

1146.2 

6.4 

473 

Johnson  Controls 

11.8 

24.2 

422 

Marathon  Oil 

13.4 

257. 1 

14.7 

474 

Dayco 

11.7 

27.8 

423 

Fred  Meyer 

13.4 

20.2 

1.3 

475 

American  Medicorp 

11.6 

41.7 

424 

Federal-Mogul 

13.3 

22.6 

2.1 

476 

Super  Valu  Stores 

11.5 

34.7; 

425 

Pnh  Svr  Flpr  &  f*a<; 

13.3 

385.4 

16.1 

477 

Bran  iff  Intl 

11.5 

57.0 

426 

Cincinnati  Mihrrrtn 

13.3 

32.1 

1.6 

477 

Kaiser  Steel 

11.5 

83.6 

427 

So  Calif  Edison 

13.3 

424.5 

19.3 

479 

Northwest  Airlines 

11.4 

114.0 1 

428 

ACF  Industries 

13.2 

59.8 

2.7 

480 

Hammermill  Paper 

11.4 

46.7 

429 

13.2 

43.2 

2.9 

481 

Houston  Natural  Gas 

11.4 

110.4 1 

430 

National  Di^tillprc; 

13.1 

98.7 

6.5 

482 

Diamond  Shamrock 

11.3 

160.2 

431 

Connecticut  General 

13.1 

914.9 

16.7 

483 

Wheelabrator-Frye 

11.3 

30.1 

432 

So  New  England  Tel 

13.0 

104.8 

4.4 

484 

Kerr-McGee 

11.3 

162.2 1 

433 

Rohm  &  Haas 

13.0 

78.5 

3.3 

485 

P  R  Mallory 

11.3 

20.4 1 

434 

Amer  Medical  Intl 

13.0 

24.4 

1.0 

486 

Jonathan  Logan 

11.2 

24.9 1 

434 

ASARCO 

13.0 

117.7 

def 

486 

Texas  Gas  Transmn 

11.2 

98.3 1 

434 

Interstate  United 

13.0 

7.0 

0.2 

488 

Trans  Union 

11.2 

133.7) 

434 

i_UHfcr  Oldl  IIiUUMMcb 

13  0 

51  3 

2.3 

489 

Pprtai  n-tppri 

11.2 

54.6 

434 

pneA*  c  Qtorpc 
rVUbC  b  -DLOlCb 

13.0 

8.3 

0.5 

490 

Areata  National 

11.1 

23.5 1 

434 

Stauffer  Chemical 

13.0 

110.0 

8.9 

491 

Rollins  Inc 

11.1 

16.7 

434 

Thrifty  Corp 

13.0 

16.1 

0.7 

492 

Perkin-Elmer 

11.1 

30.1 

434 

Universal  Leaf 

13.0 

14.0 

1.5 

493 

NLT 

11.0 

302.7: 

442 

Joy  Manufacturing 

13.0 

42.4 

3.7 

494 

Texas  Utilities 

11.0 

414.91 

443 

Equifax 

13.0 

6.6 

0.7 

495 

Engelhard  Minerals 

11.0 

211.91 

444 

Bell  &  Howell 

12.9 

28.4 

0.9 

496 

General  Cinema 

11.0 

23.51 


445 

Bangor  Punta 

12.8 

30.9 

1.4 

497 

Amsted  Industries 

11.0 

28.2i 

446 

Hobart 

12.8 

28.2 

1.9 

497 

DPF 

11.0 

18.81 

447 

Simmons 

12.7 

21.8 

0.6 

497 

Goldblatt  Brothers 

11.0 

12.0 

448 

American  Intl  Group 

12.7 

232.7 

9.6 

500 

Consumers  Power 

10.9 

402.3 

def  Deficit.     NA  Not  available. 
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FORBES,  my 


77u's  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 

JEW  ISSUE  April  20,  1978 


100,000  Units 


CORPORATION 


$100,000,000  9%%  Subordinated  Debentures  due  1998 

WITH 

500,000  Shares  of  Common  Stock 

Each  Unit  consists  of  one  9%%  Subordinated  Debenture  due  1998  in 
the  principal  amount  of  $1,000  and  5  shares  of  Common  Stock,  $1  par 
value.  The  Debentures  and  Common  Stock  will  not  be  separately  trans- 
ferable prior  to  May  26,  1978,  or  such  earlier  date  as  may  be  determined 
by  Itel  with  the  consent  of  the  Representative  of  the  Underwriters. 


Price  $1,000  Per  Unit 

plus  accrued  interest  from  date  of  delivery 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 

ache  Halsey  Stuart  Shields  Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co. 

Incorporated  Incorporated 

E  Hutton  &  Company  Inc.       Kidder,  Peabody  &  Co.       Lehman  Brothers  Kuhn  Loeb 

Incorporated  Incorporated 

>eb  Rhoades,  Hornblower  &  Co.  Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

line,  Webber,  Jackson  &  Curtis   Salomon  Brothers   Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

1  arburg  Paribas  Becker        Dean  Witter  Reynolds  Inc.       Shearson  Hayden  Stone  Inc. 

Incorporated 


...total  results  of  foreign  operations 
were  about  equal  to  those  of  a  year  earlier, 


after  translation  to  U.S.  dollars,  their  earning: 
contributions  declined  significantly 
and  accounted  for  the  major  portion  of 
the  decrease  in  consolidated  earnings.' 

The  big  "but"  strikes  again!  The  above  quotation  from  a  recent  news  article  in  the 
financial  press  once  again  illustrates  the  danger  that  companies  face  when  trans- 
acting business  in  foreign  currencies.  That  danger  can  often  be  eliminated  or  grei 
reduced  by  hedging  on  the  International  Monetary  Market  division  of  the  Chicago 
Mercantile  Exchange. 

Unlike  other  methods  of  advance  buying  or  selling  of  foreign  currencies,  1MM  pril 
are  determined  in  competitive  bidding  by  open  outcry,  and  are  published  every  d! 
in  the  newspapers.  Commissions  are  a  miniscule  fraction  of  the  value  of  the  curnj 
traded.  Flexibility  is  greater  too— you  can  change  your  position  or  close  it  just  ab 
any  time  you  want. 

You  don't  have  to  be  a  corporate  giant  to  take  advantage  of  it.  IMM  trading  is  opei 
small  companies  and  individuals  as  well  as  major  corporations.  You  owe  it  to  you 
company  to  find  out  about  it  as  soon  as  possible.  For  a  free  copy  of  "Understand 
Futures  in  Foreign  Exchange,"  just  send  in  the  coupon  below  or  call  toll-free 
800-243-5000;  in  Connecticut  1-800-882-5577. 


•Mail-in  Coupon. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market       Associate  Mercantile  Market 


Your  name 


Your  address 


Please  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.    DepL  4679 

Live  cattle  Frozen  skinned  hams  U.S.  silver  coins  Canadian  dollars  French  francs  Eggs 

Feeder  cattle  Boneless  beef  United  States  treasury  bills  British  pounds  Dutch  guilders  Milo 

Live  hogs  Copper  Deutschemarks  Swiss  francs  Lumber  Butter 

Frozen  pork  bellies  Gold  Japanese  yen  Mexican  pesos  Russet  Burbank  potatoes  Turkeys 


A  Federally  Licensed  Contract  Market 


'ORBES 


Money  And  Investments 


The  Economy 


Return  Of  The  Almighty  Dollar? 


$4,000 s 


:aders  with  reasonably  long  memories  will  recall  the  "dollar 
:  jrtage"  of  the  1950s  when  everyone  wanted  to  buy  U.S. 
pds  and  foreign  countries  didn't  have  much  to  sell  us.  Those 
vre  the  days  when  a  Swiss  franc  was  25  cents  and  when  U.S. 
i  irists  were  living  it  up  in  London  and  Paris  on  $25  a  day, 
!  'anwhile  fighting  off  the  black  marketers  who  wanted  to  offer 
it;:m  even  better  exchange  rates  than  the  banks  were  giving. 
Amy  were  the  experts  who  thought  the  dollar  shortage  was 
f  ever.  So  much  for  immuta- 

1  ■  trends.  Instead  of  the  Al-  ^  

Ighty  Dollar,   people  now 
s  'ak  of  the  Ailing  Dollar. 

economic  trends  always 
h'e  been  and  always  will  be 
s  -adjusting.  A  month  or  so 
fei>,  back  when  many  of  the 
e:>erts  were  predicting  that 
tl  dollar  was  going  down  the 
djin,  the  stage  was  actually 
blng  set  for  its  mid-April  ral- 
1.4  By  late  April,  the  dollar 
y>\,  already  5%  up  from  its 
Mest  relationship  to  the 
fcrman  mark.  Just  when  it 
irked  its  weakest,  the  dollar 
wj  getting  stronger. 
■Much  of  the  confusion — 
tHi failure  to  see  that  the  dol- 
la  was  a  great  bargain  at  less 
km  two  German  marks  to 
thj  greenback — stems  from 
si  >py,  sentimental  thinking. 
Ji  re  has  been  too  much  talk 
at  ut  the  dollar's  weakness 
iteming  from  some  decline 
in  he  American  moral  fiber 
aH  in  the  American  work 
Stjc.  Do  the  pessimists 
mfn  that  Americans  are  suf- 
e  ig  from  expectations  that 
*i:  faster  than  reality  can 
n  ide?  Then  they  ought  to 
eiember    that    people  all 

>v,  the  world  are  in  the  grip  of  the  same  illusion.  And  as  for 
n  .vork  ethic,  it  never  was  very  strong  in  much  of  the  globe. 

ie  problem  was  not  one  of  morals  but  of  arithmetic.  Dollars 
v<  •  flowing  out  of  the  U.S.  faster  than  foreigners  wanted  to 
ib  rb  them.  This  had  little  to  do  with  ethics  or  morals  but  was 
i  <  lsequence  of  a  combination  of  things:  long-standing  drains, 
il  continued  U.S.  military  spending  abroad;  and,  shorter 
e  ,  the  fact  that  the  U.S.  economy  was  recovering  more 

"hligly  than  those  of  most  of  our  trading  partners. 

lose  who  think  trade  will  always  go  against  the  U.S.  should 
tij/  the  figures:  In  1970  the  U.S.  exported  $42.5-billion 

in  h  of  merchandise  and  imported  only  $39.9-billion  worth. 
i£  t  in  1973  our  trade  was  in  surplus.  Even  in  1975 — long 
ft  the  oil  crisis  had  erupted — the  score  was:  U.S.  exports 


Corolla  vs.  Chevette— 
A  Pricing  Time  Bomb 

Because  of  the  dollar's  decline  against  the  yen,  U.S.  subeom- 
pact  autos  are  finally  starting  to  compete  with  Japanese  cars 
on  a  price  basis.  Witness  Toyota  Corolla  price  increases  in  the 
U.S.,  especially  since  last  summer,  as  compared  with  the 
stability  of  the  competitive  General  Motors  Chevette.  Corolla 
sales  have  not  yet  suffered,  however.  A  lag  of  six  to  nine 
months  is  customary,  according  to  classical  economic  theory, 
before  the  public  becomes  aware  of  such  price  changes. 


N200 


3,000 


1978 


1975t       19761  1977 
•Annual  rate  based  on  6-month  sales  (B/77-3/7S) 
tChevette  price  includes  $411  of  equipment  now  standard 
formerly  sold  as  optional  extras. 


$107  billion,  imports  $98  billion. 

Our  exports  rose  again  last  year  in  dollar  terms,  but  we  went 
deep  into  deficit  because  our  imports  went  up  so  much  faster. 

It  is  ironic  but  true:  Had  we  remained  in  recession  in  1976 
and  1977,  the  dollar  would  have  been  much  stronger.  It  is  a 
fact  that  the  dollar  improved  against  other  currencies  in  1975 
when  the  U.S.  was  in  a  deep  recession. 

Since  we  began  emerging  from  that  recession,  our  exports 

have  continued  in  the  range 

 N     of  $9  billion  to  $11  billion  a 

month,  but  our  imports  have 
climbed  steadily:  from  $10.8 
billion  a  month  in  1976  to 
$13.1  billion  a  month  in  1977 
when  our  recovery  went  into 
high  gear.  We  were  prosper- 
ous while  most  of  the  outside 
world  was  sluggish. 

And  what  is  happening  this 
year?  The  U.S.  rate  of  recov- 
ery is  slowing  markedly  while 
Germany  and  Japan  are  mak- 
ing plans  to  stimulate  their 
own  economies.  That  ought 
to  mean  higher  U.S.  exports 
and  a  slowing  of  imports. 
Meanwhile,  the  oil  situation 
is  improving  somewhat  as 
well.  With  the  change  in  rela- 
tive prices  of  goods — such  as 
for  autos  as  charted  on  this 
page — our  trade  should  re- 
bound even  faster. 

Shifts  in  the  trend  of  the 
value  of  the  dollar  are  basical- 
ly a  consequence  of  such 
changes  in  trade  and  trans- 
fers. But  emotional  forces  are 
at  work,  too.  For  example, 
the  announcement  that  the 
U.S.  would  sell  300,000 
ounces  of  gold  each  month — a 
financially  meaningless  sum 
when  the  trade  deficit  runs  $3  billion  to  $4  billion  a  month — 
came  as  the  Federal  Reserve  was  symbolically  tightening 
credit  another  notch.  The  combination  sent  shivers  through 
the  community  of  traders  and  speculators  who  have  been 
making  it  a  practice  to  pay  dollar  obligations  quickly  and 
delaying  payments  of  other  currencies.  The  practices  left  them 
with  financially  exposed  positions  to  any  rally  in  the  value  of 
the  dollar,  and  there  was  a  rush  to  cover,  with  Europeans 
anxious  to  buy  stocks  and  other  cheap  assets. 

From  now  on,  there  should  be  considerable  demand  for 
dollars  as  those  carrying  short  positions  reverse  themselves.  By 
the  time  that  has  been  cleaned  up,  our  trade  balance  will  be 
considerably  healthier  and  voices  will  again  be  heard  in  the 
land:  Don't  let  the  dollar  get  too  strong.  ■ 
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Money  And  Investments 


The  Bond  &  Capital  Market 


Mew  York  (State)  Bonds: 
Better  Than  Their  Reputation 


By  Ben  Weberman 


I  here  is  New  York  and  there  is  New 
York.  New  York  State,  that  is.  and  New 
York  City.  As  far  as  bonds  are  con- 
cerned, while  the  latter  still  is  in  the 
doghouse  with  investors.  New  York 
State  and  many  localities  within  the  state 
are  fast  regaining  their  respectability'  in 
the  marketplace.  Nevertheless,  the  label 
still  hurts.  Some  investors  still  shy  away 
from  any  securities  that  carry  "New 
York  in  their  name.  As  a  consequence 
some  of  these  bonds  are  real  bargains  in 
today's  market. 

New  York  State  successfully  marketed 
S3. 8  billion  in  tax  and  revenue  anticipa- 
tion notes  in  early  April.  The  issues  sold 
well.  But  at  a  price.  The  one-year  notes 
carried  a  yield  of  4.99c.  while  most  states 
were  raising  one-year  money  at  4.5%. 
The  six-month  notes  were  priced  to  yield 
4.4%;  many  other  states  sold  similar 
notes  for  49c 

The  offering  circular  accompanying 
these  issues  was  a  dour  document.  It  did 
everything  possible  to  frighten  away  pro- 
spective buyers  by  talking  about  New 
York  City's  cash  needs,  potential  future 
problems  in  state  financing  and  the  diffi- 
culties facing  the  state's  housing  and 
school-building  agencies.  It  was  almost 
as  if  the  securities  were  labeled:  "The 
Securities  &  Exchange  Commission  has 
determined  that  these  bonds  may  be 
injurious  to  your  health. "  For  all  that. 
909c  of  the  notes  were  sold  quickly,  and 
demand  came  from  all  over  the  country. 
Unlike  the  situation  in  1977.  1976  and 
1975.  it  wasn't  necessary  for  the  gover- 
nor to  twist  arms  at  local  banks,  insur- 
ance companies  and  pension  funds  to  get 
them  to  buy  his  fiscal  merchandise. 

The  arm-twisting  wasn't  necessary  be- 
cause the  state  has  come  up  with  bal- 
anced budgets  which  fiscal  analysts  say 
are  free  from  gimmickry  .  Expenditure 
growth  has  been  cut  way  back  (with  for- 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


mulas  to  limit  future  expansion).  Fur- 
thermore, the  new  budget  for  fiscal  1979 
includes  realistic  tax  reductions  designed 
to  make  the  state  more  attractive  to  busi- 
ness and  to  businessmen. 

In  addition,  the  state  has  a  separate 
borrowing  program  for  money  needed  by 
some  of  the  more  exotic  (and  failing) 
moral  obligation  agencies  to  complete 
only  those  programs  that  are  likely  to  be 


".  .  .  The  reward  side  of 
MAC's  risk-reward  equation  is 
a  tax-free  yield  of  8%  .  .  ." 


financially  successful.  The  state  legisla- 
ture in  1976  passed  "capping"  legislation 
and  established  a  Public  Authorities  Con- 
trol Board  to  limit  future  moral  obligation 
borrowing.  The  state,  in  short,  is  being 
run  a  little  more  like  a  business  and  a  little 
less  like  a  bottomless  grab  bag. 

Besides  state  bonds,  there  are  a  num- 
ber of  other  ways  to  participate  in  this 
relatively  attractive  tax-exempt  invest- 
ment field.  There  are.  for  example, 
bonds  of  the  New  York  State  Power  Au- 
thority. These  issues  carry  ratings  of  "A 
from  both  Moody's  and  Standard  & 
Poor  s.  An  S&P  s  report  speaks  of  the 
NYSPA's  "long-established  record  of 
strong  management,  the  essential  and 
economically  attractive  nature  of  the 
power  from  the  projects  being  financed 
and  the  future  availability  of  net  rev- 
enues from  existing  Authority  projects. 

But  because  of  the  New  York  label, 
the  Power  Authority  had  to  pay  6.66%  to 
sell  S350-million  worth  of  bonds  due  up 
to  2012.  For  a  power  authority  without 
"New  York  in  its  name,  the  rate  cur- 
rently is  6.25%  or  even  6.15%. 

Okay.  Want  to  take  a  little  more  risk  in 
your  bargain-hunting?  There  are  the 
bonds  of  the  Municipal  Assistance 
Corp. .  the  state  agency  that  is  helping  to 


keep  New  York  City  from  bankruptc 
MAC  bonds  are  backed  by  revenu 
from  sales  taxes  and  stock  transfer  tan 
of  New  York  City.  The  revenues  1 
earmarked  in  sufficient  volume  to  hand 
with  ease  both  interest  and  principal  r 
payments.  Here's  the  extra  risk:  Tl 
state  government,  faced  with  a  situatu 
in  which  the  city  was  unable  to  n 
teachers  and  policemen,  might  decide) 
divert  the  MAC-earmarked  tax  re 
enues.  But  I  don  t  think  this  is  likely,  i 
would  be  too  naked  a  repudiation 
debt.  It  would  hurt  the  state's  credit  foj 
long  time  to  come.  The  state's  own  opfl 
ations  would  come  to  a  halt. 

The  reward  side  of  MAC's  risk-rewa 
equation  is  a  tax-free  yield  of  8%.  MAC 
standing  has  gone  up  a  good  deal  from  i 
stormy  early  days.  As  a  result,  some  of  I 
higher-vielding  bonds  now  sell  at  pren 
urns— the  9%  MAC  bonds  of  1985,  i 
example,  now  bring  107.  My  guessi 
that  the  trend  will  continue:  As  investo 
shed  their  doubts  about  MAC.  yiel 
will  come  down  and  prices  will  go  up. 

First  Albany  Corp.  is  a  small  Albar 
N.Y.  underwriter  and  dealer  that  sj 
cializes  in  New  York  issues.  Its  pre 
dent.  George  C.  McNamee.  warns  tl 
some  state  issues  still  carry  high  ris 
and  should  be  avoided.  He  cites  su 
issues  as  New  York  State  Housing 
nance  Agency  nonprofit  and  urban  ren 
bonds  and  Batten  Park  City  Authori 
Among  the  issues  that  McNamee  p 
ticularK  recommends  are:  State  L  iiiv 
sity  revenue  bonds;  New  York  St 
Housing  Finance  Agency  state  univei 
ty  bonds;  New  York  State  HFA  don 
ton.  bonds  and  state  general  obligal 

All  in  all.  the  prices  of  bonds  be; 
the  "New  York"  label  have  been  impr 
ing  steadily  since  the  bond  market  st£ 
ed  recovering  in  early  1976.  But  tl 
still  carry  relatively  high  yields.  For 
vestors  who  look  at  hard  numbers  rat) 
than  at  myths,  many  of  the  issues  ares 
ven'  attractive.  ■ 
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M CORP  DELIVERS 
...AGAIN 


Earnings  Growth 

InCorp,  a  $2.5  billion  financial  services  com- 
pany, enjoyed  a  24%  increase  in  1977  earnings, 
to  $2.76  per  share,  on  behalf  of  11,000  owners 
of  its  6  million  shares. 

Dividends 

InCorp  has  paid  dividends  for  186  consecutive 
years,  a  record  surpassed  by  only  2  of  the  other 
corporations  listed  on  the  NYSE.  The  dividend 
paid  during  the  first  quarter  of  1978  reflects  a 
10%  increase  over  1977. 


We  are  confident  this  kind  of  performance 
will  continue,  given  our: 

.  DIVERSIFICATION  OF  FINANCIAL  SERVICES 
As  a  major  national  service  recently  stated, 
"InCorp  is  not  just  another  regional  bank  hold- 
ing company."  This  is  because  we  approach  our 
business  as  a  cohesive  financial  services  com- 
pany. So  our  business  mix  enables  us  to  grow 
even  in  periods  of  low  loan  demand. 

•  BROAD  GEOGRAPHICAL  BASE 
With  1 98  offices  in  21  states  and  5  foreign  coun- 
tries, InCorp  is  not  wholly  dependent  on  the 
economy  of  any  one  region.  In  fact,  we  earned 
almost  50%  of  our  1977  income  outside  of  our 
New  England  market  area. 

•  MANAGEMENT  PHILOSOPHY 
Our  management  has  been  trained  to  antici- 
pate needs  and  cycles,  to  act  rather  than  react, 
to  maximize  profit  opportunities  while  reduc- 
ing risk. 

For  additional  information  on  InCorp,  write 
for  an  investment  information  package: 

InCorp 

Director  of  Corporate  Communications 
55  Kennedy  Plaza 

Providence,  Rhode  Island  02903  A  financial  services  company 

trial  National  Bank,  Prov  .  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors.  New  York,  NY-  Mortgage  Assoc  .  Inc  .  Mil.,  Wis.  •  Kensington 
age  and  Finance  Corp.,  Mil  .  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster  Properties,  Inc..  Prov  ,  R.I 
rnational  Appraisal  Co..  Fair  Lawn,  N.J  •  INB  Appraisal  Co.  ol  Canada.  Lt  ,  Ont.  •  Industrial  Capital  Corp.,  Prov.,  R.I  •  Industrial  Nat  Mortgage 
rov.,  R.I.  •  C-O-M  Service  Bureau.  Inc,  Boston.  Mass 
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Market  Commei 


Reluctant  Optimism 

By  Lucien  O.  Hooper 

". .  .  There  is  sure  to  be  a  correction  even  if  this  rally 
is  really  the  beginning  of  an  inflation  bull  market . . ." 


I  he  inevitable  has  happened.  Some  of 
the  "nervous  money"  squirreled  away  by 
institutions  during  the  months  of  pessi- 
mism and  indecision  suddenly  was  put  to 
work.  Finding  not  a  great  many  shares 
available  at  the  market  price,  buyers  be- 
gan to  raise  their  bids.  There  were  no 
new  developments;  nothing  has  changed 
except  the  psychology.  As  readers  of  this 
column  know,  I  had  been  thinking  that 
the  bearishness  had  been  overdone. 

After  so  big  a  rally  in  so  short  a  time, 
the  technical  position  of  the  market  is 
not  as  strong  as  it  was  in  mid-April.  This 
rise  is  a  small  copy  of  the  advance  that 
occurred  after  the  bank  holiday  in  1933. 
Like  that  one,  it  has  been  sudden  and 
violent,  and  there  is  sure  to  be  a  correc- 
tion even  if  this  rally  is  really  the  begin- 
ning of  an  inflation  bull  market,  some- 
thing that  is  entirely  possible. 

Stocks  have  not  been  a  good  hedge 
against  inflation  for  the  past  eight  or  ten 
years.  It  is  probable  (rather  than  only 
possible)  that  they  will  be  a  better  hedge 
some  time  in  the  years  just  ahead. 

During  the  final  weeks  of  April  the 
market  encountered  a  great  "stirring 
up."  What  happened  is  analogous  to  a 
violent  stirring  of  a  stagnant  solution 
with  a  long-handled  spoon.  The  selectiv- 
ity of  the  list,  as  well  as  its  lack  of  mo- 
mentum, was  suddenly  changed.  What 
we  need  to  know  now  is  how  things  will 
settle. 

It  may  be  helpful  to  look  at  some 
apparent  inevitabilities  in  the  situation. 
One  is  an  increase  in  greed  and  a  willing- 
ness to  take  larger  risks.  Another  is  less 
emphasis  on  income  and  greater  empha- 
sis on  possible  appreciation.  To  some 
extent,  the  public  interest  in  stocks  was 
feeding  the  institutional  appetite.  Now 
the  institutional  interest  in  stocks  is  in- 
spiring the  public  appetite. 

Lucien  O.  Hooper  is  vice  president  of  the  New 
York  Stock  Exchange  firm  of  Thomson 
McKinnon  Securities  Inc. 


If  we  ignore  the  short-term  trends  that 
we  can  only  guess  about,  and  which  are 
almost  impossible  for  investors  to  imple- 
ment, there  is  one  thing  that  sticks  out  a 
mile — we  are  entering  a  period  when  the 
airlines  must  make  large  purchases  of 
new  equipment.  While  there  will  be 
some  foreign  competition  in  this  area — 
the  recent  purchases  of  the  airbus  by 
Eastern  Air  Lines  is  an  example — it  is 
evident  that  companies  like  Boeing  (39), 
McDonnell  Douglas  (29)  and  Lockheed 
(22)  are  entering  a  period  of  broadening 
markets  for  their  planes.  This  should  rub 
off  on  United  Technologies  (38)  and,  to 
some  extent,  on  General  Electric  (52), 
the  makers  of  airplane  engines.  Boeing 
represents  greater  quality  and  a  stronger 
investment  than  McDonnell  and  Lock- 
heed, but  McDonnell  Douglas  and 
Lockheed  may  be  more  profitable 
speculations. 

It  is  self-evident — and  already  appar- 
ent— that  a  better  market  is  good  for  the 
brokerage  industry.  However,  the 
shares  of  brokerage  houses  are  funda- 
mentally speculative  and  should  be 
bought  as  stocks  that  you  take  out  for  the 
evening  rather  than  issues  you  bring 
home  to  mama. 

As  time  goes  on  I  expect  there  will  be 
more  of  a  search  for  value  and  less  em- 
phasis on  quotations.  That  should  help 
the  savings  and  loans  issues,  which  have 
lately  been  selling  at  lower  price/earn- 
ings ratios  than  any  other  important 
group.  Some  investment  stocks  which 
still  appear  to  be  low  in  relation  to  value 
are  Aetna  Life  £-  Casualty  (41),  Conti- 
nental Corp.  (53),  Ford  Motor  (48), 
American  Telephone  (63),  Royal  Dutch 
(59),  Mobil  Oil  (63),  Phelps  Dodge  (25) 
and  International  Minerals  (40). 

It  is  easy  to  see  the  attractive  qualities 
of  Union  Pacific  (49)  at  these  prices.  This 
is  one  of  the  few  railroads  that  earned 
more  in  the  March  quarter  than  in  the 
same  period  a  year  ago.  Its  coal  traffic 
was  excellent  all  through  the  strike  peri- 


od. This  company  owns  not  only  what 
regarded  as  the  best  railroad  in  the  V.l 
but  also  tremendous  unexploited  natui 
resources  in  the  form  of  coal,  oil,  timb 
and  uranium.  It  seems  likely  that  eafl 
ings  for  1978  can  exceed  $6  a  shai 
compared  with  $5.25  in  1977  and  $4 
in  1976.  The  annual  dividend  was  I 
creased  to  $2  in  January  and  will  pro 
ably  be  increased  again  this  year,  r 
gardless  of  what  this  stock  does  nt 
term,  the  reasons  for  buying  it  as  a  m< 
or  less  permanent  holding  are  exceptic 
ally  convincing.  Because  of  its  huge  a 
ural  resources,  Union  Pacific  is  a  natu 
hedge  against  inflation.  Expenditures 
$159  million  are  planned  this  year  for 
and  gas  exploration  and  development. 

Lenox,  Inc.  (28)  pays  $1.12  a  share 
yield  about  4%  and  sells  at  about  9  tin" 
anticipated  earnings  of  a  little  bet 
than  $3  a  share  this  year.  This  leadi 
manufacturer  of  quality  dinnerware  al 
crystal  has  less  than  $10  million  of  Ion 
term  debt  outstanding  and  a  little  \t 
than  4  million  shares  of  common  stock.i 
has  paid  dividends  since  1955  and  enjo 
the  distinction  of  earning  progressive 
more  each  year  since  1974.  Because' 
the  nature  of  the  business,  Lenox  shou 
be  relatively  immune  to  inflation. 

R.H.  Macy  (42)  has  been  mentioned 
previous  columns.  Those  who  follow  t. 
company  closely  think  that  it  may  earn 
much  as  $6  a  share  in  the  12  months 
end  next  January.  The  managment  b 
been  making  a  most  favorable  impre 
sion  in  the  retail  industry.  It  has  be< 
outstanding  in  California  and  in  ti 
Philadelphia  area,  and  recently  it  h 
successfully  tackled  the  most  diffici 
problems  of  New  York  City.  Profit  mi 
gins  in  New  York  are  improving,  b 
probably  never  will  be  as  high  as  on  t 
Pacific  Coast. 

Motorola  (43)  is  expecting  record  pr< 
its  in  1978  and  so  is  Texas  Instrumer 
(74).  The  semiconductor  business  loo 
stronger  than  ever.  ■ 
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HOW  TO  PICK  THE  RIGHT 
TAX-FREE  FUND  FOR  YOU 

All  of  Fidelity's  tax-free*  funds  have  no  sales  charge,  offer  tax-free  compounding  of  income, 
immediate  liquidity  and  continuous  professional  management.  Investors  also  enjoy  free  telephone 
withdrawal  and  exchange  privileges  with  other  Fidelity  no-load  funds.  Review  all  three  funds, 
select  the  right  one  for  you  and  then  get  additional  facts. 


■  DRTER  MATURITIES, 
li;-H  QUALITY  AND 
if  E  CHECK  WRITING. 

Fidelity  Limited  Term  Munici- 
a;is  designed  for  professional 
mtors  and  others  seeking  a  high 
iti;  ty  tax-free  investment,  yet 
n,  ig  to  accept  lower  yields  in 
el  ti  for  greater  stability. 

I  The  average  maturity  of  the 
Oh  nuously  managed  portfolio  is 
n^ed  to  12  years  or  less.  The  Fund 
!  f ither  distinguished  by  a  free 
In*  writing  feature.  Your  invest- 
B€i.  continues  to  earn  tax-free 
jc  ne  until  the  check  clears. 

The  minimum  investment 
■,000. 


FIDELITY 

IMTTED  TERM  MUNICIRXLS 


x  832,  Dept.  FF80515 

•  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 

•  iuding  management  fees  and 
senses,  please  write  or  call  for  a 
)spectus.  Read  it  carefully  before 
i  invest  or  send  money. 


State 


Zip  . 


HIGH  TAX-FREE  INCOME  FROM 
A  QUALITY  PORTFOLIO  OF 
LONG-TERM  BONDS. 

Fidelity  Municipal  Bond  Fund 
seeks  a  high  tax-free  income  con- 
sistent with  preservation  of  capital. 
The  bonds  in  our  portfolio  are  all  of 
A  or  better  quality. 

Investors  receive  broad  diversi- 
fication from  the  largest  managed 
portfolio  of  tax-free  municipals. 

The  minimum  investment 
is  $2,500. 

CALL  FREE 
(800)225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

_C  £L_ 


Box  832,  Dept.  FF80515 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


City 


-Zip  


FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


HIGHER  TAX-FREE  INCOME 
FROM  A  CAREFULLY 
MANAGED  PORTFOLIO  OF 
MEDIUM  QUALITY  BONDS. 

Fidelity  High  Yield  Municipals 
is  a  managed  portfolio  consisting 
primarily  of  A  or  BAA  quality 
municipal  bonds. 

The  Fund  seeks  the  highest 
tax-free  yield  presently  available 
from  a  managed  municipal  bond 
fund. 

The  minimum  investment 
is  $2,500. 


¥¥¥¥¥¥¥ 


FIDELITY 


Box  832,  Dept.  FF80515 

82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  


Address 
City  


-Zip 


*A  portion  may  be  subject  to  Federal,  state  or  local  taxes. 
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Growth  Stocks — 
A  Rare  Opportunity 


By  John  Train 


/  m  few  years  ago  nobody  would  have 
believed  it.  Some  of  the  best  companies 
in  the  world  are  once  again  selling  for 
one-digit  price/earnings  ratios,  almost  as 
though  people  were  going  to  stop  eating, 
smoking  and  reading  newspapers  all  at 
once,  tomorrow.  (In  addition,  of  course, 
a  lot  of  smaller  companies  that  have  been 
lost  sight  of  by  the  institutions  are  selling 
at  giveaway  prices.)  The  April  rally  did 
no  more  than  make  a  tiny  dent  in  this 
undervaluation. 

Thanks  to  the  "smokestack"  craze,  the 
indexing  fad  and  today's  preoccupation 
with  yield,  the  most  interesting  stocks — 
those  with  earnings  growing  fast  enough 
to  offset  inflation — are  selling  at  an  irra- 
tionally low  premium  over  the  run-of- 
the-mill  industrials,  very  many  of  which 
should,  alas,  be  considered  as  wasting 
assets. 

In  contrast,  consider  the  newspaper 
chains,  the  pharmaceuticals,  the  special- 
ty electronics  companies;  Capital  Cities, 
Philip  Morris.  Schlumberger  and  their 
ilk.  They  are  generating  torrents  of  cash; 
they  have  no  depreciation  problems;  and 
both  their  earnings  and  their  dividends 
(in  some  cases  generous)  are  growing 
much  faster  than  inflation. 

As  long-term  investments  these  com- 
panies are  in  a  different  league  from  the 
standard  cyclicals  with  profit-margin 
problems,  labor  problems,  Japanese 
problems,  ecology-  problems  and  low 
unit-growth  to  boot. 

But  you  wouldn't  know  it  from  the 
prices  of  these  superior  stocks!  Harte- 
Hanks  Communications  is  11  times  1978 
earnings.  Philip  Morris  9  times  and 
Schlumberger  12  times,  as  compared 
with  a  nominal  8-plus  for  the  Dow  Jones 
industrial  average,  which,  taking  ac- 
count of  replacement  cost  depreciation, 
should  really  be  a  much  higher  figure: 

John  Train  is  president  of  Train,  Smith.  In- 
vestment Counsel.  Sew  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


".  .  .  If  you  own  a  portfolio  of  such  stocks,  you  can  live 
off  the  dividends  and  face  the  future  with  equanimity  .  . 


perhaps  10  times?  12  times?  15  times? 

A  lot  of  our  conventional,  capital-in- 
tensive companies  aren't  truly  making  a 
profit  at  all  these  days. 

On  the  other  hand,  it's  not  too  much 
trouble  to  put  together  a  list  of  outstand- 
ing growth  stocks,  with  leading  positions 
in  strong  industries,  good  recession-re- 
sistant characteristics,  low  payout  ratios 


GROWTH  &  YIELD 

Stocks  like  these,  with 
price/earnings  ratios  below  the 
growth  rate,  offer  investors  a 
chance  to  keep  ahead  of  inflation. 


5- year 

Earnings 

Recent 

Est 

Growth 

m 

1978 

Stock 

Rate 

Ratio* 

Yield 

Beatrice  Foods 

12 

9 

4.4 

Block,  H&R 

21 

9 

6.0 

Harland,  John  M. 

21 

9 

3.2 

Harte-Hanks 

23 

11 

2.5 

IBM 

16 

13 

4.5 

PepsiCo 

15 

11 

3.1 

Philip  Morris 

20 

9 

3.2 

Pioneer  Hi-Bred 

32 

8 

3.7 

U.S.  Tobacco 

13 

10 

4.8 

'1978  estimated  earnings. 


and  comfortable  yields  that  have  a  total 
aftertax  return  well  ahead  of  bonds,  and 
which  you  may  not  have  to  sell  for  a  great 
many  years,  thus  deferring  indefinitely 
the  capital-gains-tax  liability. 

The  touchstone  of  common  stock  in- 
vestment is  IBM;  If  a  growth  stock  is  less 
attractive  than  IBM,  you  might  as  well 
own  IBM  itself.  IBM  will  have  a  yield  of 
almost  5%  on  1978  earnings,  and  is  grow- 
ing at  well  over  10%  a  year.  So  your 
aftertax,  after-inflation  spendable  in- 
come is  about  3'/£%  to  49c.  and  growing 
much  faster  than  inflation. 

Historically,  an  attractive  level  to  buy 
first-class  growth  stocks  has  been  when 
the  P'E  ratio  has  been  lower  than  the 
growth  rate  and  they  provide  a  comfort- 


able yield.  In  the  table  below  are  sol 
cases  where  that  prevails. 

As  usual,  the  better  values  are: 
issues  that  aren't  fully  understood  bj 
investing  community.  If  you  own  a  p* 
folio  of  such  stocks — and  they  are  plei 
fill  today — you  can  live  off  the  stead 
growing  stream  of  div  idends  and  face 
future  with  reasonable  cquaniml 
which  is  more  than  you  can  say  for  bol 
or  most  industrials. 

A  jazzier  example  is  the  series  cal 
"America's  Fastest  Growing  Industrl 
published  by  John  Herold  in  Greenwj 
Conn.  Over  the  last  15  years  the  pod 
earnings  of  companies  in  this  series  bj 
grown  700%.  the  stocks  themse) 
about  400%.  Earnings  and  stock  price 
the  DJI  have  grown  about  250%  j 
10%.  respectively,  over  this  period,  < 
a  fraction  as  well  as  Herold's. 

Clearly,  the  growth  issues  are  thee 
to  own,  and  in  general  their  prices  h 
reflected  that.  They  rarely  sell  fbl 
than  twice  the  multiple  of  the  Dowt 
the  peak  in  1968  their  P/E  was  4M 
the   Dow's   18.   Today.  howeverj 
whole  "Fastest  Growing"  series  isa 
able  for  11  times  earnings,  scarcely  jg 
than  the  P/E  for  the  general  marfi 
you  adjust  for  replacement  deprecM 

Another  example  of  the  current  cht 
ness  of  growth  stocks  is  the  T.  I 
Price  New  Horizons  Fund,  w  hich  is 
vested  in  higher-grow  th  stocks.  Ova 
last  15  years  the  average  price  earni 
ratio  of  its  holdings  has  fluctuated  fro 
high  of  40  in  1961  and  1967  to  a  low* 
in  1974.  Today  it's  barely  over  10.  S 
larlv,  the  New  Horizons  P/E  was  tj 
that  of  the  S&P's  500  in  1961.  198| 
and  1972.  Last  year  it  got  down  to 
alltime  low:  a  lower  P/E  than  the  SI) 
And  today  the  ratio  is  only  fractiffl) 
more  than  the  S6cP  s. 

Even  after  the  sharp  April  rally,  sti 
like  these  remain  as  underpriced  fc 
as  thev  were  flagrantlv  oivrpriceq 
1968-72.  ■ 

- 
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i  today's  nervous  stock  market  should  you. . . 


uy?  Sell?  Do  Nothing? 


ore  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


/IT 

i  THLEHEM  STEEL 
ilSE  CASCADE 
( EING 

(TERPILLAR 
(  ICORP 
ITAL  EQUIP 


DOW  CHEMICAL 
EASTMAN  KODAK 
EXXON 

GENERAL  MOTORS 
ITT 

PEPSICO 
RCA 


SEARS  ROEBUCK 

SCHERING-PLOUGH 

SONY 

TEXACO 

US  STEEL 

WESTINGHOUSE 

XEROX 


/ oicked  the  21  stocks  above  for  illus- 
o  -from  more  than  1700  regularly 
>i  j  by  The  Value  Line  Investment  Sur- 
-  jcause  each  has  recently  been  on  the 
s  active"  list  and  may  therefore  be  of 
;ii  interest. 

s  ck  market,  and  the  investment  values 
e  are  now  going  through  a  great  deal 
if!  change.  This  is  no  time  to  sit  on  your 
GUt  is  urgent,  we  think,  that  you  check 
o  delay  every  stock  that  interests  or 
5«'is  you  to  see  if  it  currently  offers  the 
s  ent  credentials  most  important  to 
!  |i  illustrate,  let's  look  at  the  stocks 
d  bove: 

MRMANCE:  Every  one  of  these 
k  —at  one  time  or  another —  has  offer- 
ifci prospect  of  superior  relative  price 
oi'ance.  Right  now,  however,  Value 
tilings  suggest  that  9  of  these  stocks 
iil-oe  avoided  for  the  time  being.  On  the 
ir  ind,  we  estimate  that  4  of  the  stocks 
revill  clearly  outperform  most  other 
k:m  the  next  12  months. 

•t  Y:  13  of  the  stocks  listed  carry  supe- 
A/;je  Line  ratings  for  Safety,  meaning 
c  I  ve  typically  demonstrated  greater 
$  lability  than  the  majority  of  stocks. 
Ot.ir  stocks  on  the  list  rate  only  average 
ws  on  this  score. 

LI:  The  dividend  yields  of  these  stocks 
ma  d  by  Value  Line  for  the  12  months 
ad  ange  all  the  way  from  10.2%  to  Nil. 
9Ptf  the  stocks  offer  yields  beiow  4.9%. 
'-.  .stocks  provide  yields  of  6.5%  or 
er 

'FCIATION:  Value  Line's  estimates 
pi  iciation  Potential  in  the  next  3  to  5 
6  i:  these  stocks  range  all  the  way  from 
alt;  25%  up  to  nearly  290%.  Seven 
ks  :fer  long-term  potentials  of  175%  or 
er 

8  t 

he 
i 

hi; 


a  above  come  from  a  recent  issue 
alue  Line  Survey.  For  actual  invest- 
cisions,  be  sure  to  see  the  latest 
'alue  Line  edition.) 

e  else  can  you 
111  this? 

ie  gives  you  the  key  ratings  out- 
ive,  updated  every  week,  for  EACH 
itocks— so  you  can  make  coherent 
;ons  of  any  stock  against  any  others 
ect  to  the  investment  attributes  you 
(ut.  In  addition,  Value  Line  regularly 
comprehensive  full-page  Research 
with  15-year  vital  statistics,  for  each 
;tocks. 

the  same  quality  and  comprehen- 
of  research  and  evaluation  not  only 
y  every  "big  name"  stock  (like  the 
,>d  above)  but  also  to  more  than  a 
"lesser"  stocks — which  make  up  a 
t  part  of  a  great  many  portfolios. 


We  realize  that  when  YOUR  money  is  in- 
volved, an  investment  in  U.S.  FILTER  can  be 
just  as  important  as  the  same  amount  in  U.S. 
STEEL. 

If  you  want  to  re-assess  your  stock  portfolio 
with  an  eye  to  greater  rewards  and/or  lower 
risks  in  today's  unusual  market.  ...  if  you 
want  to  make  rational  decisions  about  what 
stocks  to  hold,  sell,  or  buy  now.  ...  we  be- 
lieve that  no  other  source  even  comes  close 
to  providing  the  help  that  Value  Line  sys- 
tematically gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  in 
the  Next  12  Months— ranging  from  1 
(Highest)  down  to  5  (Lowest).  We  ur- 
gently suggest  you  sfay  away  from  the 
400  stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1 
down  to  5).  If  Safety  is  important  to  you, 
we  suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen" 
of  the  100  stocks  with  the  highest  yields, 
which  recently  ranged  from  8.5%  to 
16.4% 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percent- 
age change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  recently  ranged  from  210%  to 
495%. 

e)  P/E  Ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research  Re- 
port at  least  once  every  three  months — in- 
cluding 22  series  of  vital  financial  and  oper- 
ating statistics  going  back  15  years  and  esti- 
mated 3  to  5  years  ahead.  About  130  new 
full-page  Reports  like  this  are  issued  each 
week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money-back 
guarantee)  for  the  next  10  weeks  for  only 
$29 — about  HALF  the  regular  rate— if  no  one 
in  your  household  has  subscribed  in  the 
past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1  — 

Value  Line's  2400- 
page  Investors 
Reference  Service  in- 
cluding our  latest  full- 
page  Reports  on  each 
of  1700  stocks— fully 
indexed  and  looseleaf- 
bound  for  easy 
reference,  and  sys- 
tematically updated  by 
new  full-page  Reports 
in  the  weeks  ahead. 


Investing  in 
Common  Stocks 


BONUS  #2— 

Investing  in  Common 
Stocks,  the  64-page 

"classic"  by  Arnold 
Bernhard,  Value  Line's 
founder  and  research 
chief,  revealing 
methods  of  stock 
evaluation  that  took 
decades  to  refine.  You 
KEEP  this  book  even  if 
you  return  the  other 
material  for  your 
money  back. 

This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 


»nbikt  iidcW 

Tbc  Value  Line  Rankings 
and  olber  Criteria  of 
Slock  Value 


[""The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,lnc.  5  E.  44th  St.,  N.Y.,  N.Y.  10017 
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□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 


SIGNATURE 


■  DOD 

cccoo 
r  r  r  nc 
r  bd 
creeo 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 


One  good  reason  why 
Perm  Square  belongs 
in  your  portfolio: 

Consistent  Investment  Strategy:  Basic 
fundamentals  emphasized  for  twenty 
years. 

For  more  complete  information,  including 
management  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read 
it  carefully  before  you  invest  or  send  money. 

Call  Toll  Free: 
800-523-8441 

Or  Write: 


Name. 


Address . 


.Zip. 


Penn  Square  Mutual  Fund 

PO.  Box  1419,  Dept.  A 
Reading.  Pa.  19603 

A  No-Load  Fund 


Money  And  Investments 


False  dawn? 

College-trained  minds  developed 
new  strains  of  rice  and  wheat  to  fight 
hunger  around  the  world. 

But  today,  colleges  are  in  deep 
financial  touble.  Without  your  help, 
they  cannot  train  the  minds  that  will 
solve  tomorrow's  problems. 

So  give  the  colleges  a  hand.  The 
help  you  give  today  will  make 
tomorrow's  dawn  a  better  one. 


Make  America  smarter. 
Give  to  the  college 
of  your  choice. 

CF 

AC  Council  for  Financial  Aid  to  Education.  Inc 
J*"*  680  Fifth  Avenue  New  York.  N  Y  10019 

Ep\S|  A  Public  Service  of  This  Magazine 
Gxnci  &  The  Advertising  Council 
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To  Live 
Is  To  Grow 

By  Thomas  P.  Murphy 


^Frowth.  A  dozen  years  ago  I  was  sit- 
ting in  the  office  of  a  company  president 
late  one  afternoon  after  another  frantic 
day.  He  was  tired,  I  was  exhausted  and, 
though  he  was  not  the  kind  of  man  with 
whom  you  exchanged  intimacies  easily.  I 
was  too  worn  out  to  care  so  I  asked  him: 
"Why  are  you  doing  this,  why  are  you 
fighting  for  growth  in  this  company? 
You're  a  rich  man  and  the  company  is 
already  enormous." 

His  reply  was  brief  and  laconic,  and  it 
took  me  nearly  a  decade  more  to  under- 
stand it:  "A  company  is  easier  to  manage 
when  it  is  growing,"  he  said. 

Of  course  it  is. 

A  stable  company  becomes  a  person- 
nel nightmare.  Its  executives,  seeing  no 
chance  for  advancement,  settle  into  what 
they  have  and  cling  to  it.  Old  friendships 
mellow,  old  feuds  fester  and  the  com- 
pany gently,  politely  drifts  into  a  glacial 
somnolence.  The  executives  continue 
doing  their  thing  and  usually  do  it  very 
well.  But  the  world  changes,  the  market 
drifts  away  and,  instead  of  initiating 
things,  the  company  merely  reacts  to 
change  and  response  is  slow  and  cau- 
tious. It  is  twilight. 

Bet  on  growth.  It  is  frenetic,  erratic 
and  often  messy,  but  stability  does  not 
work  well  in  business  and  a  good  balance 
sheet  is  no  substitute  for  feisty  manage- 
ment that  wants  to  go  somewhere. 

Where  is  growth  today?  Curiously, 
there  is  a  lot  of  growth  going  on  in 
industries  most  people  have  never  heard 
of,  and  in  companies  they  have  not  heard 
of  either. 

Consider  the  semiconductor  memory 
industry  .  For  years  the  computer  mem- 
ory' was  the  ferrite  core.  That  is  about 
over,  and  by  1980  these  memories  will 
be  largely  semiconductors.  Who  "owns" 
the  market?  An  important  segment  is 
dominated  by  Mostek  (over  the  counter), 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist.  Stamford.  Conn. 
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whose  sales  last  year  were  $85 
and  whose  profits  were  eompoumj 
an  annual  rate  of  48%  over  the  pal 
years.  What  does  the  market  payfl 
kind  of  growth?  About  10  timej 
year  s  expected  earnings. 

Or,  to  mention  another.  DataTei 
Systems  (ASE),  which  makes  po 
sale  cash  registers.  Their  sales  dc 
last  year,  to  $42  million,  and  eal 
climbed  from  55  cents  a  share  to  j 
The  stock  is  trading  at  around  $27j 
times  earnings,  but  you  can't  expj 
buy  this  kind  of  growth  cheaply. 

There  are  at  least  a  dozen  indul 
and   probably    more,    that  will 
achieve  growth  rates  of  14%  or 
over  the  coming  five  y  ears.  Do  not 
at  14%  real  growth  a  year. 
To  achieve  it,  adjusted  for  l 
need  21%  in  dollar  terms. 

What  are  these  blessed 
One  of  the  best  students  of  th 
a  San  Jose.  Calif,  market  research 
which  venture  capitalists  use,  j 
Creative  Strategies.  Inc.  Its  studied 
ing  for  around  $695  per  industry,  t 
be  hard-nosed,  unemotional  anil 
important,  often  right. 

One  industry  they  have  lookec 
analytical  instruments,  where  the; 
cast  a  14%  compounded  growth  rat 
the  next  few  y  ears.  Another  is  son* 
called  MIS  (medical  informatioi 
terns).  In  essence,  MIS  takes  the 
mation  of  the  hospital's  bookkeep 
the  next  logical  step,  to  patient  is 
tion.  It  is  a  systems  idea.  The  con 
is  less  important  than  the  softwa 
the  service  is  needed,  since  the  a 
of  information  modern  medicin 
generate  about  a  patient  far  excee 
capacity  of  hospitals  to  process, 
according  to  Creative  Strategies 
have  an  18%  annual  growth  rate 
hospitals  and  20%  in  nursing  horri' 
medical  groups.  There  are  about 9 
panics  competing  in  the  industr 
not  all  of  them  are  going  to  rrc 
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i  i  another  fast  grower  is  facsimile, 
Insmission  of  information  from 
i  >nts.  As  better  transmission  be- 
:  available,  especially  better  satel- 
:  imunications  in  the  early  Eight- 
simile  use  should  soar.  It  simply 
pier  makes  sense  to  move  informa- 
I  rucks  and  airplanes  when  facsim- 
i  move  it  electronically.  Even  the 
i  >st  Office,  not  famous  for  a  lead- 
a  >roach  to  technology,  is  experi- 
i  ;  with  it.  Creative  Strategies  sees 
I  ket  growing  at  17%  a  year  until 
;  d  then  getting  into  higher  gear,  a 
j  >wth  rate,  as  satellites  bring  the 
I  fsion  costs  down. 
I  there  is  the  "imaging"  industry. 
Instates  as  the  X-ray  industry  for 
d  eration,  though,  of  course,  the 


A  good  balance  sheet 
substitute  for  feisty 
i,  ;ement  that  wants  to 
icnewhere  .  .  ." 


Ipint  is  that  they  are  not  X  rays 
M.  (The  better  the  traditional  X 
S  jnderstood  the  more  reason  we 
Mfind  to  avoid  using  it.  Further- 
■le  newer  technologies,  especially 
Kind,  have  quality  advantages  over 
'S  i  many  applications.) 
Mp  in  the  ultrasound  segment  of 
inking  industry  is  forecast  at  28% 
fctded  annually  between  now  and 
4  J.  -ker,  a  division  of  CIT  Financial 
j,  lid  Technicare  are  leaders  shar- 
tlxft  two-thirds  of  the  market  be- 
ii  lem.  Technicare  also  leads  in 
anners,  that  marvelous  tool 
i  j;e  was  soaring  until  the  recent 

o  ritieism  over  too  many  hospitals 
lg!>o  many  of  these  expensive  gad- 
M\>.  result  was  a  softening  of  CAT 
,.  <  nbined  with  some  costly  pro- 
or  >roblems,  that  pushed  Techni- 
tn  a  bad  first  quarter.  The  stock 
«t  las  no  patience  with  growth 
mu  s  that  hit  a  rough  patch,  so  the 

c  pped  over  50%.  It  is  trading 
id  at  this  writing  and  never  mind 

Tr.inicare's  earnings  were  com- 
di  at  the  rate  of  70%  a  year  prior 
e  r  blem. 

Gw: .  What  is  it  worth?  In  my  opin- 
ar  ore  than  even  this  somewhat 
OVij  market  is  willing  to  pay.  The 
Mtfb  to  fast  growth  is  not  slow 
th  i)  much  as  it  is  rigor  mortis, 
eti  lly  disguised  by  a  richly  col- 
an  al  report.  ■ 


Benefit  from  the  leap 
in  money  market  yields. 

Ascending  interest  rates  should  prove  a  source  of 
considerable  enjoyment  to  shareholders  in  Fidelity  Daily  Income 
Trust.  This  is  particularly  true  for  larger  investors. 

Low  costs. 

The  Trust's  costs  are  struc- 
tured to  benefit  those  investing  up- 
wards of  $10,000.  Free  check  or 
phone  withdrawals  and  no  sales 
charge  help  every  investor. 

Leap  to  the  phone 
and  call  for  our  free  informa- 
tion, today. 

Call  Free  (800) 225-6190 


In  Mass.  Call  Collect  (617)  726-0650 


r  Fidelity  Daily 
I  Income  Trust 

PO.  Box  832,  Dept.  FF80515 
82  Devonshire  St.,  Boston.  Mass.  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Retirement  Plan  Information  Keogh  □  403B  Q 


FIDELITY  GROUP  Over  $3. 5  billion  of  assets  under  management. 


Slip  Cases  For  FORBES 

Rugged  and  handsome  cases  in  red  and  black  with  title 
embossed  in  gold.  Prices:  $4.95  each,  3  for  $14.00, 
6  for  $24.00.  Send  check  to  Jesse  Jones  Box  Corpora- 
tion, Department  FB,  Post  Office  Box  5120,  Philadel- 
phia, Pennsylvania  19141.  Please  allow  three  to  four 
weeks  for  delivery. 


NEW  MATH 


...  for  an  old  problem. 

"The  Arithmetic  of  Disadvantage" 
is  a  free  booklet  which  can  help  you 
overcome  the  obstacles  that  stand 
between  you  and  higher  income  from 
your  savings. 

Call  for  your  copy. 


ROWE  PRICE 

NEW  INCOME  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 

Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  management 

fee  and  other  charges  and  expenses,  obtain  a  prospectus. 

Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  301-547-2136  collect. 
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Bulls,  Beans  &  Brazilians 

By  Stanley  W.  Angrist 

"...  From  a  strong  competitor,  Brazil  has  turned 
into  a  potential  buyer  of  U.S.  soybeans. 
But  is  that  enough  to  sustain  a  rally?  .  .  ." 


'o  you  always  do  what  you  say  you 
are  going  to  do?  I  don't.  And  I  suspect 
that  I  am  not  unusual  in  this  respect. 
Then  why  should  we  expect  farmers  to 
he  any  different?  The  U.S.  Department 
of  Agriculture  asks  farmers  what  they  are 
going  to  plant  several  times  during  the 
year.  And  then,  much  to  everyone's  sur- 
prise, farmers  wind  up  changing  their 
minds  and  planting  either  more  or  less. 
W  hy?  The  reasons  are  countless,  but 
surely  leading  the  list  must  be  farmers' 
price  expectations  for  various  crops.  If 
they  believe  that  cotton  prices  will  be 
high  in  the  fall  and  corn  prices  low,  then 
they  will  increase  their  plantings  of  cot- 
ton and  reduce  their  plantings  of  corn. 

The  US  DA  asks  farmers  how  much  of 
each  crop  they  are  going  to  plant  at  the 
beginning  of  January  and  again  at  the 
beginning  of  April.  The  extent  that  farm- 
ers change  their  minds  is  reflected  in  the 
table  (n'g/ir).  It  lists  for  the  past  nine 
years  the  acreage  farmers  said  they 
would  plant  to  soybeans  on  Apr.  1,  and 
the  actual  acres  they  planted.  The  aver- 
age difference  is  only  160.000  acres, 
which  is  less  than  one-third  of  19c.  But 
the  difference  ranged  from  an  increase  of 
3.4  million  acres  (in  1977)  to  a  decrease 
of  3  million  acres  (in  1971).  And  in  five 
years  out  of  nine,  the  actual  acreage 
planted  was  less  than  the  April  report. 

On  Apr.  14  the  US  DA  released  this 
\r.u  s  report,  in  which  farmers  said  they 
would  plant  63.6  million  acres  to  beans. 
8%  above  last  year's  harvested  acreage. 
Heavy  rains  and  large  runoffs  from  the 
unusual  snowfall  of  last  winter  has 
caused  considerable  flooding  in  the  corn 
belt  and  delayed  planting  in  its  eastern 
regions.  Such  conditions  always  lead  to 
talk  of  acreage  being  switched  to  beans, 
which  can  be  planted  later  and  thus  al- 
low the  ground  more  time  to  dry  out. 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  anil  is  tin  author  of  Sensi- 
ble Speculating  in  Commodities. 


Sometimes  farmers  talk  about  switching 
and  do;  other  times  .  .  .  well  you  know 
how  it  is  with  intentions. 

Soybeans  have  had  a  powerful  price 
run-up  this  spring.  This  strong  perfor- 
mance stems  from  two  major  quarters: 
1)  The  Brazilian  soybean  crop  estimate 
has  been  reduced  in  size  several  times; 
and  2)  as  the  dollar  weakens  our  soy- 
beans look  cheaper  and  cheaper  to  those 


Soybean  Surprises 

On  average,  farmers  plant  as 
many  acres  to  soybeans  as  they 
say  they  will,  but  some  years  they 
can  spring  real  surprises — look  at 
1971  and  1977. 

— millions  of  acres — 


Year 

Apr.  1* 
Intentions 

Planted 

Difference 

1969 

43.0 

42.5 

—0.5 

1970 

43.1 

42.9 

—0.2 

1971 

46.5 

43.5 

—3.0 

1972 

45.5 

46.9 

+  1.4 

1973 

53.8 

56.7 

+2.9 

1974 

55.0 

53.5 

—1.5 

1975 

56.6 

54.6 

—2.0 

1976 

49.3 

50.2 

+0.9 

1977 

55.7 

59.1 

+3.4 

9-year 
av. 

49.8 

49.9 

+0.16 

'Spring  intentions  released  as  of  Mar.  1 
prior  to  1976. 


countries    holding    strong  currencies. 

The  world  gets  its  soybeans  from  just 
two  sources — the  U.S.  and  Brazil.  The 
sharply  reduced  estimate  for  Brazilian 
beans  to  about  9  million  tons,  down  from 
January's  predicted  13.5-million-ton 
crop,  is  w  hat  provided  most  of  the  fuel 
for  the  gigantic  rally  in  beans.  The  esti- 
mated yield  for  Brazilian  beans  has  been 
reduced  from  26.7  bushels  per  acre  to 
under  20  bushels.  Brazil  has  suspended 
soybean  oil  export  registrations  until  do- 
mestic needs  have  been  satisfied.  Fur- 
thermore, the  government  has  lifted  all 
import  duties  on  soybeans.  Brazil  has,  in 


the  space  of  a  few  months,  turned 
being  a  strong  competitor  with  the 
in  trying  to  satisfy  world  needs  for  he 
to  being  a  potential  buyer.  But  is 
enough  to  sustain  the  rally  and 
prices  to  even  higher  levels?  I  think 

There  are  sev  eral  factors  that  I  beli 
will  tend  to  limit  price  strength  in  bea| 
One  of  the  most  significant  is  the 
mated  carryover  for  soybeans  when 
season  ends  on  Aug.  31,  1978.  It 
probably  be  around  200  million  bus 
which  is  about  double  last  year's 
ryover.  In  the  early  spring  of  1977  pn 
reached  S10.75  per  bushel  on  the  basil 
an  expected  small  carryover,  but  by 
summer  prices  had  dropped  over  $4 
bushel  ($20,000  per  contract). 

The  Apr.  14  planting  intentions  ret 
suggests  a  1978  U.S.  bean  crop  of) 
billion  bushels  as  compared  with  a  fd 
casted  consumption  of  about  1.6  hil] 
bushels.  These  numbers  imply  a  2 
million-bushel  increase  in  earnove 
August  1979.  No  food  for  bulls  there 

The  above  numbers  turn  me  in! 
somewhat  timid  bear.  The  reason  for 
cowardice  lies  in  the  nature  of  the 
pit.  Beans  can  display  tremendous  f< 
once  one  side  or  the  other  takes  chai 
For  that  reason  I  believe  the  only  se 
ble  way  to  play  beans  at  this  time  i; 
means  of  a  spread.  There  are  two 
spreads  that  appear  reasonable:  1) 
August/short  July  with  July  at  a  1$ 
or  higher  premium;  2)  long  January/s 
November  with  January  at  no  more  I 
a  4-cent  premium  to  November. 

The  first  spread  is  compelling  toi 
because  a  13-cent  premium  for  July  i 
tive  to  August  is  a  historically  highj 
ure.  The  spread  could  easily  drq 
even  money  in  a  sell-off.  In  the  sa 
spread  I  am  looking  for  Novembe 
drop  to  at  least  a  12-cent  discour 
January  in  the  face  of  a  good  harve 
would  risk  no  more  than  a  5-cent  adil 
move  against  any  established  posil 
Margin  should  run  about  $600.  ■ 

■ 
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dividuality  Innovation  &  Enterprise 


IE$  (millions) 

'©Restated) 


JU 


■  S375     EARNINGS  PER  SHARE 

(1973-1976  Restated) 


-  225 


-  150 


75 


U  I 


•  S3  75     DIVIDENDS  PER  SHARE 


3  00 


-  S1 50     BOOK  VALUE  PER  SHARE 

(1973  1976  Restated) 


120 


73      74      75  76 
YEARS 


73       74      75       76      7  7  73      74      7  5       76  77 

YEARS  YEARS 

They're  our  formula  for 
growing  a  business. 


-S20  00 


-  16  00 


-  1200 


iOO 


ie  crux  of  management 
sophy  at  Scott  &  Fetzer 
is  he  threefold  concept  of 
d  iduality,  innovation  and 
iterprise.  As  a  matter  of 
let  it's  greatly  contributed 
tour  growth  over  the  past 
few  years. 

We  offer  our  operating 
nioresidents,  shown  here, 
i  and  their  management 
;elns  the  freedom  to  build 
i  their  own  businesses. 
And  their  personal  and 
financial  rewards  are 
tied  to  the  business' 
success.  The  result  is 
ly  motivated  managers 
who  respond  positively 
to  opportunities  and 
challenges.  Our  cor- 
rate  role  is  to  oversee 
planning  for  each  unit 
and  provide  financing 


for  those  businesses 
which  have  the  best 
long-range  potential. 
We  regularly  review  the 
performance  of  each 
business  against  agreed 
upon  goals. 

Individual  initiative 
coupled  with  a  commitment 
of  our  corporate  resources 
is  a  major  reason  for  Scott 
&  Fetzer's  growth.  As  you 
can  see  from  the  charts, 
this  philosophy  has  been 
successful. 

Individuality,  innovation 
and  enterprise.  It's  not  only 
the  philosophy  that  keeps 
all  of  us  at  Scott  &  Fetzer 
anticipating  the  future, 
it's  the  theme  of  our  1977 
annual  report. 

For  a  copy,  write 
Ralph  Schey,  president. 


erving  markets  in  Cleaning  Systems  &  Household,  Fluid  Transmission,  Equipment  &  Accessories, 

Power  &  Energy,  Measurement  &  Control 


5>f 


The  Scott  &  Fetzer  Company 

14600  Detroit  Avenue  •  Lakewood,  Ohio  44107 


Money  And  Investments 


Market  Trends 


I 


Skeptical  On  The  Rally 

By  Richard  B.  Hoey 

.  .  Investors  should  closely  monitor  the  outlook  for 
the  dollar  and  the  size  of  the  tax  cut  package,  the 
two  keys  to  the  liquidity  pressure  on  the  stock  market 


believe  that  sometime  during  the 
next  two  years  we  will  move  into  a  strong 
bull  market.  However,  the  classic  timing 
for  such  a  bull  market  to  begin  is  during 
a  recession,  when  corporate  profits  have 
already  declined  and  interest  rates  have 
already  peaked.  This  hasn't  happened 
yet,  increasing  the  risk  that  the  recent 
market  rise  will  prove  abortive.  I  expect 
a  recession  or  near  recession  in  the  last 
half  of  1979  as  a  result  of  cyclical  in- 
creases in  inflation  and  interest  rates. 

What  fuels  a  bull  market  is  an  inflow 
of  liquidity  into  the  stock  market.  In 
the  late  stages  of  economic  expansion, 
liquidity  is  used  to  finance  real  goods, 
including  housing,  inventory  and  plant 
and  equipment.  Any  boom  in  commod- 
ity prices  also  absorbs  liquidity.  In  ad- 
dition, federal  government  financing 
competes  for  the  savings  flow  of  the 
private  sector,  especially  when  the 
budget  deficit  remains  high.  Thus 
strong  economic  growth  late  in  a  cycli- 
cal expansion  tends  to  be  bearish,  not 
bullish,  for  stocks.  Once  the  economy 
slides  into  a  recession,  however,  liquid- 
ity is  no  longer  needed  to  finance  the 
purchase  of  physical  goods  and  can  be 
used  to  purchase  financial  assets,  in- 
cluding stocks  and  bonds. 

A  bull  market  can  be  fueled  by  foreign 
liquidity  as  well  as  domestic  liquidity. 
An  influx  of  foreign  liquidity  generally 
occurs  when  a  currency  has  a  powerful 
and  prolonged  rise.  For  example,  the 
British  stock  market  tripled  after  1)  the 
pound  began  to  recover  from  its  collapse 
and  2)  the  yields  on  long-term  govern- 
ment bonds  declined  from  their  peak 
level  of  17%. 

I  expect  that  the  long  erosion  of 
price/earnings  multiples  of  stocks  is  com- 
ing to  an  end.  If  so,  a  diversified  portfolio 
of  common  stocks  bought  near  current 

Richard  B.  Hoey  is  a  vice  president  and  in- 
vestment strategist  at  Bache  Halsey  Stuart 
Shields. 
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levels  will  probably  act  as  an  effective 
hedge  against  inflation  over  the  next  de- 
cade. The  price/earnings  multiples  of 
stocks  have  already  completed  a  major 
decline,  reflecting  the  tripling  of  the  rate 
of  inflation  in  the  past  ten  years.  The 
stock  market  was  wildly  overpriced  in 
1968  and  is  very  cheap  today. 

I  believe  that  it  was  the  rally  in  the 
dollar  that  set  off  the  explosion  of  volume 
and  stock  prices  in  mid-April.  Foreign 
investors  became  convinced  that  the  dol- 
lar was  beginning  to  strengthen  and  be- 
gan to  place  heavy  orders  to  buy  major 
U.S.  stocks  at  the  market  on  the  opening 
of  each  day. 

This  surge  of  buying  occurred  only 
one  week  before  the  expiration  of  the 
April  call  options.  The  prices  of  call  op- 
tions on  the  major  blue  chips  exploded. 
Short  sellers  of  the  calls — facing  rises 
from  two-  to  tenfold  on  many  options — 
rushed  to  purchase  the  underlying  stock 
to  cover  their  shorts.  In  addition,  some 
institutional  portfolio  managers,  flush 
with  cash,  put  part  of  it  into  stocks  out  of 
fear  that  the  market  would  go  into  a 
strong  rise. 

Could  the  mid-April  explosion  in  stock 
prices  be  the  start  of  a  new  bull  market? 
It's  possible,  but  only  under  two  condi- 
tions. First,  the  dollar  must  continue  to 
rise,  sustaining  an  inflow  of  foreign  li- 
quidity into  U.S.  bonds  and  stocks.  Sec- 
ond, the  fiscal  1979  budget  deficit  must 
be  reduced  significantly  below  $60  bil- 
lion by  a  slowdown  of  government 
spending  or  reduced  tax  cuts.  William 
Miller,  chairman  of  the  Federal  Reserve 
Board,  is  clearly  saying  to  the  President 
and  Congress  that  the  consequence  of  a 
high  budget  deficit  in  the  fiscal  year 
starting  Oct.  1,  1978  will  be  a  major 
upsurge  in  interest  rates. 

I  am  slightly  skeptical  about  both  of 
the  factors  that  could  turn  the  rally  into  a 
real  bull  market.  The  dollar's  modest 
recovery  in  recent  weeks  is  vulnerable  to 
fears  of  a  worsening  outlook  for  U.S. 


wage  inflation  in  1979.  And  I'm  some- 
what dubious  about  the  restraint  in  con- 
gressional spending  during  an  election 
year.  Investors  should  closely  monitor 
the  outlook  for  the  dollar  and  the  size  of] 
the  tax  cut  package,  the  two  keys  to  the 
liquidity  pressure  on  the  stock  market. 

Investors  in  high  tax  brackets  who  are 
more  than  15  years  from  retirement 
should  be  wary  of  the  current  fad  for 
high  dividend  income.  If  the  company's 
tax  bracket  and  your  tax  bracket  are  both 
near  50%,  then  the  company  needs  to 
earn  $4  pretax  to  give  you  $1  of  aftertax 
dividend  income.  The  federal  govern- 
ment takes  $3  of  the  $4  pretax  earnings, 
$2  from  the  company  and  $1  from  you.  If 
you  can  afford  to  take  the  long  view,  it's 
much  better  to  let  the  company  reinvest 
all  of  its  $2  share  of  the  $4  pretax  earn' 
ings,  as  long  as  you  can  trust  them  to 
invest  it  profitably- 
Many  companies  can  earn  10%  to  15%! 
after  taxes  on  their  reinvested  funds 
Better  to  leave  them  the  full  $2;  let  them 
earn  20  cents  to  30  cents  a  year  after 
taxes  on  it  and  let  these  earnings  accu- 
mulate year  after  year.  In  the  long  run, 
the  stock  price  will  reflect  these  accumu- 
lated earnings,  and  you  do  not  have  to 
pay  taxes  until  you  actually  sell  the  stock. 

The  main  reason  for  the  current  fad  for 
high  current  dividend  yield  is  that  stock 
prices  haven't  risen  over  the  last  decade, 
making  the  long  run  seem  very  long 
indeed. 

For  patient  investors  who  don  t  actu- 
ally need  current  income  and  who  are 
forced  to  pay  relatively  high  taxes,  I 
recommend  McDonald's  (selling  around 
49;  $3.37  earnings  per  share  in  1977 
and  $4.05  estimated  for  1978)  and  Digi- 
tal  Equipment  (41,  $3.55,  $4.20)  as 
stocks  to  buy  for  the  long  pull.  McDon- 
ald's yields  0.4%  and  Digital  Equip- 
ment yields  nothing.  But  the  manage- 
ments of  both  companies  have  a  record 
of  investing  the  assets  of  their  firms  in 
a  profitable  way.  ■ 
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"Did  our  record-size, 
record-cost  ad  in  Playboy 
tay  off?  It  paid  off  before  it  ran, 
while  it  ran  and  after  it  ran." 


"A  four-color,  four-page,  front-cover  gatefold  in 
Y\  VYBOY  is  no  casual  media  buy  for  us.  We  had  to 
e  a  lot  of  receivers  to  justify  it. 
1  "We  did. 

>  "First,  we  were  able  to  presell  the  whole  pro- 
pi  m  to  our  dealers  on  the  strength  of  the  Pioneer- 
^RYBOY  relationship.  We  told  dealers  to  stock  up 
)t  luse  when  that  gatefold  hit,  the  customers  would 
k  louring  in.  And 
Kiause  of  PLAYBOY'S 
n  ichandising  support, 
>u> dealers  saw  the  ad 
>€|»re  publication  and 
tejly  got  excited.  So  they 
(tiked  up. 

"And  the  customers 
lioour  in.  No  ifs,  ands 
>r  uts,  the  gatefold  made 
(uSX-650  the  most  pop- 
tfc:  receiver  in  hi-fi  his- 
oi  .  Our  sales  doubled 
luing  the  life  of  the  ad. 

"After  the  ad  ran? 
)i  reorders  were  way 
tb're  our  average  for 
JH.ths.  PLAYBOY 
ih  .es  the  credit  here, 
o<  thanks  to  the  terrific 
»  t-of-purchase  poster 
h<  created  for  us. 

"Why'd  we  choose 
3L  YBOY  for  our  biggest 
id  l/er? 

"We  felt  it  was  a  nat- 
uv  Pioneer's  president,  Bernie  Mitchell,  pioneered 
%k  1 1  it  came  to  stepping  out  of  the  buff  books  and  in- 
o  nsumer  books  on  a  regular  basis.  And  PLAYBOY 
tfa  the  consumer  book  Pioneer  went  into  first. 
M  tarted  out  looking  for  affluent,  educated 
m  s  of  a  certain  age,  and  we  still  look  for  them. 


We're  in  the  market  lor  men  with  the 
money  to  spend  on  hi-fi  equipment. 
Playboy  delivers  them  better  than  any 
general-audience  magazine  can." 


-Don  Kobes 
Advertising  Manager 
Pioneer  High  Fidelity 


PLAYBOY  delivers  them.  They  get  the  audience 
we  want,  and  we  don't  have  to  worry  about  paying 
for  nontarget  customers.  Our  history  shows  us  how 
many  men  write  PLAYBOY  on  our  warranty  cards. 
It's  staggering. 

"We're  in  a  lot  of  publications,  but  PLAYBOY 
heads  the  list.  We  take  all  our  risks  in  PLAYBOY 
because  they're  really  not  risks  at  all.  That's  why, 
in  October  1977,  five  months 
after  our  first  four-color, 
four-page,  front-cover  gate- 
fold  appeared  in  PLAYBOY, 
we  ran  a  second  one." 

What  Pioneer's 
results  mean  to 
other  advertisers. 

Two  things.  One:  If 
you  want  to  reach  men 
with  money  to  spend  on 
things  like  hi-fi  equip- 
ment, ski  equipment, 
cars,  clothes,  securities 
and  scotch,  PLAYBOY'S 
the  place  to  reach  them. 
Two:  If  you  want  to  reach 
more  of  them  for  less  of 
your  money,  PLAYBOY'S 
the  place. 

Because,  you  see,  men 
with  money  to  spend  are 
more  reachable  more  effi- 
ciently in  PLAYBOY  than  in 
any  other  newsweekly, 
sportsweekly  or  men's  magazine. 

In  PLAYBOY,  you  reach  68%  more  readers  for 
your  dollar  than  in  Newsweek. 

90%  more  for  your  dollar  than  in  Sports 
Illustrated. 

114%  more  for  your  dollar  than  in  Time. 


The  Playboy  advertiser. 
When  it  comes  to  reaching  men,  he  comes  to  us. 

Source:  TGI,  Fall  1977.    PLAYBOY  is  a  mark  of  Playboy,  Reg.  U.S.  Pat.  Off.    ©  1978,  Playboy. 
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Overseas  Commentary 


Diversification  Is 
The  Better  Way 

By  Walter  Oechsle 

".  . .  The  U.S.  market  has  been  staging  a  powerful  rally. 
I  strongly  believe  that  it  provides  an  ideal  opportunity 
for  a  gradual  shift  from  U.S.  to  foreign  securities  . .  ." 


I  In  American  out  on  the  town  in  To- 
kyo, or  paying  a  hotel  bill  in  Zurich  or 
Frankfurt  or  simply  buying  a  foreign  car 
in  the  U.S.  soon  becomes  painfully 
aware  of  what  has  been  happening  to  the 
once-mighty  dollar  over  the  past  ten 
years:  It  has  virtually  gone  down  the 
drain.  Look  at  these  figures:  While  it 
cost  some  $1,500  ten  years  ago  to  buy  a 
Volkswagen,  the  cheapest  version  of  that 
make  now  runs  about  three  times  the 
amount.  What  was  once  a  cheap  vacation 
in  Switzerland  is  now  prohibitively  ex- 
pensive for  the  average  American. 

What  has  gone  wrong?  The  simple 
answer  is  that  the  dollar  has  moved  from 
substantial  overvaluation  to  considerable 
undervaluation  during  the  past  eight 
years.  Unfortunately,  recognition  of  this 
problem  does  not  automatically  produce 
a  cure.  In  other  words,  I  wouldn't  advise 
postponing  that  vacation  in  Switzerland 
or  buying  that  foreign  car:  They  will 
probably  not  get  any  cheaper,  over- 
priced though  they  may  be. 

However,  as  foreign  goods  and  ser- 
vices have  risen  in  price,  so  have  foreign 
stocks.  This  is  most  satisfying  for  me 
because  for  more  than  15  years  I've  been 
advocating  investment  in  foreign  securi- 
ties. Those  who  listened  tended  to  make 
more  money  than  those  who  were  "bull- 
ish on  America.' 

Over  the  past  2-,  5-,  10-  or  15-year 
periods  an  international  portfolio  per- 
formed significantly  better  than  a  strictly 
American  one.  Moreover,  with  some  no- 
table exceptions,  such  as  Great  Britain 
and  Italy,  the  U.S.  stock  market  has 
been  just  about  the  worst  performer  over 
any  of  these  periods  of  time  among  the 
world's  major  stock  markets. 

All  well  and  good — that's  history  and 
betting  on  history  repeating  itself  doesn't 
necessarily  make  one  a  hero  in  the  stock 
market.  However,  there's  also  the  fact 

Walter  Oechsle  is  associated  with  Putnam 
Management .  Boston,  Mass. 


that  basic  trends  tend  to  feed  on  them- 
selves and  that  it  usually  isn't  profitable 
to  buck  them. 

About  ten  years  ago  an  Englishman 
visiting  Switzerland  got  about  12  Swiss 
francs  for  £1.  Today  he's  getting  just  a  bit 
more  than  three  francs.  By  the  same 
token,  the  Zurich  "gnome"  who  invested 
his  money  in  Britain  during  the  past 
decade  did  disastrously,  whereas  his 
British  counterpart  investing  in  Zurich 
profited  handsomely.  The  lesson  of 
Great  Britain  over  the  past  30  years 
seems  to  be  that,  once  inflation  at  a  high 
level  becomes  a  way  of  life,  it  becomes 
prudent  at  almost  any  point  to  diversify 
one's  investment  portfolio  into  less-infla- 
tion-prone  economies. 

Again,  enough  history.  Except  that  re- 
cent and  current  trends  in  the  American 
economic  and  investment  scene  resem- 
ble those  evident  in  Great  Britain  over 
the  past  20  years  to  an  astonishing — and 
frightening — degree.  Need  I  say  more  in 
favor  of  international  diversification  by 
the  U.S.  investor? 

One  more  alarming  fact:  Compared  to 
what  has  been  happening  in  most  other 
countries,  the  U.S.  has  been  overcon- 
suming  and  underinvesting  for  a  long 
time.  The  virtually  inevitable  longer- 
term  results  of  this  will  be:  slower 
growth,  more  inflation,  a  further  decline 
in  the  value  of  the  dollar  and,  at  best,  a 
very  sluggish  stock  market. 

I  am  writing  this  while  the  U.S.  mar- 
ket has  been  staging  a  powerful  rally  .  No 
matter  how  far  it  carries,  I  strongly  be- 
lieve that  from  a  long-term  point  of  view 
any  good  rally  in  New  York  still  provides 
an  ideal  opportunity  for  a  gradual  shift 
from  U.S.  to  foreign  securities. 

One  great  fallacy  prevalent  among 
both  individual  and  institutional  U.S.  in- 
vestors has  been  the  notion  that  invest- 
ing in  foreign  markets  and  foreign  cur- 
rencies involves  undue  risk.  Yet  exactly 
the  opposite  is  true,  as  reams  of  studies 
and,  more  importantly,  actual  invest- 


ment experience  have  shown,  \lorej 
over,  the  notion  that  the  inclusion 
foreign  securities  tends  to  reduce  tin 
portfolio's  return  has  also  proven  falsd 
and  will  prove  to  be  an  unprofitable  view 
for  U.S.  investors  to  hold  in  the  future,  , 

Given  the  fact  that  the  U.S.  is  a  maj 
ture  economy  with  all  the  attendani 
problems,  the  odds  strongly  favor  an  ill 
ternational  portfolio  outperforming  ' 
strictly  U.S.  portfolio — and  with  a  redu 
tion  in  risk. 

What  about  the  risk  of  being  whipl 
sawed,  of  getting  out  of  the  U.S.  marka 
near  its  low,  at  the  low  for  the  dollaii 
and  into  foreign  markets  at  very  hig| 
prices  for  both  their  stock  markets  aiM 
currency  exchange  rates?  A  slow  con 
version  of  a  solely  U.S.  to  an  intern^ 
tional  portfolio  over  a  period  of  two  t 
three  years  would  avoid  this  pitfall,  an 
I  recommend  it. 

As  to  what  to  buy  abroad,  here  ai 
some  suggestions:  Start  with  the  com 
tries  that  have  kept  their  econonu 
houses  in  reasonable  order  and  whoi 
stock  markets  have  a  history  of  movin 
somewhat  counter  to  trends  in  the  U.J 
market.  Japan,  Germany  and  South  A& 
can  gold  stocks  stand  out  in  this  respeq 

What  about  specific  stocks?  In  Japa 
you're  unlikely  to  do  any  better  on  yM 
own  than  Japan  Fund  (9),  a  closed-el 
investment  company  listed  on  the  Nei 
York  Stock  Exchange,  with  an  enviab 
long-term  record  of  outperforming  a 
Japanese  market.  In  Germany,  then 
no  such  easv  wav.  But  stocks  like  Dei\ 
sche  Bank  (ADBs  $160)  and  SiemM 
( \DBs  $133)  represent  a  broad  specrrd 
of  the  economy  and  should  reflect  I 
strength  in  the  future.  Finally,  in  Sou 
African  golds,  I  would  again  suggest  fl 
fund  route:  Both  ASA  (19),  a  closed-el 
investment  company  listed  in  New  ^oi 
and  International  Investors  ($8.68), 
mutual  fund  specializing  in  South  Af 
can  gold  shares,  provide  a  broadly  div« 
sified  participation  in  that  market.  1 
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When  advertisers  invest  $40  million  more  in 
TIME  per  year  and  readers  buy  40%  more  copies 
each  week  than  any  other  news  magazine,  there 
have  to  be  some  reasons.  One  is  the  magazine's 
never-ending  commitment  to  innovation.  The 
news  magazine  format  itself  is  a  TIME  inven- 
tion, begun  55  years  ago  and  widely  copied  in 
this  country  and  around  the  world.  And 
whether  improvements  on  the  basic  invention 
have  taken  the  form  of  greater  use  of  color  or 
fresh  graphics  or  new  editorial  departments  or 
inventive  ways  to  ferret  out  and  tell  a  story, 
TIME  most  often  sets  the  pattern  that  others 
follow.  For  advertisers,  TIME  continues  to  pro- 
vide an  array  of  advertising  availabilities  and 
marketing  information  and  expertise  un- 
matched by  any  other  publication.  All  of  which 
supports  a  basic  premise  at  TIME:  If  you  con- 
tinue to  give  people  something  more,  some- 
thing better,  youll  continue  to  stay  out  in  front. 


he  most  colorful  coverage  of  the  week 


I  All  fights  reserved" 


Forbes 
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The  mother  is  a  matchless  beast. 
James  Kelly 


A  man's  reputation  is  not  in 
his  own  keeping.  It  lies  at  the 
mercy  of  the  profligac  y  of  others. 
William  Hazlitt 


Choose  a  friend.  He  will  help  you. 
Alas,  he  deserts  you.  Choose  an  enemy. 
He  will  fight  against  you.  Lo,  he 
corrects  and  perfects  you. 
Sri  Chinmoy 


I  consider  that  we  are  all 
self-seeking,  cruel  and  destructive 
beings,  except  perhaps  briefly 
to  those  we  wish  to  impress. 
I  am  no  longer  hurt  or  astonished. 
Charity  Blackstock 


The  credit  belongs  to  the  man  who  is 
actually  in  the  arena;  whose  face  is 
marred  with  dust  and  sweat;  who  strives 
valiantly;  who  errs  and  may  fall  again 
and  again,  because  there  is  no  effort 
without  error  or  shortcoming. 
Theodore  Roosevelt 


This  above  all,  to  thine  own  self 
be  true,  and  it  must  follow, 
as  the  night  the  day,  thou  canst 
not  then  be  false  to  any  man. 
William  Shakespeare 


If  you  work  for  a  man,  in  Heaven's  name 
work  for  him.  If  he  pays  you  wages 
which  supply  you  bread  and  butter, 
work  for  him;  speak  well  of  him;  stand  by 
him  and  stand  by  the  institution  he 
represents.  If  put  to  a  pinch,  an 
ounce  of  loyalty  is  worth  a  pound  of 
cleverness.  II  you  must  vilify, 
condemn  and  eternally  disparage — 
resign  your  positon  and  when  you  are 
outside,  damn  to  your  heart's  content, 
but  as  long  as  you  are  part  of  the 
institution,  do  not  condemn  it.  If  you 
do  that,  \<>u  are  loosening  the  tendrils 
that  are  holding  you  to  the  institution. 
Elbert  Hubbard 


One  uncooperative  employee  can 
sabotage  an  entire  organization 
because  bad  spirit  is  more 
contagions  than  good  spirit. 
Robert  Half 


Labor  to  keep  alive  that  little  spark 
of  celestial  fire,  called  conscience. 
George  Washington 


Although  hard  to  define,  loyalty 
is  easy  to  deteet.  Let  a  worker  be 
ever  so  brilliant,  ever  so  brainy, 
ever  so  ambitious,  if  his  employers 
know  he  is  not  loyal  through  and 
through,  they  will  not  for  a  moment 
consider  promoting  him  to  a  position 
of  great  trust  and  responsibility, 
for  disloyalty  breeds  distrust. 
B.C.  Forbes 


Ambition  is  a  lust  that  is  never 
quenched,  but  grows  more  inflamed 
and  madder  by  enjoyment. 
Thomas  Otway 


Art  may  make  a  suit  of  clothes,  but 
nature  must  produce  a  man. 
David  Hume 


He  who  knows  no  guilt  knows  no  fear. 
Philip  Massinger 


It  takes  all  sorts  of 
people  to  make  a  world. 
Douglas  Jerrold 


The  shrill-edged  shriek  of  a  mother. 
Alfred  Tennyson 


The  slave  has  but  one  master;  the 
man  of  ambition  has  as  many  as  there 
are  people  useful  to  his  fortune. 
Jean  de  la  Bruyere 


Thou  seekest  disciples? 
Then  thou  seekest  ciphers. 
Friedrigh  Nietzsche 


My  son  Hannibal  will  be  a  great 
general,  because  of  all  my  soldiers 
he  best  knows  how  to  obey. 
Hamilcar 


Most  people  judge  men  only  by  their 
vogue  or  by  their  fortune. 
La  Rochefoucauld 


I  believe  in  the  sacredness  of  a 
promise,  that  a  man's  word  should  be 
as  good  as  his  bond;  that  character — 
not  wealth  or  power  or  position — 
is  of  supreme  worth. 
John  D.  Rockefeller 


More  than  3,000  "Thoughts,  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue.  New 
York,  NY.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Chester  A  Ackley,  Michigan  City, 
Ind.  What's  your  favorite  text?  The  Forbes 
Scrapbook  ol  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used 


For  promotion  cometh  neither  from  m 
east  nor  from  the  n  est,  nor  from  ffl 
south.  But  God  is  the  judge:  he  putm 
down  one.  and  setteth  up  another. 
Psalms  75:6.7 


- 
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Measur  your  roll  towel  leftovers 
and  see  how  nany  hand-dries  you  can  sa\  s 
with  the  new  Commander  I  Cabinet 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  700-foot  roll  while  the  stub  roll- 
up  to  31/2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  I 
And  because  you  can  get  up  to  830  !ir 
feet  of  uninterrupted  towel  service, 
Commander  I  can  lessen  the  chance  of  rut 
outs  and  may  help  reduce  your  maintenar 
costs— by  requiring  fewer  refills  than  sir 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Cor 
mander  I  Cabinet  can  help  you  reduce  rc 
towel  waste  and  provide  more  uninterrupti 
towel  service,  write  us  on  your  busir 
letterhead.  We'll  send  one  of  our  sales  repr 
sentatives  over  with  a  sample  cabinet 
Commander  I  Savings  Scale  to  show  you 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


The  Waste  Watchers 


4 


Fort  Howard 
paper  Saver 


Congratulations! 

you  reu.ing  event  inch 
of  roll  towel  you  buy. 
CORE  S.ZE=1  inch 


VJfe  re  the  only 
IIS.  airline  that  can  honestly 
promise  youlhe  world. 


It's  true  for  the  simplest  of  reasons: 
we're  the  only  airline  that  flies  to  all  parts  of 
the  world  from  America. 

84  cities  in  58  countries  on  6  continents. 
Our  flights,  even  to  the  most  far-flung  places,  are 
scheduled  frequently  enough  so  that  every  three  minutes, 
somewhere  in  the  world,  a  Pan  Am  plane  is  either  taking  off 
or  landing.  And  more  often  than  not,  that  Pan  Am  plane,  whether  you're 
a  passenger  or  you're  shipping  cargo,  is  a  big,  roomy  747. The  plane, 
we're  told,  that's  the  most  preferred  by  international  travelers. 

The  next  time  you're  traveling  abroad,  ask  your  travel  agent  or 
your  corporate  travel  manager  to  put  you  on  Pan  Am.  It'll  make 
things  a  lot  easier.  M 
Promise. 


Americas  airline  to  the  world. 
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If  you're  in  the  market 
for  a  desk-top  copier, 

you  don't  have  to  settle 
for  a  desk-top  copier. 


i 


If  you  have  $5,000 
or  $6,000  earmarked  for 
a  Savin*  desk-top  copier 
or  a  Xerox'181 3100,  you 
can  spend  it  on  a  full-size 
copier  and  still  have  some 
money  left  over. 

Because  now  you  can 
buy  a  Pitney  Bowes  PBC®  I 
Copier  for  $4,995. 

Which  makes  this  the 
right  place  to  ask.  "what's  the 
catch?" 

Well,  the  answer  is,  "there  isn't  any 
catch" 

For  $4,995,  you  get  a  remanufactured 
Pitney  Bowes  PBC  Copier  and  the  same  complete 
warranty  as  any  Pitney  Bowes  product. 

The  PBC  holds  twice  as  much  paper  as  the  Savin  or 
the  Xerox.  It  copies  almost  twice  as  fast.  It  turns  out  clean 
sharp  copies.  It  copies  on  ordinary  plain  bond  paper, 
even  on  your  own  company  letterhead. 

And  the  Pitney  Bowes  employed  and  trained  service 
network  means  service  when  you  need  it  from  over  600 
locations  throughout  the  U.S.  and  Canada. 

Which  means  there's  far  more  reason  to  buy  the 
PBC  than  just  the  lower  price. 

And  we  know  exactly  what  you  can  do  with  the  money 
you  save. 

Keep,  ||  PjtneyBowes 


For  more  information,  call  toll-  free  any  time  800-243-5676 
(In  Conn  1-800-882-5577)  or  send  in  this  coupon 
Pitney  Bowes 

1788  Crosby  St.,  Stamford,  Conn  06904 

Name  

Company/Title  

Street  

City  

Phone  


.State. 


.Zip. 


Postage  Meters.  Mailing  Systems.  Copiers.  Labeling  and 
Price  Marking  Systems 


Registered  Pitney  Bowes  trademark  Savm^.Registered  trademark  of  Savin  Business  Machine  Corp  Xerox  8  Registered  trademark  of  Xerox  Corp.  This  offer  limited  to  inventory  availability 
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two  feet  at  up  I 


Our  Track  Geometry  Car  plays  a  key 
role  in  the  maintenance  of  our  more 
than  14,000  miles  of  roadway  trackage. 
Because  this  $625,000  unit  gives  us 
the  clearest  picture  of  track  conditions 
possible. 

Its  12  measuring  wheels  speed 
along  many  miles  of  our  service  route 
trackage  every  day,  instantly 


analyzing  track  for  alignment,  cross- 
level,  smoothness,  gauge,  required 
surfacing  and  relative  rail  heights  — 
every  two  feet! 

The  data  is  fed  into  a  mini-com- 
puter aboard  the  car,  and  the  printouts 
enable  our  track  forces  to  pinpoint 
locations  needing  attention, 
and  to  establish  priorities  for  our 


continuous  maintenance  progra 
Last  year,  we  installed  over  69C 
miles  of  rail  and  1.8  million  ties 
For  1978,  we  plan  to  spend  a  i 
$274.6  million  to  keep  our  tracV 
roadway  and  structures  in  top  c 
tion  to  serve  the  needs  of  indus\ 
more  efficiently  and  safely. 
With  fast  intermodal  trains  thai 


kes  six  measurements  every 
)  miles  per  hour! 
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:ional  shipping  through  36  ports- 
y  which  we  serve  on  the  West 
Gulf  Coast  and  Mexican  border. 
1  special  "unit  trains"  to 
luge  quantities  of  one  commod- 
al,  oil,  fresh  produce,  wheat  — 
v  and  economically. 
I  cross-country  "run-through" 
hat  bypass  congested  inter- 


change points  and  yards,  to  speed  ship- 
ments via  connecting  carriers  to  major 
markets  in  the  Midwest  and  East. 

We  also  serve  our  shippers  with  truck 
lines  that  stretch  from  Portland,  Oregon, 
across  the  West  and  Southwest  to  the 
Mississippi.  And  the  largest  privately 

wave  network  Were  making  tracks  for  the  future. 


in  the  nation. 

In  every  phase  of  our  business,  we 
aim  for  the  most  efficient,  reliable 
and  economical  services  possible. 
Today  — and  tomorrow. 

Southern  Pacific. 
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President  Flaherty 


As  we  went  to  press,  Senior  Editor 
Boh  Flaherty,  44,  was  putting  the 
finishing  touches  not  on  another  of  his 
distinguished  efforts  for  Forbes  hut 
on  preparations  for  the  annual  spring 
dinner  on  May  17  of  the  New  York 
Financial  Writers  Association.  As 
president  of  the  association  this  year, 
Flaherty  arranged  to  have  as  guest 
speaker  James  T.  Mclntyre  Jr.,  Bert 
Lance's  successor  as  director  of  the 
White  House's  Of- 
fice of  Management 
&  Budget. 

Though  the  Fi- 
nancial Writers  As- 
sociation is  best 
known  to  the  busi- 
ness world  for  its  au- 
tumnal Financial 
Follies,  a  deter- 
minedly unsubtle 
and  raucous  bur- 
lesque of  the  people 
and  events  that 
make  business  and 
financial  news  each 
year,  it  was  actually 
created  for  a  more 
elevating  purpose: 
to  improve  the  qual- 
ity of  business  jour- 
nalism. And  Fla- 
herty takes  that 
purpose  most  seri- 
ously- He  plays  an  active  role  in  the 
association's  scholarship  program  and 
in  its  seminars  on  the  craft  run  for 
aspiring  students,  as  well  as  in  coun- 
seling of  young  people  seeking  ca- 
reers in  our  field. 

There  is  virtually  no  agreement  on 
what  makes  a  journalist,  let  alone  a 
business  journalist.  But,  in  retro- 
spect, Flaherty's  background  may 
well  be  an  archetype.  A  scholarship 
student    at    Harvard    College,  he 


Bob  Flaherty 


graduated  magna  cum  laude  in  eco- 
nomics and  managed  also  to  study 
short-story  writing.  Then  he  spent 
five  years  with  New  England  Tele- 
phone &  Telegraph  Co.  doing  cash- 
flow planning  before  returning  to 
Harvard  to  earn  an  M.B.A.  with  dis- 
tinction in  finance  in  1961. 

A  few  weeks  later  Flaherty  joined 
Forbes,  where  he  s  been  ever  since. 
His  27  cover  stories,  only  a  fraction  of 
his  output,  are  a 
prodigious  accom- 
plishment. They 
demonstrate  the 
thorough  research 
and  analysis  of  an 
observer  trained  in 
business-school  case 
histories  and  the 
creative  human  in- 
sights of  a  short-sto- 
ry writer.  His  spe- 
cial contributions  to 
Forbes'  60th  anni- 
versary issue  (Sept. 
15,  1977)— Great 
Businessmen  and 
Frauds  and  Fail- 
ures-— expressed  his 
remarkable  knowl- 
edge of  the  glories 
and  nuttiness  of 
business  history. 
What  most  ex- 
cites Flaherty  in  his  work  is  to  write 
about  a  subject  that  hasn't  been  cov- 
ered before  so  that  he  can  observe 
and  evaluate  on  his  own  without  be- 
ing influenced  by  what  others  have 
seen  and  written.  Teledyne  Corp. 
was  one  of  Flaherty  s  many  outstand- 
ing "discoveries.'  He  has  written 
about  it  a  half  dozen  times.  "I  like  to 
keep  coming  back  to  subjects,"  he 
says,  "to  see  how  they  have  changed 
and  evolved.  " 
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Fifteen  yeabs  ago,  surgically  im- 
planted heart  valves,  intraocular 
lenses  that  restore  sight  after  cataract 
removal  and  total  knee  replacements 
made  of  steel — spare  parts  for  hu- 
mans— were  little  more  than  labora- 
tory curiosities,  available  to  only  a 
few.  Today  (see  p.  52)  such  devices 
are  within  reach  of  most  people  who 
need  them. 

The  process  by  which  a  technical 
marvel  in  a  lab  becomes  a  commodity 
in  the  marketplace  is,  to  an  important 
extent,  the  routine  pursuit  of  profit. 


That's  what  motivated  small,  private 
companies  and  later  larger,  public  ones 
to  invest  the  capital  to  produce  labora- 
tory -proven  human  spare  parts  in  large 
numbers  and  bring  them  to  market.  In 
doing  so,  risks  were  taken.  It's  a  useful 
reminder  that  the  pursuit  of  profit  is 
not  necessarily  in  conflict  with  life's 
other  goals.  (For  such  reasons  Fobbes 
plans  a  special  advertising  section  on 
executive  fitness  for  this  fall,  with  a 
special  commentary  by  Dr.  Paul  S. 
Entmaeher,  chief  medical  director  of 
Metropolitan  Life  Insurance  Co.)  ■ 
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m  United  Airlines 
brings  cargo  prices 

th. 


down  to  ear 


Save  up  to  40% 
„    with  our  new  ,t 
Cargo  Super  Savers 

New  round-the-clock  widebody  container  savings  program. 

One  low  flat  charge  in  all  widebody  markets 
for  every  container  type— gives  you  discounts  up  to  30%. 

Volume  discounts  can  give  you  additional  savings  up  to  10%. 

No  time-of-tender  restrictions. 

Truck  rates,  at  jet  speeds,  on  all  widebody  flights. 

More  widebody  flights  than  any  other  airline. 

The  first  significant  new  air  cargo  product  and 
pricing  breakthrough  since  de-regulation. 

Call  your  local  United  Air  Cargo  office  for  details. 

Think  Big.lhink  United. 

uniTED  ASRLineS  CARGO 

Subject  to  C.A.B.  approval. 
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Edited  by  JOHN  A.  CONWAY 


Dallas:  Will  the  automobile  always  rule? 


King  Car 

Even  Texas,  where  the  automobile  is 
king  of  the  road,  is  starting  to  worry 
about  traffic  in  its  big  cities.  Dallas  plan- 
ners are  talking  about  a  $70-million 
mass-transit  system  that  would  use  rail- 
road rights-of-way  belonging  to  the  Katy 
and  Southern  Pacific  lines  for  high-speed 
busways  into  the  city.  (The  railroads,  not 
surprisingly,  ruled  out  commuter  trains.) 
In  Houston,  where  the  Katy's  tracks  par- 
allel the  increasingly  crowded  freeway  to 
the  west,  the  city  fathers  are  dickering 
with  the  railroad  over  a  similar  mass- 
transit  scheme.  Both  plans  are  still  on 
paper  but,  judging  by  experience  else- 
where, Texas  drivers  will  probably  keep 
right  on  riding  the  same  old  range.  The 
Port  Authority  of  New  York  &  New  Jer- 
sey, for  instance,  jacked  up  tolls  on  its 
bridges  and  tunnels  into  the  city  a  few 
years  ago  and  launched  an  allout  cam- 
paign to  lure  drivers  into  car  pools.  The 
result?  In  1976,  71.7  million  cars  used 
the  crossings;  in  1977,  even  with  charges 
up  from  $1  to  $1.50,  72.8  drivers  used 
the  Port  Authority's  bridges  and  tunnels. 
Car  pools — which  entitled  users  to  far 
lower  tolls — stayed  put  at  about  1  million 
for  both  years. 

Bank  Versus  Bank 

Federal  Reserve  Board  Chairman  G. 
William  Miller  had  first  to  win  a  closed- 
door  battle  before  issuing  that  recent 
decree  allowing  commercial  banks,  at  a 


customer's  option,  to  transfer  funds  auto- 
matically from  savings  to  checking  ac- 
counts. Miller  insisted  that  the  new  ser- 
vice (to  take  effect  this  fall)  carry  no 
government-imposed  fee  (although  the 
banks  could,  if  they  chose,  impose  fees), 
a  proposal  that  drew  initial  nays  from 
three  of  his  six  fellow  governors.  Miller 
carrie*d  the  day  after  arguing,  "I  think  we 
regulate  too  much."  The  opposition 
wanted  the  fee  to  protect  savings  and 
loan  associations.  To  block  the  move,  the 
S&Ls  are  ready  to  file  suits  against  both 
the  Fed  and  the  Federal  Deposit  Insur- 
ance Corporation,  which  has  also  adopt- 
ed the  Miller  proposal.  The  S&Ls  argue 
that  the  automatic  transfers  mean,  in 
effect,  that  their  commercial  rivals  will 
be  paying  interest  on  checking  accounts. 
That,  the  S&Ls  say,  constitutes  unfair 
competition. 

Who  Pays  Whose  Pension? 

While  Washington  has  started  to  fret 
anew  about  how  to  help  ailing  private 
pension  funds,  a  ready-made  precedent 
can  be  found  in  the  government's  own 
account  books.  In  1974,  when  one  of  the 
biggest  private  retirement  systems,  the 
Railroad  Pension  Fund,  ran  into  trouble, 
Congress  solved  its  problems  by  voting 
to  give  it  $285  million  annually  for  25 
years.  It  did  so  despite  the  1972  finding 
by  an  independent  commission  on  rail- 
road retirement  that  "the  federal  govern- 
ment is  not  responsible  for  any  of  the 
financial  disabilities  of  the  rail  pension 
system."  Details  of  that  bailout  are  the 
centerpiece  of  a  study  made  by  a  Wash- 
ington economic  consultant  firm  for  the 
Water  Transport  Association.  The  barge 
operators  who  make  up  the  WTA  had 
obvious  motives  and  are  using  the  study 
to  prove  that,  though  they  use  God  s 
rivers  and  the  government's  canals,  rail- 
roads are  just  as  heavily  subsidized. 
(WTA  President  John  Creedy  has  al- 
ready noted  that  the  aid  to  rail  pensions 
about  equals  what  the  Corps  of  Engi- 
neers spends  on  waterways.)  Nonethe- 
less, as  the  only  private  pension  system 
with  a  federal  subsidy,  the  railroad  fund 
is  plainly  a  precedent  for  other 
supplicants. 

New  On  The  "Telly" 

Britain's  Post  Office  has  shaved  a  year 
off  the  original  schedule  for  its  "View- 
data" service,  which  will  give  telephone 
and  television  customers  access  to  an 
initial  supply  of  250,000  "pages"  of  infor- 
mation ranging  from  stock  market  prices 
to  sports  results.  The  Post  Office  is 


spending  an  immediate  $10  million  to  set 
up  ten  Viewdata  centers  in  London  and 
at  least  two  other  cities,  and  expects  to 
get  the  system — for  which  a  total  of  $45 
million  has  been  ticketed — into  oper- 
ation by  early  1979,  a  year  ahead  of 
expectations.  The  Post  Office,  which 
owns  Britain's  telephones  and  licenses 
its  TV  sets,  invented  Viewdata,  and  eight 
British  firms  are  ready  to  sell  11  different 
models  to  use  it.  For  the  price  of  a  phone 
call  and  fees  for  certain  special  informa- 
tion, the  owner  of  a  color  TV  set  with  the 
proper  attachment  can  dial  for  informa- 
tion from  sources  ranging  from  newspa- 
pers to  the  Department  of  Prices  &  Con- 
sumer Protection.  In  all,  150  firms  have 
signed  on  as  data  sources.  Each  will  pay 
an  annual  fee  of  $4.50,  plus  $1.80  annual- 
ly per  page  for  storage  charges  (which 
they  eventually  recover  from  the  user 
charges).  And  within  two  years,  the  Post 
Office  says,  business  users  will  have 
desktop  sets  that  can  both  send  and  re- 
ceive messages,  besides  picking  up 
Viewdata. 

Industrial  Odyssey 

Besides  writing  a  new  chapter  in  sea- 
going operations,  Daniel  Ludwig,  the 
reclusive  tanker  king,  may  also  have  pio- 
neered a  radical  new  way  of  supplying 
advanced  technology  to  out-of-the-way 
developing  nations.  A  15,000-mile  odys- 
sey  from  Kure,  Japan  to  the  junction  of 
the  Jari  and  Amazon  rivers  has  just  end- 
ed, and  Brazil  has  a  brand-new,  $200- 
million  pulp  plant.  Ludwig  had  the  en- 
tire complex  built  in  Japan  on  two  huge 
barges,  one  for  the  pulp-making  installa- 
tion, the  other  for  its  power  plant.  Two 
oceangoing  tugs  from  the  Smit  Interna- 
tional fleet  towed  the  behemoths,  each 
stretching  almost  four  city  blocks  in 
length,  from  Japan,  around  the  Cape  of 
Good  Hope,  to  their  prefabricated  river- 
side site  on  the  Amazon.  True  to  form, 
the  secrecy-loving  Ludwig  allowed  no 
stops  in  port  during  the  entire  journey. 

Rating  The  CPA 

Who  has  the  highest — and  the  low- 
est— opinion  of  public  accountants 
among  corporate  financial  officers,  pro- 
fessors, directors'  audit  committees, 
lawyers,  nonauditing  CPAs  and  the  in- 
vestment community?  A  new  survey, 
conducted  by  New  York's  Reich  man  Re- 
search, Inc.  for  Deloitte  Haskins  & 
Sells,  one  of  accounting's  "Big  Eight," 
found  the  biggest  doubters  to  be  invest- 
ment bankers  and  securities  dealers.  On 
the  key  point  of  "confidence  in  public 
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In  the  real  world, 
machines  go  down. 

Service  is  the  key 
So  we  chose  Kodak" 


Alex  Yozzo 
of  Airco 

Mr.  Yozzo  is  manager  of  the 
administrative  systems  group 
for  the  industrial  gases  divi- 
sion of  Airco,  Inc.,  at  Murray 
Hill,  N.J.  Major  customers  for 
Airco's  line  of  industrial  gases 
are  in  the  steel  and  the  food 
industries.  Airco  must  be  able 
to  answer  customer  ques- 
tions fast  about  delivery  and 
billing.  Which  is  why  Airco 
sought  a  sophisticated 
microfilm  retrieval  system 
in  the  first  place. 


What  was  the  most  impor- 
tant single  element  when 
you  were  considering  your 
new  system? 

Well,  we  had  a  lot  of  conversa- 
tions with  other  users.  But  it  al- 
ways came  back  to  the  fact 
that  we  wanted  to  make  sure 
we  were  going  with  the  best 
service!  And  the  feedback  we 
were  getting  was  that  Kodak 
could  supply  the  best  service. 

Still,  no  machine  is  perfect. 
Have  you  had  any  service 
problems? 

Our  experience  has  been 
really  good.  Every  time  we've 
called  Kodak  for  service,  the 
Kodak  service  rep  has  gotten 
there  fast.  And  if  he  couldn't 
solve  our  problem,  we'd  have 
Kodak  specialists  from  New 
York  City.  And,  I'm  sure  if  we 
had  needed  them,  they'd  send 
people  down  from  Rochester. 

What  do  you  think  of  Kodak 
Performance  Programs? 

Very  worthwhile!  We  have 
them  for  our  Kodak  equipment. 
And  we've  certainly  gotten  our 
moneys  worth.  I  certainly  am 


impressed  with  the  service  that 
we've  had  from  Kodak. 

To  Airco— as  with  many  other 
Kodak  customers—  the  feeling 
of  security  Kodak  service  pro- 
vides is  a  real  plus.  Kodak  ser- 
vice plus  Kodak  quality  add  up 
to  one  thing:  more  predictable 
performance.  And  what  makes 
it  work  —  month  after  month, 
year  after  year—  is  the  Kodak 
service  representative.  By  train- 
ing and  design,  he  or  she  has 
just  one  responsibility:  making 
sure  Kodak  equipment  works 
the  way  it's  supposed  to. 

For  more  details,  drop  us  a  line. 
Eastman  Kodak  Company, 
Customer  Equipment  Services 
Division,  Dept.  K805,  Rochester, 
N.Y.  14650. 


Kodak  service 
pays  off  in 
performance. 


a  $3000 million 
business  partner 
of  yours 
announces... 

the  Government  of  Australia's 
premier  state  -  New  South  Wales  - 
opens  new  off  ices  in  Los  Angeles 

Our  two-way  trade  with  the  U.S.A.  is  pretty  important  to  us. 
And  getting  even  more  so.  That's  why  our  Premier  is  visiting 
Los  Angeles  in  person  to  officially  open  the  N  S  W.  Government's 
new  West  Coast  offices. 

At  the  same  address  will  also  be  the  new  Australian  Films  Office  Inc. 

(phone  (21 3)  277-6838.  Telex  91 04902603).  Did  you  know 
Australia  had  fifteen  full-length  feature  films  at  this  year's  Cannes 
Film  Festival? 

New  South  Wales,  with  its  capital  Sydney,  is  Australia's  richest, 
most  populous,  most  highly  industrialised  state,  and  could  be  your 
entree  to  the  vast  Pacific  and  Asian  markets.  Let  us  tell  you  about 
us.  Our  new  address  is: 

New  South  Wales  Centre,  Suite  2250,  2  Century  Plaza, 
2049  Century  Park  East,  Los  Angeles,  California  90067. 
Phone  (21 3)  552-9566.  Telex  91 04905953. 


THE  NEW  OFFICES 
OFFICIALLY 
OPENED  MAY  10 
BY  NEVILLE  WRAN 
PREMIER  OF 
NEW  SOUTH  WALES 


'1976/77  total  Australia  exports  toUSA  is$A1. 009.38 1 . 000 
Total  Australian  imports  trom  U  S  A  Is  $A2. 161 ,634,000. 


r  

CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 

I    your  new  address  on  this  form  and  return  it 
with   a   recent   mailing   label   from  the 

I  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on  this 

form  and  check  the  subscription  you  prefer. 

I    □  1  year  $21.00  □  3  years  $42.00  (the 
equivalent  of  one  year  free). 
Pan-American  and  Caribbean  orders,  add  $5 
a  year;  other  foreign,  add  $12  a  year. 

I    Subscription  Service  Manager, 
j    FORBES,  60  Fifth  Avenue, 
|    New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State  Zip 


Trends  

accounting  as  reflected  by  the  large 
firms,"  Reichman  found  that  the  invest- 
ment community  registered  the  least. 
Among  corporate  financial  officers,  for 
example,  76%  said  they  had  "a  great  deal 
of  confidence";  72%  of  accounting  pro- 
fessors said  the  same.  The  62%  score 
among  brokers  and  investment  bankers 
was  the  lowest  among  all  six  groups  can- 
vassed. Similarly,  31%  of  the  corporate 
financial  officers  said  they  had  more  con- 
fidence in  auditors  now  than  they  had 
five  years  ago.  Only  16%  of  the  invest- 
ment community  felt  that  way.  A  possi- 
ble theory  for  the  sour  views  of  bankers 
and  brokers  (the  survey  did  not  delve 
into  motives)  is  that  those  with  direct 
salesman-customer  ties  to  the  public  are 
especially  subjected  to  heavy  fire  when  a 
recommended  company's  books  turn  out 
to  be  not  as  straightforward  as  the  audi- 
tors had  thought. 

MAZDA  RX  7  I 

op  to 

$500.00  | 

over  invoice 

virh.n  300  i»H«  radiui 
of   Springfield,  Mmt. 

Call  Mai  Elmasiaa  | 
RICHARDS  MAZDA  [ 

(413)  732-2167 

!  .wninwmiwiNiHwitiliiimmimimrmHiinulinm,? 


WANTED 

MAZDA  RX-7'S 
$500.00 

OVER  INVOICE 

We  Piekuo  All  U.  S. 
Call:  DAVE  EDRICH 

LYNN  IMPORTS 

HEMPSTEAD,  NEW  YORK  11550 

Ph:  (516)  292-9770 


Hunger  Pangs:  Ads  in  Automotive  News. 


Seller's  Market 

Japan's  Prime  Minister  Takeo  Fukuda 
may  have  just  promised  Jimmy  Carter  to 
cut  back  on  exports  of  his  country's  auto- 
mobiles, but  it  won't  be  easy.  U.S.  de- 
mand for  Japanese  cars  will  be  a  powerful 
factor  against  Fukuda's  plans.  Toyo  Ko- 
gyo,  for  example,  has  just  introduced  its 
new  rotary-powered  RX-7  Mazda  and  its 
American  dealers  are  already  screaming 
for  supplies.  Back  orders  among  the  631 
U.S.  Mazda  outlets  already  have  passed 
the  6,000  mark  and  the  cars  haven't  yet 
reached  the  showrooms.  Some  hungry 
dealers,  in  fact,  have  started  advertising 
for  the  new  sports  car,  promising  to  pay 
$500  over  the  invoice  price.  The  top  of 
the  RX-7  line,  a  five-speed  transmission 
model,  carries  a  suggested  retail  price  of 
just  under  $7,000.  ■ 
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eter  Bleyler,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view: 


"We're  way  ahead  in  projecting  how  new  retirement  laws 

affect  benefits  planning" 


"Our  computer  operation  is 
ready  able  to  project  accurately  the 
langes  in  the  Social  Security  law 
id  tell  clients  what  they  need  to 
low:  not  only  the  employer  cost  of 
ie  Social  Security  tax  but  also  its 
nancial  impact  on  their  benefits 
•ograms.  We're  also  counseling  on 
ie  effect  of  the  new  mandatory 
itirement  age.  From  the  client's 
)int  of  view,  pensions,  life  insur- 
lce,  medical  plans  and  disability 
icome  programs  could  all  be 


problem  areas." 

Working  from  a  client's  point  of 
view  is  our  way.  In  St.  Louis,  where 
Pete  Bleyler,  F.S.A.,  is  a  consulting 
actuary.  And  in  over  110  cities  here 
and  overseas.  That  means  working 
as  allies,  solving  business  problems 
together.  Our  Human  Resource 
Management  experts  not  only  coor- 
dinate benefits  planning  to  avoid 
costly  overlapping,  but  they're  on 
top  of  late-breaking  governmental 
regulations. 


We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  finan- 
cial services  business.  We  have  the 
facilities,  expertise  and  strength  to 
act  as  effective  allies.  We  work  from 
the  client's  point  of  view  whether 
the  corporation  a  t^.^^^j^^ 

is  large  or  Atexander 
smaii  gAjexander 

The  Allies 


Follow-through 


Calm  On  Capitol  Hill 

A  year  ago  the  June  15,  1977  Forbes 
reported  confidently  that  "some  time  in 
early  fall"  Congress  would  act  on  a  new 
federal  bankruptcy  bill  designed  to  re- 
move some  of  the  inequities  in  the  cur- 
rent skein  of  state  laws  governing  this 
debtor's  escape  hatch  and  to  upgrade  the 
whole  system  of  regulating  debt. 

Half  the  Forbes'  prophecy  has  been 
fulfilled.  On  Jan.  31.  1978  the  House  of 
Representatives  did  pass  H.R.  8200,  the 
final  version  of  what  Representatives 


Don  Edwards  (D-Calif.)  and  M.  Cald- 
well Butler  (R-Va.)  had  proposed  in  Jan- 
uary 1977  as  H.R.  6.  As  advertised,  the 
House  legislated  radical  changes  in  the 
80-year-old  bankruptcy  system.  It 
would,  for  instance,  create  new  federal 
bankruptcy  judges,  instead  of  having 
them  named  by  sitting  district  justices. 

On  the  Senate  side  of  the  Capitol, 
however,  the  world's  most  exclusive  de- 
bating society  hasn  t  even  had  a  chance 
to  talk  about  the  subject.  A  Senate  bank- 
ruptcy bill,  sponsored  by  Senators  Den- 
nis DeConcini  (D-Ariz.)  and  Malcolm 
Wallop  (R-VVyo.),  is  in  the  hands  of  its 
sponsors'  subcommittee,  and  they  hope 
to  give  it  to  the  full  Senate  "by  the  end  of 
the  summer." 

The  DeConcini-Wallop  bill  bears  little 
resemblance  to  the  House-passed  bill 
(meaning  an  inevitable  long  conference 
to  reconcile  differences).  Instead  of  a 
new  class  of  judges,  it  would  upgrade 
bankruptcy  courts  by  having  them  put 
under  the  U.S.  circuit  court  of  appeals,  a 
notch  higher  than  the  district  courts.  It 
also  would  leave  untouched  the  present 
tangle  of  state  bankruptcy  laws.  The 
House  wants  a  uniform  federal  standard 


to  supersede  local  laws  which  permit  a 
bankrupt  Texan,  for  instance,  to  keep  his 
million-dollar  home  out  of  the  court's 
clutches,  while  Vermont's  Dickensian 
code  allows  a  debtor  to  save  only  one 
cow.  States'  rights,  in  the  DeConcini 
group's  vieWj  are  sacred. 

The  odds  against  any  Senate  action,  in 
fact,  are  long.  Though  the  marathon  Pa- 
nama Canal  debate  has  finally  ended,  the 
Senate  faces  one  just  as  tedious  on  the 
House  labor  bill,  and  it  still  has  to  see 
and  act  on  high-priority  matters  like  en- 


ergy and  taxes.  And  if  the  Senate  cannot 
get  around  to  bankruptcy?  Then  H.R. 
8200  will  die  with  the  95th  Congress  and 
the  whole  process  must  begin  anew. 

The  Mushroom's  Growth 

Last  summer  Forbes  (July  15,  1977) 
discovered  the  mushroom  industry, 
which  Quaker  farmers  had  started  in 
Pennsylvania  at  the  turn  of  the  century. 
Big  companies  such  as  Ralston  Purina, 
Castle  &  Cooke  and  Amfac,  the  sugar- 
seafood-hotel-merchandising  complex, 
were  moving  in,  Forbes  reported,  and 
their  mass-marketing  techniques  were 
transforming  the  lowly  fungus  from  a 
gourmet  garnish  into  a  staple. 

The  mushroom's  growth  has  contin- 
ued. For  the  year  ending  July  30,  1977 — 
the  last  official  measurement — U.S.  pro- 
duction reached  347  million  pounds, 
worth  $256  million,  with  fresh  mush- 
rooms accounting  for  152  million 
pounds,  a  6%  increase.  The  giants  are 
still  coming  in  and  expanding  (Campbell 
Soup  has  just  bought  two  farms  for  fresh 
mushroom  production);  the  smaller  ones 
are  holding  their  own — so  far.  All,  how- 
ever, are  running  into  serious  problems 


with  the  raw  materials  needed  to  grow 
their  tricky  crops. 

Mushrooms  are  grown  commercially 
in  dark,  humid  buildings  in  compost  cre- 
ated from  horse  manure  and  straw.  Both 
are  in  short  supply.  The  price  of  straw, 
for  example,  has  jumped  from  $30  a  ton 
to  $100  a  ton  in  a  year.  In  the  Northeast, 
where  Ralston  and  Castle  &  Cooke  have 
set  up  10-million-pound-a-year  plants, 
the  horse  is  a  vanishing  breed.  (Cattle 
manure  doesn't  work  for  mushrooms, 
though  experiments  are  under  way  to 
make  it  viable.)  Straw  supplies  have 
shrunk  because  fewer  farmers  now  both- 
er to  produce  it. 

The  pecking  order  around  mushroom 
farms  has  already  changed.  Last  year 
Forbes  ranked  Butler  County  Mush- 
room Growers,  located  ideally  in  an  old 
limestone  mine  near  Pittsburgh,  as  the 
top  producer,  with  42-million-pounds-a- 
year  production  for  both  fresh  and 
canned  markets  and  sales  of  $35  million. 
Ralston  Purina  alone  claims  yearly  capac- 
ity of  70  million  pounds. 

Butler  s  President  John  Yoder,  none- 
theless, professes  to  be  unconcerned. 
"We  are  selling  all  we  can,"  he  says,  but 
adds  that  while  Butler  used  to  be  a  na- 
tional marketer,  "market  growth  dictates 
we  can  only  satisfy  our  own  region."  The 
region,  however — a  midwest  area  that 
includes  Chicago,  Detroit,  Buffalo, 
Cleveland  and  Pittsburgh — should  keep 
Yoder's  underground  farm  thriving. 

Do  Figures  Lie? 

Does  business  with  a  capital  "Big"  pay 
more  or  less  taxes  than  business  with  a 
capital  "Small"?  The  Feb.  20  Forbes 
reported  that  a  two-year-long  U.S.  Trea- 
sury study  of  more  than  200,000  1972  tax 
returns  showed  that  the  bigger  the  busi- 
ness, the  harder  the  tax  bite. 

Senator  Gaylord  Nelson  (D-Wis.), 
who  heads  the  Senate  Select  Committee 
on  Small  Business,  now  charges  that 
Forbes  was  wrong  and  says  that  the 
Treasury  study  (which  had  been  made  at 
his  request)  proves  it.  Nelson  pins  his 
argument  on  one  line  in  a  table  in  the 
report  which  the  Treasury  actually  put  in 
solely  to  demonstrate  that  the  figures  in 
it  were  "misrepresentation  of  fact." 

The'  disparity  apparently  arises  in  de- 
fining income.  Nelson  would  count  only 
what  Internal  Revenue  considers  taxable 
income.  Forbes,  along  with  the  Trea- 
sury and  most  other  tax  analysts,  thinks 
that  items  like  the  50%  of  capital  gains 
excluded  for  tax  purposes  still  count  as 
income. 

The  chair  recognizes  the  gentleman 
from  Wisconsin.  ■ 


The  Bankrupt's  Plight:  The  Victorian  gaol  is  gone  but  he  still  has  plenty  of  woe. 


THE  EMERY  FLYTE-PAK. 
NOT  ONLY  DOES  IT  HOLD  MORE  WEIGHT, 
IT  HAS  MORE  WEIGHT  BEHIND  IT 


The  Emery  Flyte-Pak®  is  just  about 
the  biggest  thing  in  small  packages. 

For  unlike  its  lighterweight  compe- 
tition, it  can  take  up  to  five  pounds  of 
practically  anything.  Practically  any- 
where in  the  U.S.  or  Canada. 

Overnight. 

For  just  $10,  airport  to  airport. 
And  it  has  more  than  size  going  for 
it,  it  has  the  name  Emery.  And  Emery 


has  more  offices,  more  people,  more 
flights  and  more  experience  than  any 
other  air  freight  company. 

Plus  a  computer  tracking  system 
that  keeps  its  eye  on  every  package, 
large  or  small,  every  step  of  the  way. 

For  Flyte-Pak  information,  call 
our  tell  free  number,  800-621-2222* 
or  your  local  Emery  office.  If  you're 
already  sold,  just  ask  for  Flyte-Paks. 


They're  easy  to  put  together.  And 
unlike  the  envelopes  offered  by  others, 
they  stay  together. 

So  if  you  have  a  small  package  that 
has  to  be  somewhere  fast,  do  your- 
self a  big  favor.  Call  Emery. 

EMERM 

THE  AIR  FORCE  IN  AIR  FREIGHT. 

•IN  ILLINOIS  CALL  TOLL  FREE  800-972-2666 


Our  companies  profit  from 

good  ideas. 
As  you  can  plainly  see. 


City  Investing  reports 
on  first  quarter  1978  results. 


City  Investing  Company  achieved 
record  revenues  and  earnings  in  the 
first  quarter  of  1978.  All  the  com- 
pany's principal  operations  contrib- 
uted to  this  progress. 

HIGHLIGHTS 

City's  insurance  operations  showed 
substandal  improvement,  reflecdng 
profitable  property  and  casualty  un- 
derwriting and  strong  growth  in  in- 
come from  the  insurance  investment 
portfolio. 

City's  housing  activities  recorded 
vigorous  profit  growth  in  the  quarter, 
reflecting  greater  volume  in  single- 
family  homebuilding  and  mobile 
homes. 

The  company's  international  manu- 
facturing profits  showed  further 
growth,  highlighted  by  performance 
of  City's  operations  in  Belgium  and 
Mexico. 

Air  conditioning  and  water  heater 
manufacturing  and  magazine  print- 
ing also  contributed  to  City's  earn- 
ings growth  in  the  period.  Among 
our  other  operations,  City's  budget 
motel  chain  -  with  record  occupancy 
levels  -  continued  its  outstanding 
profit  growth. 

Reflecting  City's  improved  results 
and  favorable  outlook,  the  Board  of 
Directors  increased  the  quarterly 
dividend  on  common  stock  to  an  an- 
nual rate  of  $1  per  share. 

EXPANSION  UPDATE 

To  provide  for  further  growth ,  City  is: 
•  completing  construction  of  its  $20 
million  plant  at  Milledgeville,  Ga., 


to  double  manufacturing  capacity 
for  air  conditioning  products. 

•  extending  its  Montgomery,  Ala., 
water  heater  plant  at  a  cost  of  $12 
million,  to  add  one  third  to  the 
division's  manufacturing  capacity. 

•  expanding  its  Salem,  Illinois, 
magazine  printing  facility,  in  a  $42 
million  capital  program. 

•  investing  $44  million  in  1978  to 
expand  and  improve  its  budget  mo- 
tel chain,  the  nation's  largest. 

OUR  COMPANIES  PROFIT 
FROM  GOOD  IDEAS 

In  housing,  we  plan,  develop  and 
build  entire  communities.  We  also 


FIRST  QUARTER  ENDED 

March  31,  1978 


make  mobile  homes  and  modular 
units. 

In  manufacturing,  the  skills  that 
made  us  leaders  in  water  heating  and 
air  conditioning  also  enabled  us  to 
introduce  the  Sun  Set  solar  water 
heating  system.  And  the  New  Day 
heat  pump. 

In  insurance,  we're  a  major  property 
and  casualty  underwriter,  specializ- 
ing in  policies  tailored  to  business 
needs . 

Profiting  from  good  ideas  has  helped 
City  Investing  grow  from  $2  billion 
in  sales  to  more  than  $3  billion  in  the 
past  three  years. 


1977  Increase 


Revenues 

$837,031,000 

$687,803,000 

22 

Net  Income 

18,230,000 

11, 976,000'" 

52 

Primary  Net  Income 

Per  Share12' 

.63 

.37 

70 

Net  Income  Per  Share  - 
Assuming  Full  Dilution  21 

.50 

.34 

47 

( 1)  Results  for  the  first  quarter  ended  March  31,  suming  full  dilution  -  were  restated  and  retroac- 

1977,  have  been  restated  to  give  effect  to  adoption  tively  increased  by  $476,000,  $.03  and  $.02,  re- 

of  Statements  of  Financial  Accounting  Standards  spectively,  for  the  quarter  ended  March  31, 1977. 

Nos.  13  and  19,  requiring  capitalization  of  certain  I  2  I  Average  primary  shares  were  22,678,000  and 

lease  obligations  and  the  use  of  a  form  of  success-  21,824,000  for  the  three  months  ended  March  31, 

ful  efforts  method  of  accounting  for  oil  and  gas  1978  and  1977,  respectively.  Average  shares, 

investments.  As  a  result,  net  income,  primary  net  assuming  full  dilution,  were  37,123,000  and 

income  per  share  and  net  income  per  share  -  as-  36,272,000  for  the  same  respective  periods. 


SUMMARY  RESULTS  (UNAUDITED) 


c  City  Investing 


Get  china  on  your  way  to  New  Zealand. 


When  you  fly  first-class  on 
Air  New  Zealand,  you'll  feel  like 
a  guest  in  a  fine  private  club.  Every 
meal  is  served  on  real  china  touched 
with  gold.  Along  with  crested 
European  glassware,  heavy  cutlery, 
and  creamy  linen  tablecloths. 
In  economy,  you  dine  from  hand- 
some earthenware. 

When  it  comes  to  spoiling  our 


guests,  we  really  do  it  right.  With 
excellent  wines  and  cuisine.  And  a 
gracious  cabin  crew  that  has 
helped  create  a  legend. 

Every  night,  one  of  our  big, 
luxurious  DC-lOs  flies  from  Los 
Angeles  home  to  New  Zealand. 
Then  on  to  Australia. 

We  also  fly  to  the  other  magic 
islands  of  Our  South  Pacific— 


Tahiti,  Fiji  and  Rarotonga. 

Some  enchanted  evening,  join 
us.  And  discover  china  on  the  way 
to  New  Zealand. 

Your  travel  agent  or  corporate 
travel  department  can  make  the 
arrangements. 

Or  call  us  toll-free  for  more 
information  at  (800)  421-0066.  In 
California,  (800)  252-0101. 


air  ntw  zeaiano 
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Forbes:  capitalist  tool 


Readers  Say 


Fuming  About  Farm  Story 

SiR:  Re  your  story  on  the  farm  prob- 
lem and  farm  subsidies  (May  1).  How 
much  is  it  costing  consumers  to  finance 
Forbes'  and  other  media's  special'  mail 
privileges  to  send  out  material  that  shafts 
farmers? 

— Robert  Newby 
Vienna,  Ga. 

SiR:  To  imply  that  the  only  farmers 
currently  facing  a  financial  crisis  are 
those  who  have  plunged  themselves  fool- 
ishly into  debt  is  an  injustice. 

All  other  factors  of  production  have 
risen  as  well  as  land.  If  land  were  free, 
the  estimated  costs  for  producing  a  bush- 
el of  wheat  in  the  U.S.  in  1978  range 
from  $2.31  to  $2.62  per  bushel.  If  land 
costs  are  figured  in  at  current  land  val- 
ues, the  cost  is  increased  by  $1.30  per 
bushel,  giving  a  range  of  $3.61  to  $3.92 
per  bushel  in  total  breakeven  costs.  To 
return  to  the  "normal"  prices  for  farm 
commodities  mentioned  in  your  article 
would  break  most  farmers. 

Concerning  the  Emergency  Farm  leg- 
islation, the  article  states  that  it  "could 
raise  food  prices  by  20%,  a  $49-billion 
tax  on  the  consumers."  The  Congres- 
sional Budget  Office  estimated  that  my 
bill  could  have  resulted  in  an  increase  of 
1  %  in  the  CPI  for  all  food,  an  increase  in 
the  food  bill  for  a  family  of  four  of  less 
than  $2  per  week. 

— Bob  Dde 
U.S.  Senate 
Washington,  D.C. 

SiR:  Farm  products  produce  the  big- 
gest dollar  earnings  overseas.  The  avail- 
ability of  grain  for  export  cannot  be 
maintained  if  America's  farmers  are  rel- 
egated to  only  being  residual  suppliers  of 
the  world  s  need,  producing  their  grain 
for  not  more  than  they  received  25  years 
ago  and  one-half  as  much  as  the  farmer  in 
virtually  every  other  Western  nation 
receives. 

— Mark  Andrews 
House  of  Representatives 
Washington,  D.C. 

SiR:  The  farm  cover  of  your  May  1 
issue  clearly  showed  that  the  tractor  has 
its  tires  mounted  backwards,  which  re- 
sults in  a  great  diminution  of  power  that 
can  be  applied.  Is  diat  the  way  you  fel- 
lows farm  on  Fifth  Avenue? 

— Thomas  F.  Bullock 
Milmay,  N.J. 

Livid  Libbers 

SiR:  Re  your  Fact  and  Comment  on 
"Before  Women's  Lib"  (May  1).  Before 


Women's  Lib,  I  wouldn  t  have  read  your 
magazine.  I  do  not  feel  it's  a  put-down  to 
be  able  to  cook  a  meal,  but  do  feel  that 
your  opinion  is  a  put-down.  Cancel  my 
subscription.  There  are  many  other  fine 
financial  publications  which  I  can  read 
and  share  with  my  husband. 

— Barbara  C.  N orris 
Bloomfield,  N.J. 


Sir:    .  . 
amount  of 
insulted. 


contained 
chauvinistic 


an  excessive 
trivia.    I  was 


— Betsy  Davis 
San  Francisco,  Calif. 


SiR:  Why  don't  you  guys  love  us  liber- 
ated ladies  like  you'd  like  us  to  love  you? 

— Marion  Ozimina 
Cornivells  Heights,  Pa. 

SiR:  Why  don't  you  move  to  Saudi 
Arabia  to  look  for  the  woman  of  your 


dreams?  Cancel 
immediately. 


my  subscription 

-Donna  W.  Shaub 
Fort  Lee,  N.J. 


Gee,  ladies,  I  was  writing  with  tongue 
in  cheek! — MSF. 

How  To  Get  Equality 

Sir:  Re  "If  It's  Enjoyable,  By  God, 
Tax  It"  (Fact  and  Comment,  Apr.  17).  If 
we  could  just  get  Washington  to  worry 
less  about  equality  of  the  masses  and 
more  about  economics,  we  would  have 
more  equality.  The  capitalist  engine  we 
have  in  this  country  is  the  greatest.  Jim- 
my Carter  just  hasn't  located  the  ignition 
switch  yet. 

— Charles  R.  Grantham 
Syracuse,  N.Y. 

Neighboring  Terrorists 

SiR:  Sadat  is  to  be  complimented  for 
his  peace  initiative  (Apr.  17),  but  the  last 
30  years  of  warfare  have  amply  demon- 
strated why  Israel  is  concerned  with  its 
security.  What  would  the  U.S.  do  if  ter- 
rorists from  Mexico  or  Canada  infiltrated 
our  country  and  ruthlessly  murdered 
women  and  children? 

— Arthur  Ginsburg 
Riverdale,  N.Y. 

Correcting  Crown 

SiR:  In  the  story  about  the  Rock  Island 
and  Henry  Crown  concerning  the  sale  of 
Rock  Island's  960-mile  route  from  St. 
Louis  via  Kansas  City  to  Santa  Rosa, 
N.M.  to  Southern  Pacific  for  $57  million, 
Crown  says  SP  would  have  paid  $120 
million  for  this  piece  of  railroad  "under 
the  terms  of  the  merger  I  negotiated 
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with  Union  Pacific  12  years  ago."  Crown 
is  mistaken.  Union  Pacific  had  agreed  to 
sell  2,846  miles  of  Rock  Island  lines  to 
Southern  Pacific  after  its  merger  with 
Rock  Island  for  $120  million.  The  agree- 
ment Rock  Island  has  with  SP  involves 
about  a  third  of  the  track  mileage  con- 
templated in  the  UP-SP  deal  for  $57 
million — about  half  the  money. 

— Theodore  J.  Zirbcs 
Manager,  Public  Relations, 
Chicago  Rock  Island  &  Pacific  Railroad 
Chicago,  III. 

Not  Merely  Technical 

Sir:  In  Follow-through  (Apr.  17)  you 
mention  our  small  but  prestigious  col- 
lege as  a  "technical  school."  We  are  an 
accredited  degree-granting  institution 
offering  degrees  in  engineering,  fine  arts 
and  architecture.  The  museum  you  men- 
tioned was  separated  from  The  Cooper 
Union  in  the  late  1960s  and  became  a 
part  of  the  Smithsonian  Institution. 

— William  R.  Simmons 
Director  of  Development, 
The  Cooper  Union 
New  York,  N.Y. 

Vain  Money  Managers 

SiR:  Now  you  tell  us  (Fact  and  Com- 
ment, Apr.  17)  that  money  managers 
don't  give  a  damn  about  the  money  that 
is  entrusted  to  them,  but  are  only  con- 
cerned about  their  own  vanity. 

I  have  had  a  gut  feeling  all  along  that 
this  was  so. 

— Elizabeth  Brockman 
St.  Petersburg,  Fla. 

More  Production 

SiR:  In  your  Trends  story  "Russia's  Rig 
Rigs"  (Apr.  17)  it  was  mentioned  that  the 
GMC  Truck  &  Coach  division  of  General 
Motors  "produced  54,000  medium  and 
heavy  vehicles  during  the  1977  model 
year."  Total  medium-  and  heavy-duty 
truck  production  at  our  Pontiac,  Mich, 
plants  was  98,000. 

— Frank  Cronin 
Director,  Public  Relations, 
GMC  Truck  &■  Coach 
Pontiac,  Mich. 

Beware  Of  Red 

SiR:  Re  your  "keep  the  orange  roof 
advice  to  Howard  Johnson  (Fact  and 
Comment,  May  1).  Retter  he  should 
have  to  put  up  with  the  poor  service  that 
now  characterizes  his  restaurants.  Paint 
the  roof  any  color  you  want,  but  unless 
service  is  provided,  red  will  be  the  color 
of  the  ink  on  the  profit  statement. 

— John  J.  Prast 
Des  Plaines,  III. 
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The  companies  of  your  pleasure.  1&M  L&M  lights  decade  lark  chf.stekfiei.d  eve 

VELVET  GRANGER  EDGEWORTH  RED  MAN  ALPO  LIVASNAPS  RINSENVaC  BLUE  LUSTRE 
3-MINUTEBRAND  SUPERSTAR  BRITE  J&B  ROYAL  AGES  CATTOS  1ZMIRA  GRAND  MARNIER 
BOMBAY  WILD  TURKEY  CAMPARI  METAXA  PADDY  MURPHY'S  WILD  TURKEY  LIQI  ELR 
STELLA  D  ITALIA  OTARD  PUNT  E  MES  FAZI  BATTAGLIA  BERTANI  ACHAIA  CLAUSS 
CROFT  WEDDING  VEIL  MOILLARD  REM Y- PANNIER  NICOLAOU  CHATEAUX"  BOLSCAUT, 
OLIVIER.  RAUSAN  SEGLA,  AND  ROCST.  MICHEL  PEPSI-COLA  BOTTLING  CO.  OF  FRESNO 


Campari  48  proof  Austin  Nichols  &  Co  .  Lawrenceburg,  Ky,  Bombay  86  prool.  Carillon  Importers  ltd  NYC 
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Shopping  for  fresh  fruit . . . 

shock  absorbers ...  a  ship ...  or  a  tractor? 

Tenneco  delivers. 


The  goods  that  Tenneco  delivers  all  have 
one  thing  in  common:  no  modern  economy 
can  easily  do  without  them. 

FRUITS  AND  VEGETABLES. 

You'll  shop  a  long  time  before  you  find  more 
delicious  fruits,  nuts  and  vegetables  than  the 
Sun  Giant®  brand  marketed  by  Tenneco  West. 

automotive.  Our  Walker  Manufacturing 
makes  exhaust  systems  that  reduce  noise 
pollution,  catalytic  converters  that  reduce 
air  pollution, and  filters  that  reduce  engine 
pollution.  Our  Monroe  Auto  Equipment 
shock  absorbers  make  life's  bumpy  roads 
smoother. 

SHIPS.  Our  Newport  News  Shipbuilding  has 
the  most  sophisticated  shipyard  in  the 
country  and  we  can  build  anything  from 
nuclear  aircraft  carriers  to  supertankers  and 
Liquefied  Natural  Gas  (LNG)  carriers.  We 
can  also  refit  the  cruise  ship  you'll  be  taking 
to  the  Caribbean. 

farm  tractors.  J  I  Case  tractors  are  pulling 
farm  implements  all  around  the  world's  green 
belt.  Besides  power  and  reliability,  Case 
tractors  are  designed  for  the  safety  and 
comfort  of  the  man  behind  the  wheel. 
Closed  cabs,  stereo  and  air-conditioning  are 
available. 


OIL.  If  you're  shopping  for  gasoline  in  the 
South  or  Southeast,  try  a  Tenneco 
self-service  gas  station.  We  also  deliver 
heating  oil  to  distributors  along  the 
Atlantic  Seaboard.  We  get  it  the  hard  way,  by 
doing  our  own  drilling,  offshore  and  onshore 
in  the  U.S.  for  both  oil  and  natural  gas. 

NATURAL  GAS.  By  means  of  the  Blue  Water 
Gathering  System— a  network  of  underwater 
pipelines  we've  helped  build  in  the  Gulf 
of  Mexico— the  output  of  new  deep-water 
natural  gas  wells  is  started  on  the  long 
journey  to  homes  in  the  Northeast  and 
Midwest. 

PACKAGING.  It's  not  glamorous,  In  fact,  it's 
about  the  "squarest"  thing  you  can  think  of. 
But  where  would  we  all  be  without  the 
millions  of  corrugated  boxes  made  by  our 
Packaging  Corporation  of  America? 

CHEMICALS. Tenneco  vinyl  goes  into  many 
everyday  products  like  toys,  records,  credit 
cards,  floor  coverings.  And  you  may  be 
sitting  on  Tenneco  urethane  foam 
(cushions),  sleeping  on  it  (mattresses)  or 
walking  on  it  (carpet  underlay). 

For  more  information  on  the  company  that 
delivers  the  goods,  write  to  Dept.  D-2, 
Tenneco  Inc.,  Houston,  Texas  77001. 


Tenneco 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


MILITARY  POWER?  OUR 

The  U.S.  7th  Army  isn't  even  remotely  capable  of  holding 
off,  or  even  much  holding  up,  a  Red  Army  thrust  into  Western 
Europe.  A  year  and  a  half  ago  Forbes  (Fact  and  Comment, 
Dec.  15,  1976)  commented,  "If  both  the  Pentagon  and  Capitol 
Hill  want  to  be  shocked,  if  not  scandalized,  they  might  seek  a 
trustworthy,  firsthand  report  on  the  state  of  unreadiness  that 
actually  prevails  in  so  many  of  the  'combat  units'  that  the 
Pentagon  plays  strategic  games  with." 

ABC  recently  provided  that  firsthand  report  in  a  compre- 
hensive television  documentary,  "The  American  Army:  A 
Shocking  State  of  Readiness." 

In  its  present  disastrously  dilapidated  condition,  our  7th 


ARMY  IN  EUROPE  ISN'T 

Army's  principal  contribution  to  Western  Europe  s  security  is 
symbolic.  The  overrunning  of  these  200,000  uniformed  Ameri- 
cans would  presumably  trigger  the  only  meaningful  military 
deterrent  we  have  versus  Russia — atomic  bombs. 

I'm  not  even  sure  that  attempting  to  match  Russia's  conven- 
tional military  might  would  be  a  feasible,  affordable  undertak- 
ing. But  we  certainly  shouldn  t  kid  ourselves  that  the  7th  Army 
today  is  in  any  way,  shape  or  form  in  shape  to  stand  off  the  Red 
Masses  of  men,  tanks,  artillery  and  airplanes. 

To  make  the  U.S.  Army  in  Europe  capable  of  performing  a 
fighting  role  rather  than  a  sacrificial  one  ought  to  be  a  Pentagon 
priority. 


ALL  GLORY  TO  THE  FIVE  OF  NINE 


Supreme  Court  justices  who  ruled  that  it's  no  crime  (as  a 
Massachusetts  law  would  have  had  it)  for  a  company  to  spend 
money  to  set  forth  its  views  on  matters  up  for  referendum. 

To  those  who  never  gave  it  a  thought,  the  idea  that  a  company 
has  no  right  to  free  speech  may  seem  absurd.  Yet  in  many  states 
as  well  as  under  assorted  federal  regulations,  it's  a  crime  for  a 


corporation  to  say  what  its  executives  believe  is  warranted  to 
protect  the  money  of  those  who  invested  in  its  shares. 

Just  as  it  is  absolutely  right  to  forbid  corporate  slush  funds  to 
bribe  those  in  public  office,  it  is  absolutely  wrong  to  forbid 
companies  to  openly  state  their  views  on  matters  that  matter  to 
their  profitability — without  which  they  can't  long  survive. 


UNTIL  THE  WEST  COAST  CAN  HANDLE  ALASKAN  OIL 

we  ought  to  be  selling  or  swapping  the  stuff  with  Japan  to  help  Alaskan  oil  flow,  less  is  flowing.  The  Administration  should 

lessen  our  tremendous  trade  imbalance  with  the  Land  of  the  have  the  guts  to  ask,  and  the  Congress  the  wisdom  to  grant, 

Rising  Yen.  permission — perhaps  with  a  time  limit — to  rectify  what  is  a 

Because  the  West  Coast  can  neither  refine  nor  transship  the  costly,  wasteful  and  unnecessary  situation. 

THAT  OIL  COMPANIES  PREFER 


to  be  in  businesses  other  than  energy  on  a  major  scale  I  don't 
think  is  so. 

The  need  for  energy  will  never  cease,  and  never  cease  to 
grow  as  long  as  people  do.  Oil  may  indeed  be  finite  and,  as  its 
cost  grows  infinite,  energy  in  other  forms  from  other  sources 
becomes  more  and  more  feasible. 

Few  know  more  about  energy  than  oil  companies.  The  oil 
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companies  are  energy  companies.  And  if  our  benighted  politi- 
cos  would  permit  it  to  be  done  profitably,  energy — including 
new  sources  of  oil  and  gas — would  soon  be  coming  out  of  our 
ears.  And,  maybe,  even  down  in  price. 

It's  so  elementary.  I  guess  that  accounts  for  the  fact  that 
D.C.  is  so  blamed  slow  in  getting  the  word,  so  slow  to 
understand. 
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SOME  FTC  NINNIES  NOW  PLAN  TO  BE  NANNIES 


There  are  still  a  lot  of  us  around  who  grew  up  Before  TV. 
Though  totally  unexposed  to  TV  commercials,  we  tots  took  to 
sweets,  nagged  for  Animal  Crackers,  Cracker  Jack  boxes  with 
prizes,  as  well  as  Good  Humors  at  the  faintest  sound  of  the 
vendor's  jangling  bells. 

It's  such  utter  nonsense  to  whip  up  hysteria  over  the  impact 
of  TV  commercials  on  Little  Ones — to  the  point  where  the 
(occasionally)  sane  people  at  the  Federal  Trade  Commission 
want  to  exorcise  em  (the  commercials,  not  the  kids). 


Something  always  has  created  and  always  will  create  wants 
in  children.  Parents  always  have  been  and  always  will  be  saying 
"No"  90%  to  99%  of  the  rime.  Where  does  the  FTC  get  off— 
and  all  those  pressure  groups  howling  at  them  to  get  after  TV — 
thinking  it  has  a  Messiahlike  mission  to  preserve  parents  from 
one  of  the  basic  prices  and  pleasures  of  parenthexjd,  i.e., 
nagging  kids? 

You'd  think  there  were  a  few  more  necessitous  and  achiev- 
able goals  for  those  Omniscient  FTC  Overseers  to  pursue. 


"THE  DAYS  WHEN  YOU  COULD  MAKE  A  FORTUNE  ARE  GONE 


Soichiro  Honda 
founder,  Honda 
Motor  Co. 


That  piece  of  crepe  has  been  hung  so 
long  by  so  many  about  the  opportunity 
for  still  achieving  entrepreneurial  riches 
in  America  that  it's  become  as  boring  and 
A     ^-^MLm  trite  as  it  is  patently  untrue.  Almost 

r^*T  since  1  can  remember  reading  or  hearing 

A  B^k         those  professing  to  know  about  business. 
miW  ^^BH      these  seers  have  been  lamenting- 
many  cases,  applauding — that 
Great    Fortunes    could  no 
longer  be  made  because: 
The  economy  was  fully  developed.  .  .  .  big  busi- 
nesses were  so  big  that  other  businesses  could  no 
longer  from  acorns  grow.  ...  if  they  did  sprout, 
the  giants  would  gobble  em 
up.  .  .  .  confiscatory  taxes 
made   getting   and  keeping 
buckets   of  bucks  impossi- 
ble. .  .  .  the  whole  tax  struc- 
ture made  raising  capital  to 
build  businesses  a  hopeless  undertaking. 

It  isn't  that  there  isn't  an  unhealthy  bit 
of  truth  in  those  observations. 

It's  just  that  the  real  entrepreneur  has 


Kenneth  Olsen 
president.  Digital 
Equipment  Corp. 


Ray  A.  Kroc 
chairman. 
McDonald  s  Corp 


Berry  Gordy 
president, 
Motown  Ind. 


always,  in  all  times  and  all  circum- 
stances, had  to  fight  his  (er.  .  ./her)  way 
through,  around,  over  insurmountable 
obstacles.  Almost  by  definition,  isn't  that 
what  we  mean  by  "entrepreneur '? 

It  was  more  fun  than  hard  work  helping 
to  select*  the  first  Five  (shown  here)  to  be 
inducted  into  the  Academy  of  Distin- 
guished Entrepreneurs  which 
was   recently   inaugurated  at 
Babson  College.  America  today 

abounds  with  fortunes  newly  made  by  entrepreneurs 
who  buck,  fight,  beat  and  then  join  the  system.  The 
only  difficult)  was  making  choices  that  would  be 
representative  of  a  wide  spec- 
trum of  personalities,  charac- 
teristics and  areas  of  endeavor. 

These  Five  represent  an 
elite  class — unique,  but  a  class 
that's  far  from  eliminated. 

"The  other  |udges  were  R  Bernard  Alexander,  vice  presi- 
dent and  publisher  of  "Business  Week":  Robert  L  Bartley. 
editorial  page  editor  of  the  "Wall  Street  Journal";  John  A. 
Hornaday,  chairman.  Division  of  Management,  Babson  Col- 
lege; Robert  F.  Lewis,  editor  and  publisher  of  the  "Harvard 
Business  Review";  Anthony  Thomas,  editor  of  "The 
Economist." 


Royal  Little 
founder, 
Textron.  Inc. 


Movies  &  Theatre:  EIGHT  FOR  VIEWING 


High  Anxiety— A  mostly  very  humorous  spoof  of  the  famed 
Hitchcock  suspense-horror  sequences.  As  usual,  though,  15  or 
20  minutes  less  would  make  it  much  better.  Joseph  An- 
drews— The  greatest,  gustiest  good  laugh  since  Tom  Jones, 
which  this  film  is,  by  determined  intention,  a  total  derivative  of. 
September  30,  1955 — This  tale  of  the  impact  on  a  James  Dean 
hero-worshipper  in  a  small  southern  town  of  the  news  of  the 
star's  death  is  no  big  thing  as  films  go,  but  Richard  Thomas' 
aping  of  his  idol  is  uncannily  good.  And  that  slice  of  time  and 
teenage  phase  is  very  well  depicted.  Straight  Time — Nothing 
you've  read,  heard  or  seen  better  explains  the  high  rate  of 
recidivism.  Society's  not  the  culprit;  for  many  cons,  says  this 
film,  compulsion  to  crime  may  be  complex,  but  it's  real.  The 
heavy,  a  parole  officer  played  by  Emmet  Walsh,  and  in-love 
Theresa  Russell  hold  their  own  with  Dustin.  Somehow,  the 
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script  and  the  actors  are  far  better  than  the  movie  itself.  The 
First  Time — A  touching,  so-true  tale  of  adolescent  sex  initiation 
rites.  Perceptive,  untawdry ,  chuckleful  and  upbeat.  It's  a  fine 
French  film  of  a  universal  experience.  Runaways — A  stageful 
of  real  life  runaways  gives  authenticity  in  lieu  of  finesse  to  this 
vibrant  musical.  Some  of  its  tuneful  lyrics  you'll  remember, 
such  as  "Find  Me  A  Hero"  and  "I  Am  The  Undiscovered  Son." 
Family  Business — An  Off  Broadway  hit  that  dramatically  depicts 
what  happens  among  the  four  Stein  brothers  when  Pop  dies  and 
his  will  divvies  up  the  estate — with  strings.  Chile  Today, 
Cuacamole  is  the  89th  Princeton  Triangle  Show.  It's  great  good 
fun  and.  would  y  ou  believe?,  clean,  funny  good  fun.  The  show  is 
scheduled  to  be  seen  this  winter  in  Boston,  Washington, 
Chicago  and  other  cities.  It's  better  n  80%  of  w  hat's  on  and  off 
Broadway  today . 
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THE  WAY  GERALD  FORD  SPOKE 

while  speaking  to  the  many  audiences  eager  these  days  to  have 
the  former — and  maybe  next — President's  views  shows  anew 
what  a  decent  human  this  man  is.  With  his  wife's  hospitaliza- 
tion, plus  her  own  comments  on  the  problem  drinking  had 
become  for  her  as  she  sought  relief  from  other  pain,  the  topic 
would  have  been  difficult  to  ignore.  One  of  Jerry  Ford's  most 
appealing  qualities  is  his  candor  and  the  sense  of  personal 
rapport  that  he  establishes  with  those  with  whom  and  to  whom 
he's  talking.  As  President,  he  was  at  his  worst  when  dissem- 
bling seemed  required  for  reasons  of  state  or  politics. 

Son  Steve  and  I  were  at  a  Republican  fund  raiser  for  his  1976 


OF  BETTY'S  HEALTH  PROBLEMS 

New  Jersey  campaign  manager,  Tom  Kean,  former  Speaker  of 
the  New  Jersey  Assembly,  when  Mr.  Ford  appeared  to  address 
the  group  before  the  Friday  evening  dinner  instead  of  the 
scheduled  after-dinner  time  on  the  program. 

Explained  Mr.  Ford,  "I'm  sure  you'll  all  be  pleased  to  know 
that  Betty's  doing  very  well.  I'm  flying  home  directly  from  here 
because  she  has  been  given  a  weekend  pass  from  the  hospital, 
and  I  can't  wait  to  see  her  reaction  to  the  state  of  things  at 
home.  She's  been  gone  for  two  weeks,  you  know,  and  I've  been 
trying  to  take  care  of  the  place  myself.  So  you  can  imagine  how 
glad  I'll  be  to  have  her  back!" 


A  THANK  YOU  NOTE  WITH  WIT  AND  WISDOM 

We  gave  a  moderate  money  gift  to  the  son  of  good  friends  to 
mark  his  high  school  graduation.  In  due  course  came  this 
thank  you  note,  quoted  in  full:  "Money,  unlike  other  gifts,  is 
very  versatile.   Any  size  is  always  usable.  Thank  you." 


IT'S  MORE  FUN  TO  ARRIVE 

at  a  conclusion  than  to  justify  it. 


THE  BEST  ADVICE 

Refrain  from  giving  any. 


There  is  no  better  example  of  the 
intellectual  bankruptcy  of  the  Carter 
Administration  than  its  current 
"fight"  against  surging  inflation. 

Rising  wages  and  prices  are  more  a 
symptom  of  inflation  than  a  cause,  as 
Forbes  has  pointed  out  on  a  number 
of  occasions  (see  this  column,  Feb. 
20).  Yet  the  Administration  is  treating 
us  to  a  blizzard  of  statements  for  the 
need  of  high-level  corporate  execu- 
tives to  limit  their  raises  to  5%,  for 
companies  not  to  hike  prices  in  the 
face  of  rising  costs,  for  labor  unions  to 
accept  wage  increases  that  would 
mean  a  real  decline  in  take-home  pay. 

The  prime  impetus  for  inflation  is 
social.  The  cost  to  business  of  comply- 
ing with  the  numberless  and  often 
contradictory  regulations  and  rules 
from  the  EPA,  EEO,  FTC,  FCC, 
SEC,  OSHA,  etc.,  runs  into  the  bil- 
lions of  dollars.  Companies  naturally 
try  to  recover  these  outlays  and  that 
usually  means  higher  prices. 

Government  is  not  the  only  villain 
here.  When  juries  make  unreason- 
able liability  awards,  for  example,  in- 
surance companies  write  the  checks 
but  consumers  end  up  paying  for 
them  with  higher  premiums.  Con- 
sumers also  pay  the  enormous  cost  of 
crime  in  higher  prices. 

So  what  was  the  first  act  of  Barry 
Bosworth  when  he  took  over  the 


STALE  THINKING 

By  M.S.  FORBES  Jr. 

Council  on  Wage  &  Price  Stability? 
He  cut  back  its  studies  on  the  infla- 
tionary impact  of  regulations  pro- 
posed by  other  agencies.  Why?  Be- 
cause he  believes  that  such  work 
touches  inflation  "too  indirectly. 
Someone  should  show  this  man  an 
invoice  for  a  scrubber.  Or  the  auto- 
mobile industry  bill  for  catalytic  con- 
verters. That  should  let  him  see  how 
"indirect"  those  expenditures  are. 

Why  does  this  Administration  con- 
tinue to  rely  on  stale,  discredited 
thinking  about  inflation?  Why  can't  it 
give  this  subject  a  fresh — and  realis- 
tic— examination? 

PREFERREDS 
ARE  NOT  PREFERABLE 

Thanks  to  their  high  yields,  as  well 
as  aggressive  marketing  by  Wall 
Street,  individual  investors  have 
been  laying  out  hundreds  of  millions 
of  dollars  for  preferred  stocks  in  re- 
cent years.  Alas,  these  investments 
are  not  all  they  have  been  cracked  up 
to  be,  as  the  recent  stock  market  rally 
has  made  painfully  clear. 

While  hundreds  of  common  stocks 
were  rising  impressively,  numerous 
preferred  issues  have  been  reaching 
their  1978  lows. 

The  reason  is  simple:  Because  its 
dividend  is  fixed,  a  preferred  stock 


lacks  the  common's  potential  for  re- 
ward, but  not  for  loss.  While  the 
stock  market  was  rallying,  interest 
rates  have  also  been  rising,  which 
means  fixed  income  securities  fell  in 
price.  Hence,  those  new  lows  for 
preferreds. 

For  an  individual,  preferred  stocks 
combine  the  worst  aspects  of  common 
stocks  and  bonds.  A  preferred  has  a 
fixed  return,  but  lacks  the  bond's  safe- 
ty. A  corporation  can  pass  its  preferred 
dividends  and  go  on  doing  business, 
but  if  it  did  the  same  with  its  bond 
interest,  it  would  soon  be  in  Chapter 
XI.  Moreover,  many  of  the  preferreds 
that  have  been  tailored  for  the  individ- 
ual were  issued  by  companies  with 
less  than  sterling  financial  records, 
thereby  increasing  the  possibility  that 
at  some  point  the  juicy  preferred  divi- 
dends would  not  be  paid  on  time. 

If  investors  want  yield,  they  should 
stick  with  bonds  or  selected  common 
stocks.  Many  companies'  yields  on 
preferreds  are  virtually  identical  with 
yields  on  their  bonds.  Why  settle  for 
the  same  income  with  greater  risk? 

Only  under  special  circumstances 
should  an  individual  consider  buying 
preferreds,  such  as  when  preferred  is 
convertible  into  common  stock. 

The  next  time  a  broker  calls  you  up 
with  a  hot  new  preferred  issue,  tell 
him  no  thank  you. 
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Other  Comments 


Often  comments  hy  oth 

FTC  vs.  Count  Chocula 

When  a  child  in  a  supermarket  cart  is 
being  beastly,  then  is  a  powerful  im- 
pulse to  silence  him  by  giving  him  some- 
thing beastly,  like  a  box  of  Count 
( !hocula. 

Is  that  the  FTC's  business? 

You  bet,  says  the  FTC  staff.  Disputes 
about  Count  Chocula  "will  be  resolved 
by  some  sort  of  negotiation  between  the 
parent  and  child,  which  is  often  a  con- 
tinuing source  of  tension.  .  .  ."  God  for- 
bid there  should  be  tension  between 
parent  and  child,  so  a  primary  aim  of  the 
FTC  is  to  prevent  some  tension-produc- 
ing negotiations. 

Regarding  television,  diet  and  many 
other  matters,  the  principal  hazard  to 
children  is  foolish  parents.  The  FTC  has 
made  the  empirical  argument  that  chil- 
dren's teeth  suffer  because  many  par- 
ents dietary  decisions  are  influenced  by 
children  who  have  been  influenced  by 
television.  But  cavities  are  less  harmful 
to  the  nation  than  is  the  FTC's  assump- 
tion, which  is  the  "helplessness  of 
parents. 

— International  Herald  Tribune 


Israel-Saudi  Plane  Deal 

Israel  could  block  sale  of  60  American 
planes  to  Saudi  Arabia,  only  to  have  at 
least  185  French  planes  take  their 
places — all  of  which  would  be  better 
bombers  than  the  F15,  which  is  de- 
signed mainly  as  an  air-defense  weapon. 

That  is  why  American  officials  find 
many  arguments  against  the  Saudi  sale, 
such  as  those  from  AIPAC  [American 
Israeli  Public  Affairs  Committee]  lobby- 
ists, so  irritating.  They  claim  the  anti- 
Saudi  pitch  is  false  and  deliberately  mis- 
leading and — if  successful — would  dam- 
age broad  American  economic  and  diplo- 
matic interests.  And,  they  add,  the 
controversial  Saudi  sale  in  the  long  term 
could  pose  less  of  a  security  threat  to 
Israel  itself  than  would  some  distasteful 
alternatives  which  seem  all  too  likely  if 
Congress  votes  down  the  deal. 

— Robert  Keatley  and  Karen  House, 
Wall  Street  Journal 

Carter's  Bird-Killing  Sleep 

There  has  been  some  confusion  over 
Mr.  Carter  s  plans  for  the  trip  [to  Colo- 
rado]. There  was  one  report  that  he 
wanted  to  stay  in  a  Chicano  s  home 
that  was  heated  by  solar  energy  ,  thus 
killing  two  birds  with  one  overnight 
stay.  This  struck  everyone  as  so  bla- 
tantly political  that  it  touched  off  a 
spate  of  snickering. 


rr.v  stimulate,  irritate,  abuse  or  amuse  t 

The  Rocky  Mountain  News  issued  a 
public  appeal  for  a  host  for  Mr.  Carter. 
"Will  someone  who  is  both  Chicano  and 
Jewish,  but  not  opposed  to  arms  for 
Saudi  Arabia,  living  (married,  please)  in 
a  solar  home,  for  the  Panama  Canal  trea- 
ties and  against  the  development  of 
Western  water,  please  step  forward.  You 
need  not  have  a  firm  position  on  the 
neutron  bomb." 

The  latest  bulletin  from  Washington  is 
that  the  President  will  stay  in  a  hotel. 

— The  New  York  Times 

*  *  * 

Senator  Warren  G.  Magnuson 
(D-Wash.),  third  in  line  of  succession  to 
the  Presidency  as  president  pro  tern  of 
the  Senate,  when  introducing  Jimmy 
Carter  recently:  I  wouldn't  want  any- 
thing to  happen  to  the  President  of  the 
United  States,  even  though  I  might  be  in 
some  line  of  succession.  It  probably  will 
never  happen,  but  it's  nice  to  think 
about  anyway." 

Bra  Bra  Black  Sheep 

Papua  New  Guinea  is  losing  the  battle 
against  modernism  in  traditional  cos- 
tumes. .  .  .  John  Mekintz  [a  Papua  radio 
journalist]  said  he  didn't  think  much 
could  be  done  to  change  the  situation 
because  the  people  were  now  living  be- 
tween two  worlds,  undergoing  a  transi- 
tion which  couldn't  be  stopped.  And, 
with  an  eye  to  the  women  dancers  he 
saw  in  Mt.  Hagen,  he  gloomily  de- 
scribed how  far  too  many  of  them  had 
worn  bras  as  part  of  their  ceremonial 
costume.  "Either  they  are  beginning  to 
feel  shy,  or  they  have  got  so  used  to 


"Insurance  forms!  Government  grant 
forms!  Requisition  forms!  It  was  a  lot  easier 
being  a  mad-scientist  in  the  old  days!" 

Drawing  by  Leo  Caret.  Cartoon  Syndication  Feature 


is  editor's  mind. — MSF 

them  that  they  can't  do  without  them," 
he  said. 

*    *  * 

Will  the  Islanders  of  the  Pacific  ever 
cease  to  find  new  ways  of  using  the  al- 
ready multi-purpose  coconut? 

It  seems  that  the  residents  of  Guam 
are  not  satisfied  with  the  commodity  that 
provides  them  with  beverages  (alcoholic 
and  otherwise),  food,  clothing,  fertilizer 
and  a  score  of  other  uses.  .  .  .  There 
could  be  bra-cups. 

— Vacijic  Islands  Monthly 


My  foursome  is  so  old,  we 
settle  after  every  hole. 

— Henry  J.  Kaufman,  Kaufman  & 
Associates,  Washington,  D.C. 


What  Else  Is  New? 

Here  is  an  administration  that  can't 
get  the  federal  deficit  below  $60  billion 
at  the  top  of  a  business  cycle.  An  admin- 
istration that  badgered  the  Fed  most  of 
last  year  for  easy  money  and  got  it,  with 
the  result  that  inflation  now  is  edging 
very  close  to  the  double-digit  level 
again.  It  is  an  administration  that  is  mak- 
ing almost  no  progress  in  reducing  regu- 
latory costs.  And  yet  it  has  the  effrontery 
to  send  Mr.  Bosworth  [of  the  Council  on 
Wage  &  Price  Stability]  out  to  make 
tough  speeches  about  how  he  intends  to 
try  to  embarrass  businessmen. 

— Wall  Street  Journal  editorial 

Fair  Exchange 

"That  pitch  always  appealed  to  me,  to 
say,  All  right,  if  you  hold  the  prices 
down,  don't  let  your  price  go  above  the 
average  of  all  the  other  prices,  we  will 
give  you  a  tax  break  that  otherwise  >ou 
wouldn't  get.'  That  just  might  work.  I 
would  like  to  see  us  experiment.  It  will 
be  hard  to  do  unless  the  President  wants 
to  recommend  it." 

— Senator  Russell  Long 

Cash  in  Advance 

There  is  a  story  of  a  visitor  to  the 
Ozarks  during  that  period  who  was  cur- 
ious to  see  a  whiskey  still  in  operation 
and,  after  some  inquiry,  found  a  lad  will- 
ing to  guide  him  to  one  for  a  quarter, 
cash  in  advance.  The  man  wanted  to  pay 
on  return.  "But,  the  boy  explained, 
"(/of/  ain't  comin  back." 

— C.W.  Gusewelle, 
American  Heritage 
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The  dazzling  way  to  be  the  light  in  someone's  life 


SOVEREIGN:  Varatronic  ignition. 


REGIS:  Electronic  ignition. 
I 

TRENDSETTER:  Varachem  ignition. 


I" 


CAPRICE:  Varatronic  ignition. 


Our  Jewelry  line  lighters  make  beautiful  gifts. 
Because  they're  beautiful  reminders  of  the  giver. 

The  Ronson  Electronic  series  has  a  sophis- 
ticated ignition  system  powered  by  a  tiny  battery, 
ft  lights  discreetly— with  whisper  quiet  action. 

Our  Varatronic  series  has  no  spark  wheel  or 
hint.  Instead  it  fires  up  with  an  unusual  crystal 
gnition  system  that  never  needs  replacement. 

Our  Varachem  series  makes  lighting  up 
Dart  of  the  space  age.  Its  ignition  system  uses 
::he  same  technology  employed  in  moon  rockets. 

Our  classically  designed  flint  models  feature 
a  flint  storage  compartment  that  swings  out  for 
asy  flint  replacement. 


All  of  our  lighters  have  a  fingertip  adjustable 
control  and  refuel  in  seconds. 

No  matter  which  you  choose  to  give,  you're 
sure  to  keep  the  flames  of  love  burning  brightly. 

Available  at  fine  jewelers,  gift  shops  and 
better  department  stores. 

RONSON 

The  people  who  keep  improving  flame. 

c  1978  Ronson  Corporation  USA 


6 years  ago  America  didn't  know 
it  was  about  to  run  out  of  energy. 


But  Grace  knew. 


Back  then,  most  Americans  burned 
energy  like  there  was  no  tomorrow. 

But  because  Grace  is  in  the  business 
of  being  ready  for  tomorrow,  we 
anticipated  shortages  and  began  to 
develop  reserves.  One  way  was  to 
look  for  new  sources  of  oil. 
Domestic  oil. 

We  knew  that  many  oil  wells  were 
abandoned  when  oil  could  no  longer 
be  pumped  out  by  conventional 
means.  Yet,  by  flooding  the  oil  fields 
with  water  or  injecting  them  with 
steam,  the  oil  could  start 
flowing  again. 

The  process  is  called  secondary  oil 
recovery.  And  even  before  long  lines 
were  forming  at  gas  stations,  Grace 
decided  to  make  oil  recovery  a  part 
of  its  natural  resources  business. 

Today,  over  35%  of  our  total  oil 
production  comes  from  secondary 


recovery.  Of  course,  we  aren't  always 
right  about  what  tomorrow  will  bring, 
but  our  batting  average  is  good. 

Natural  resources  —  oil,  coal  and 
natural  gas  —  are  only  one  part  of 
W.R.  Grace  &  Co.  Grace,  in  fact,  is 
a  $4  billion  company  with  interests  in 
chemicals,  natural  resources  and 
consumer  businesses. 

Since  1968,  ten  years  ago,  the 
company's  net  income  has  grown  by 
an  average  of  15%  annually,  and 
shareholders  have  been  receiving 
cash  dividends  for  44 
consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.R.  Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y,  10036,  Dept.  FB-1. 

One  step  ahead  ofa 
changing  world 


GRACE 

chemicals  •  natural  resources  •  consumer  products 


Father's  Day  is  also  Grandfather's  Da 

  12  YEARS  OLD  WORLDWIDE  •  BLENDED  SCOTCH  WHISKY  •  86  PROOF*  GENERAL  WINE  A  SPIRfTS  CO  .  NEW  YORK 


Forbes 


Is  Equal  Opportunity 
Turning  Into  A  Witch  Hunt? 

In  enforcing  equal  employment  opportunity  laws,  the  bureaucrats  and 
activists  seem  more  interested  in  punishing  business  for  past  wrongs  than 
in  promoting  progress  toward  genuine  equality  of  opportunity. 


By  BOB  TAMARKIM 

In  the  past  four  years,  by  conservative 
estimates,  American  industry  has  shelled 
out  more  than  $1  billion  in  back  pay, 
promotions  and  training  for  minorities 
and  women.  Business  is  struggling  with 
an  avalanche  of  some  100  federal,  state 
and  local  laws  and  executive  orders  on 
equal  employment  opportunity  and  affir- 
mative action.  Employee 
grievances  have  been  pour- 
ing in  at  an  annual  rate  of 
100,000,  pushing  the  back- 
log to  125,000  grievances, 
according  to  the  U.S.  Equal 
Employment  Opportunity 
Commission  (EEOC). 

This  is  only  the  tip  of  the 
iceberg  because  settlement 
figures  do  not  include  legal 
fees,  costs  in  changing  per- 
sonnel systems  to  comply 
with  equal  employment  op- 
portunity standards,  and  in- 
creases in  salaries  to  be  paid 
out  in  future  years.  Need- 
less to  say,  a  good  part  of  the 
cost  must  be  borne  by  con- 
sumers in  the  form  of  higher 
prices;  zealous  enforcing  of 
equal  opportunity  is  clearly 
inflationary. 

"It's  been  like  Kitty  Hawk 
to  the  moon  in  less  than  ten 
years,"  says  William  Karp,  a 
soft-spoken  psychologist, 
whose  Chicago-based  Wil- 
liam Karp  Consulting  Co. 
has  specialized  in  equal  em- 
ployment opportunity  since 
1952.  "Things  have  hap- 
pened so  quickly  that  busi- 
ness is  just  now  becoming 
aware  of  its  vulnerability." 

It  is  ironic  that  private 
business  bears  the  brunt  of 


the  onslaught  by  bureaucrats  and  activ- 
ists, for  business  has  made  more  prog- 
ress in  equal  employment  opportunity 
than  any  other  sector  of  society,  includ- 
ing federal  and  state  government,  educa- 
tional institutions  and  unions. 

While  there  are  no  hard  figures  avail- 
able to  measure  the  disparity  in  prog- 
ress, there  are  strong  indications  that 
these  other  sectors  are  dragging  their 


feet.  The  unions,  for  example,  stubborn- 
ly cling  to  the  seniority  system.  George 
Meany  and  the  AFL-CIO  leadership 
have  repeatedly  said  the  unions'  obliga- 
tion is  to  protect  the  job  rights  of  its 
membership.  For  obvious  political  rea- 
sons, the  government  has  been  reluctant 
to  move  against  the  unions.  In  the  uni- 
versities, the  tenure  system  tends  to 
keep  the  upper-faculty  ranks  frozen, 
with  only  slow  prospects  of 
entry.  The  civil  service  sys- 
tem has  pretty  much  sad- 
dled government  advances 
with  confusing  affirmative 
action  programs  that  are  of- 
ten ignored  and  are  certain- 
ly not  rigorously  enforced. 

The  federal  government, 
nevertheless,  is  commit- 
ted— almost  obsessively — to 
correcting  what  it  terms 
"patterns  and  practices"  of 
discrimination  against  en- 
tire classes  of  employees, 
mainly  women  and  blacks. 
Since  1973  the  Equal 
Employment  Opportunity 
Commission  has  moved 
against  specific  targets: 
Sears,  Roebuck  &  Co., 
General  Motors  Corp., 
Ford  Motor  Co.,  CNA  In- 
surance, General  Electric 
Co.  and  some  labor  unions 
related  to  these  companies. 
They  were  natural  targets 
because  of  the  large  num- 
bers they  employed  and  the 
big  turnover  from  which 
"patterns  and  practices' 
could  be  established.  Force 
these  companies  into  line, 
the  activists  figured,  and  the 
rest  of  industry  would 
follow. 

In   1973   Labor  Depart- 
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ment  and  EEOC  officials  were  cocky, 
basking  in  the  glory  of  their  victory  over 
American  Telephone  &  Telegraph  Co. 
The  consent  decree  signed  by  AT&T  on 
Jan.  18,  1973  was  hailed  as  the  corporate 
Magna  Carta  of  women's  and  minority 
rights.  It  took  more  than  two  years  to 
hammer  out  AT&T's  hiring  and  promo- 
tional practices,  at  a  cost  estimated  today 
at  $150  million  dispersed  among  100, (XX) 
past  and  present  employees.  The  agree- 
ment— by  far  the  biggest  ever  negotiat- 
ed— was  seen  by  the  regulators  as  the 
pattern  to  be  copied  by  the  rest  of  the 
industry.  Generally  industry  has  com- 
plied with  this  pattern. 

But  this  has  not  been  enough.  The 
Carter  Administration  intends  to  get 
even  tougher  and  more  organized  in  its 
enforcement  policies.  In  October,  for  ex- 
ample, the  11  agencies  that  enforce  the 
discrimination  laws  for  some  30,000  fed- 
eral contractors  will  be  consolidated  into 
the  Labor  Department,  which  at  present 
oversees  these  agencies.  Then,  some- 
time in  1979,  the  Administration  plans  to 
combine  the  11  agencies  plus  7  addition- 
al ones  into  one  big  super-EEOC. 

The  present  atmosphere  is  one  in 
which  the  government  and  activist 
groups — often  acting  together — serve  as 
prosecuting  attorneys  and  often  treat 
business  as  if  it  were  guilty  unless  prov- 
en innocent.  Under  these  circum- 
stances, thousands  of  em- 
ployees are  .  using  equal 
employment  procedures  to 
settle  old  grudges  and  even 
to  try  to  blackmail  and  com- 
mit fraud  against  employ- 
ers. For  example,  while 
the  Illinois  Fair  Employ- 
ment Practices  Commission 
(FEPC)  collected  $31  mil- 
lion in  back  pay  for  women 
and  minorities  during  a  30- 
month  period  between  1975 
and  1977,  it  also  had  to 
waste  a  good  deal  of  time  on 
unreasonable  cases.  Just  a 
few  examples: 

•A  Caucasian  woman 
filed  a  complaint  of  race  dis- 
crimination against  one 
company,  alleging  she  was 
fired  from  her  office  job  be- 
cause she  gave  a  black  male 
co-worker  a  "birthday  kiss." 
FEPC  investigators  found 
out  the  woman  and  her  co- 
worker were  caught  in  the 
act  of  sexual  intercourse  in 
the  office  during  working 
hours.  Both  employees 
were  fired.  The  woman, 
however,  still  charged  ra- 
cial discrimination,  insisting 
that  if  her  partner  had  not 
been  black,  then  she  would 
not  have  been  fired. 

•A  laborer  employed  for 


three  years  by  a  construction  firm 
showed  up  an  hour  and  a  half  late  for 
work  one  day,  claiming  he  had  been  lost 
and  forgot  the  company  s  address.  He 
filed  a  complaint  of  racial  discrimination 
against  the  company,  contending  that 
the  degree  of  discrimination  within  the 
company  had  driven  him  insane.  The 
man  had  had  a  history  of  mental  illness. 

•An  African  student  attending  college 
in  the  Chicago  area  would  periodically 
take  a  supervisory  position  with  a  small 
firm,  even  though  he  was  unprepared  for 
the  job.  When  he  was  subsequently  fired 
for  poor  performance,  he  would  file 
charges  of  national  origin  discrimination 
against  the  former  employer.  He  would 
always  choose  those  companies  (so-called 
"patsies"  by  federal  officials)  with  reputa- 
tions for  making  quick  settlements  rather 
than  risking  an  agency  investigation. 
FEPC  investigators  in  Illinois  believe 
that  the  student  is  working  his  way 
through  college  off  the  settlements.  But 
even  though  the  student  is  known  as  a 
"chronic  filer,"  they  must  legally  investi- 
gate all  complaints. 

Just  as  past  discrimination  led  to  the 
present  zeal  for  laws  on  employment 
equality,  so  are  unreasonable  govern- 
ment actions  and  abuses  causing  busi- 
ness to  begin  to  fight  back,  even  though 
opposing  equal  employment  enforce- 
ment may  sometimes  sound  like  fighting 


motherhood.  "We've  seen  a  number  of 
companies  who  have  gone  into  the 
courts,  trying  to  circumvent  the  adminis- 
trative process,"  complains  Bonnie  Spi- 
lane  of  the  Labor  Department. 

Snaps  one  frustrated  company  execu- 
tive about  the  federal  government's  five- 
year-old  investigation  involving  Sears: 
"Why  should  any  corporation  be  singled 
out  at  any  given  point?  Take  a  l(x>k  at 
society.  We've  come  a  helluva  long  way 
in  a  short  time. 

Businessmen  complain  that  the  bu- 
reaucrats dwell  too  much  on  past  sins 
rather  than  looking  at  business  progress 
in  its  affirmative  action  programs.  They 
contend  that  rules  and  procedures  are 
confusing  and  are  often  changed  at  the 
whim  of  a  bureaucrat.  And  there  is  the 
nagging  duplication.  Sears,  for  example, 
is  currently  under  attack  by  the  EEOC, 
Labor  Department  and  General  Services 
Administration,  along  with  several  inter- 
est groups. 

A  suit  was  recently  filed  in  Los  Ange- 
les by  11  major  insurance  companies 
against  the  EE(XJ  and  the  California 
Fair  Employment  Practices  Commis- 
sion. The  companies  charge  collusion  be- 
tween the  government  agency  and  a 
women's  rights  group  in  an  investigation 
of  the  employment  practices  of  the  insur- 
ance industry  .  The  EEOC  and  the  state 
agency  are  charged  with  carrying  on  a 
"joint  investigation,  sharing 
information  and  developing 
a  philosophy  and  goals  with 
the  women  s  group,  called 
Women  Organized  for  Em- 
ployment, a  privately  fund- 
ed organization  based  in  San 
Francisco. 

In  a  surprise  move,  John 
Hancock  Life  Insurance  Co. 
has  flatly  refused  to  turn 
over  the  personnel  and  pay 
data  on  its  6,150  home-of- 
fice employees  to  the  So- 
cial Security  Administra- 
tion, the  agency  that  en- 
forces the  antidiscrimina- 
tion guidelines  for  insurers. 
Of  the  home-office  employ- 
ees, Hancock  says,  nearly 
730  are  minorities  and  about 
2.500  are  women.  The 
government,  nevertheless, 
wants  details  on  workers 
such  as  sex,  race,  education, 
experience,  salary  when 
hired,  present  salary  and 
type  of  job.  In  prior  re- 
views, the  government  had 
asked  only  for — and  re- 
ceived— the  racial  and  sex- 
ual makeup  of  each  depart- 
ment and  the  jobs  and 
salaries  of  its  employees. 

Federal  officials  claim 
that  John  Hancock  fears  a 
profile  will  reveal  a  histori- 
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cal  pattern  typical  of  the  insurance  in- 
dustry: white  males  at  the  management 
level  and  white  females  at  the  clerical 
level.  John  Hancock  officials  deny  such 
charges,  standing  behind  their  affirma- 
tive action  program,  and  have  asked  the 
courts  to  decide  whether  it  must  submit 
to  what  it  calls  "governmental 
intrusion." 

But  the  deck  is  stacked  against  John 
Hancock  in  view  of  the  recent  court  de- 
cision involving  Sears.  In  late  April, 
Sears  lost  its  bid  to  block  disclosure  of 
detailed  personnel  records  regarding 
employment  in  its  Sears  Tower  head- 
quarters. The  U.S.  court  of  appeals  in 
Chicago  rejected  Sears'  suit  against  a 
religious  organization,  the  Committee 
for  Responsible  Investments,  which 
concerned  itself  with  alleged  discrimina- 
tion in  employment.  The  dispute  arose 
when  the  General  Services  Administra- 
tion told  Sears  that  it  planned  to  re- 
lease the  1974  employment  data  in  July 
1976.  There  are  several  avenues  of  ap- 
peal, however,  which  still  remain  open 
to  Sears. 

In  April  1977  the  EEOC  decided  that 


Sears  had  discriminated  against  blacks, 
women  and  Hispanics.  The  case,  cur- 
rently in  conciliation,  is  shrouded  in  se- 
crecy. But  reportedly  the  EEOC  is  seqk- 
ing  a  startling  $600  million  in  back-pay 
remedies,  a  figure  that  its  attorneys  will 
neither  confirm  nor  deny.  For  the  same 
reasons  as  John  Hancock,  Sears  is  ner- 
vous about  the  prospect  of  having  the 
commission's  findings  spread  across  the 
press.  The  giant  retailer  also  is  pointing 
to  the  progress  it  has  made  in  the  affir- 
mative action  area  in  the  past  12  years. 
Among  other  things,  Sears  reports  its 
number  of  women  managers  and  officials 
has  jumped  from  20%  in  1966  to  36%  in 
1978,  and  that  all  its  minority  employ- 
ment during  the  same  period  has 
climbed  from  1.4%  to  10.5%. 

The  courts  say  that  a  company's  work 
force  should  approximate  what  is  avail- 
able in  the  way  of  qualified  personnel  in 
a  company's  respective  labor  market. 
But  even  if  a  company  follows  that  guide- 
line it  may  still  not  be  enough  to  satisfy 
federal  officials.  "If  we  are  going  to  make 
a  determination,  straight  numbers  are 
not  enough,"  proclaims  John  Heneghan, 


chief  of  compliance  in  the  Maritime  Ad- 
ministration. "We  are  also  interested  in 
the  quality  of  that  work  force.  "  Meaning, 
of  course,  that  it  is  not  enough  to  have 
black  janitors  and  women  secretaries; 
you  must  have  black  and  women  manag- 
ers as  well.  There  are  frightening  impli- 
cations in  all  this:  Should  a  company  be 
forced  to  promote  blacks  and  women 
over  more  qualified  white  men  in  order 
to  produce  an  employment  profile  that  is 
acceptable  to  the  government  and  the 
activists? 

Yet,  without  the  pressure  from  gov- 
ernment and  the  activists,  business 
would  not  have  come  as  far  as  it  has.  In 
the  early  Sixties,  all  voluntary  efforts  by 
industry — through  organizations  such  as 
Plans  for  Progress — to  hire  and  promote 
minorities  failed. 

The  irony  in  the  ongoing  bout  is  in  its 
counterproductivity.  The  time  and  mil- 
lions business  is  spending  locking  horns 
with  the  government  could  very  well 
have  gone  into  building  top-notch  affir- 
mative action  programs.  Meanwhile,  the 
burden  on  the  taxpayer  and  the  consum- 
er mounts.  ■ 


The  John  Samuels  Legend 

Everyone  marvels  at  how  far  John  Samuels  has  come,  how 
high  he  has  risen.  But  now  questions  are  beginning 
to  be  asked  about  how  he  did  so  much,  so  fast. 

By  MARCIA  BERSS 

"The  arts  keep  me  alive,"  says  John 
Samuels  III,  a  man  whose  elegant  bear- 
ing and  extravagant  lifestyle  belie  his 
rather  humble  beginnings  in  the  Texas 
coastal  town  of  Galveston. 

What  keeps  Samuels  in  the  arts,  how- 
ever, is  flair,  flamboyance  and  a  great 
deal  of  money.  His  rise  as  a  coal  operator 
and  trader  just  as  metallurgical  coal 
prices  took  off  in  the  early  1970s  made 
him  a  multimillionaire  and  lifted  him 
from  obscurity.  His  company,  privately 
owned  Carbomin  International,  was  a 
leading  bidder  for  Peabody  Coal  Co. 
when  Kennecott  Copper  Corp.  had  to 
divest  itself  of  the  billion-dollar  proper- 
ty. In  addition,  the  44-year-old  son  of  a 
postal  official  owns  Exchange  National 
Bank,  the  eighth-largest  bank  in  Chica- 
go, National  Sugar  Befining  Co.  and  the 
brokerage  house  Band  &  Co.  Publicity 
about  his  offer  for  Peabody  earned  Sam- 
uels a  profile  in  Forbes  in  the  May  1, 
1975  issue  and  a  glowing,  major  article  in 
Fortune,  which  referred  to  his  life  as 
"one  of  the  great  bootstrapping  epics  of 
modern  times." 

But  today  John  Samuels  is  touched  by 


At  Home:  Samuels'  43-room  Long  Island  estate,  an  old  J.  P.  Morgan  residence, 
a  target  in  a  lawsuit  filed  against  Samuels  by  his  former  partner. 


was 
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".  .  .  Why  should 
American  Bank  & 
Trust  lend  such 
large  sums  to  an 
unknown  like  Sam- 
uels? 'Because 
they  wanted  my 
business/  he 
replies .  .  ." 


less  welcome  publicity.  Five  bankers 
who  backed  his  coal  efforts  at  the  now- 
defunct  American  Bank  &  Trust  were 
indicted  last  month  for  misappropriating 
bank  funds.  Among  other  things,  they 
granted  loans  which  far  exceeded  the 
legal  limit  of  10%  of  the  bank's  assets  to 
one  entity.  A  major  recipient  of  those 
loans:  John  Samuels,  whose  borrowings 
at  one  time  totaled  over  40%  of  the 
bank  s  assets.  Samuels'  $10.7  million  in 
loans  were  the  centerpiece  evidence  for 
then-New  York  State  Banking  Superin- 
tendent John  Heimann  to  get  a  cease- 
and-desist  order  against  the  New  York- 
based  ABT  in  September  1975. 

Without  those  loans  (all  of  which  have 
been  repaid)  Samuels  might  still  be  just  a 
debonair  New  York  lawyer.  Those  loans 
enabled  him  to  purchase  lucrative  coal 
property  which,  as  coal  prices  climbed, 
yielded  annual  revenues  of  $2(X)  million 
according  to  audited  figures,  $500  mil- 
lion according  to  Samuels.  Why  should 
ABT  lend  such  large  sums  to  an  un- 
known like  Samuels?  "Because  they 
wanted  my  business,"  he  replies.  But 
apparently  it  didn't  hurt  that  Samuels' 
Swiss  partner,  a  retired  metals  trader 
named  Leonard  Cohen,  was  a  friend  of 
Jose  Klein,  a  wealthy  Chilean  who 
owned  Geneva-based  Continental  Trade 
Bank  and,  at  the  time,  also  owned 
American  Bank  &  Trust. 

Under  Klein's  regime,  according  to 
the  New  York  State  Banking  Depart- 
ment, the  bank's  high-risk  loans  and  oth- 
er classified  assets  were  four  times  the 
norm.  When  Klein  sold  the  bank  to  Da- 
vid Graiver,  a  35-year-old  Argentinean, 
in  late  1975,  the  problems  compounded. 
Graiver,  believed  to  have  bilked  the 
bank 'for  $50  million,  was  one  of  the  five 
men  indicted  in  Manhattan  last  month. 
(Graiver  was  supposedly  killed  in  a  plane 
crash  in  Mexico  a  month  prior  to  the 
closing  of  the  bank  in  September  1976. 
But  the  Manhattan  district  attorney 
thinks  he  may  be  alive;  some  say  he's 
counting  his  loot  behind  the  Iron  Cur- 


tain.) One  Heimann  aide  says  Graiver 
got  most  of  the  money  out  of  ABT  by 
making  illegal  loans  to  a  Belgian  bank  he 
owned,  Banque  pour  L'Amerique  du 
Sud  (BAS),  which  folded  the  same  time 
ABT  did.  Belgian  banking  authorities  say 
a  large  portion  of  that  bank  s  loan  portfo- 
lio went  to  Graiver. 

Samuels  says  he  didn't  know  ABT  was 
in  trouble,  despite  the  fact  that  his  bor- 
rowing was  prime  evidence  of  the  bank's 
weak  position.  "We  didn't  have  any  idea 
what  the  legal  limit  was,"  he  says.  "So  far 
as  we  knew,  all  those  loans  were  split  up 
among  a  number  of  banks.  We  were  in 
no  position  to  ask  our  banker  how  he  was 
sharing  the  loans.  We  didn  t  care,  so 
long  as  we  got  the  money  .  That  explana- 
tion is  not  entirely  convincing.  And  what 
about  his  association  with  David 
Graiver?  Says  Samuels:  "I  was  anxious  to 
be  on  friendly  terms  with  the  owner  of 
my  principal  trading  bank.  But  the  na- 
ture of  my  relationship  with  Graiver  was 


strictly  through  ABT.  " 

Not  quite.  In  May  1976,  four  months 
before  ABT  and  BAS  closed  down,  Sam- 
uels borrowed  $1.5  million  from 
Graiver' s  Belgian  bank  to  buy  16%  of 
Exchange  National  Bank.  He  has  since 
bought  another  11%,  giving  him  control- 
ling interest. 

But  the  David  Graiver  scandal  is  not 
the  end  of  Samuels  story.  In  March  1976 
Leonard  Cohen,  Samuels  financial  part- 
ner, sued  him  for  borrowing  some  $5.8 
million  from  the  coal  operations  and  then 
allegedly  putting  the  money  to  personal 
use.  Cohen  charged  that  Samuels  had 
used  some  of  the  money  for  his  New 
York  City  apartment  and  to  buy  Long 
Island  property  .  Then,  Cohen  charged, 
Samuels  repayed  part  of  the  loans  by 
giving  Carbomin  his  43-room  mansion 
on  a  private  island  in  Glen  Cove,  N.Y. 
Cohen  claimed  that  those  loans  to  Sam- 
uels, in  addition  to  mismanagement  of 
funds,   "rendered  Carbomin  insolvent 
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»rd  Building.  "When  you  have  an  office  this  size,"  he  says,  "people  misinterpret  you." 


and  unable  to  pursue  profitable  business 
ventures." 

Samuels  denies  these  charges.  "All  the 
money  that  was  borrowed  went  into  the 
ground  [for  coal],"  he  insists.  The  lawsuit 
was  settled  out  of  court — with  Samuels 
buying  out  Cohen  at  a  price,  says  Sam- 
uels, "in  the  millions  of  dollars.  I'd  be  an 
idiot  to  purchase  his  share  of  a  company 
that  was  not  making  money."  In  order  to 
get  the  money  to  pay  Cohen,  Samuels 
sold  a  portion  of  his  central  Pennsylvania 
coal  operation  to  Gulf  &  Western  Indus- 
tries, Inc. 

John  Samuels  lives  and  works  in  opu- 
lence. His  downtown  Manhattan  office 
iwas  once  the  boardroom  of  Cunard 
Steam-Ship  Co.,  Ltd.,  and  Samuels  has 
decorated  it  lavishly  with  antiques, 
sculpture  and  paintings.  He  lives  on  the 
old  J.  P.  Morgan  estate  in  Glen  Cove  and 
holds  fundraising  dinners  for  the  New 
York  performing  arts.  Samuels  was  a 
guest  at  the  White  House  in  February 


when  pianist  Vladimir  Horowitz  played 
there.  His  interest  in  the  arts  of  which  he 
is  so  proud  is  evidenced  by  his  chairman- 
ship of  the  New  York  City  Ballet. 

But  there  are  questions  as  to  whether 
Samuels'  means  match  his  taste  and  scale 
and  style  of  life.  Since  Samuels'  compa- 
nies are  private,  they  release  no  audited 
reports.  However,  1974  audited  state- 
ments were  made  public  in  connection 
with  the  Cohen  lawsuit.  They  show  that 
in  1973,  when  metallurgical  coal  prices 
began  skyrocketing,  Leckie  Smokeless 
Coal  Co.,  Samuels'  West  Virginia  coal 
operation,  recorded  a  $1.2-million  loss. 
And  by  July  1975,  when  coal  prices 
peaked,  the  combined  companies  regis- 
tered an  unaudited  $12-million  working 
capital  deficit. 

As  a  result  the  auditors,  Alexander 
Grant,  questioned  whether  the  firm,  al- 
ready heavily  leveraged  to  the  hilt  with  a 
2.2-to-l  debt-to-equity  ratio,  could  con- 
tinue without  additional  long-term  fi- 


". .  .  'It's  tough  for 
an  entrepreneur  to 
persuade  people 
that  he  can  accu- 
mulate a  good  net 
worth  in  a  short  pe- 
riod. I've  done  it 
with  a  certain  de- 
gree of  flair.  It's  the 
flair  that  disturbs 
people' . . ." 


nancing.  Alexander  Grant  also  said  the 
companies'  "internal  control  is  deficient 
and  their  accounting  staff  is  inadequate 
and  not  capable  of  assuring  the  reliability 
of  the  accounting  records.  "  To  this,  Sam- 
uels replies:  "Everything  grew  very  fast 
in  those  first  few  years.  We  were  not 
exactly  concerned  about  bookkeeping. 
That's  a  rather  normal  entrepreneurial 
story." 

The  entrepreneurial  story  continues 
today.  Samuels  now  has  a  $3.5-million 
paper  loss  on  his  investment  in  Ex- 
change National  Bank;  he  paid  nearly 
two  times  book  value  for  the  bank,  which 
was  losing  money  back  when  he  bought 
it  in  the  spring  of  1976.  That,  he  says, 
was  the  fault  of  "lousy  management. 
With  good  management,  which  it  now 
has,  it's  going  to  be  very  profitable."  In 
the  first  quarter  of  this  year,  Exchange 
turned  a  $410,000  profit.  But  the  bank 
has  long  had  capital  shortage  problems 
and,  says  one  attorney  connected  with 
the  bank,  "Samuels  has  yet  to  do  any- 
thing about  it." 

With  these  apparent  discrepancies  be- 
tween appearance  and  reality  in  Sam- 
uels' operations,  rumors  have  surfaced 
that  Samuels  is  merely  a  flashy  front  for 
European  interests.  When  asked  about 
this,  Samuels  momentarily  lost  his  leg- 
endary cool  and  replied,  somewhat  flus- 
tered: "I've  heard  that  question  all  my 
life."  He  went  on  to  suggest  that  such 
rumors  grow  out  of  envy.  "I  don't  hap- 
pen to  represent  third-generation  family 
money,"  he  says.  "Is  that  bad?  It's  tough 
for  an  entrepreneur,  an  independent 
man,  to  persuade  people  that  he  can 
accumulate  a  good  net  worth  in  a  short 
period.  They  say  it  can't  be  done.  Well, 
I've  done  it,  and  I've  done  it  with  a 
certain  degree  of  flair.  It's  the  flair,  more 
than  anything  else,  that  disturbs 
people." 

But  is  it  really  envy  that  causes  doubts 
to  be  raised?  Or  is  it  the  unanswered 
questions  about  the  man's  business  deal- 
ings and  about  his  associates?  ■ 
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Good-bye  Las  Vegas  .  .  .  Reno,  Hello? 


Las  Vegas  sneers  at  Atlantic  City,  but  not  at  Reno.  It  had  better  not. 


Some  450  miles  north  of  Las  Vegas, 
nestled  in  a  spectacular  Sierra  valley,  is 
Reno,  Nevada's  second-largest  city.  Less 
than  an  hour's  drive  from  crystal-clear 
Lake  Tahoe,  nearly  100  ski  lifts  and  the 
authentic  Virginia  City  saloons,  it  has  the 
natural  tourist  attractions  Las  Vegas 
lacks.  As  a  gambling  mecca,  Reno  is  far 
less  sophisticated  than  Vegas — for  now. 
Rut  for  the  future?  Las  Vegas,  look  out! 

A  neon-lit  arch  touting  Reno  as  "The 
Riggest  Little  City  in  the  World"  is  at 
the  heart  of  the  Virginia  Street  casino 
district.  So  is  the  Southern  Pacific's  main 
line,  which  regularly  jams  traffic.  Har- 
rah  s  24-story  hotel  dominates  the  sky- 
line. Rut  its  gamblers  tend  to  be  slot- 
machine  retirees  who  arrive  by  bus — not 
Las  Vegas'  Jet  Set. 

The  real  high  rollers,  however,  are 
betting  millions  that  the  Reno  area  (pop. : 
160,000)  will  become  a  gaming  profit 
center  to  rival — and  perhaps  someday 
exceed — its  big  competition.  "In  five 
years  you  won't  even  recognize  Reno," 
claims  Metro-Goldwyn-Mayer  Chairman 
Fred  Benninger.  "Las  Vegas  grew  stead- 
ily for  25  years,  but  this  town  is  going  to 
explode." 

Compare  this  to  what  is  happening  in 
New  Jersey.  With  luck,  Resorts  Interna- 
tional will  soon  open  one  remodeled  ho- 
tel in  Atlantic  City — offering  a  mere 
30,000  square  feet  of  casino  space  and 
1,200  slot  machines.  Licensing  and  fi- 
nancing snags  will  keep  competitors  like 
Rally  Manufacturing,  Caesar's  World 
(the  only  Vegas  operator  to  venture  into 
New  Jersey)  and  Playboy  from  broaden- 
ing the  action  for  at  least  another  year. 

While  Atlantic  City  dawdles,  Reno 
will  debut  11  new  or  expanded  proper- 
ties by  year-end.  MGM's  $131-million 
Grand  Hotel  opened  earlier  this  month, 
and  it  alone  offers  three  times  the  gam- 
ing space  that  will  be  available  in  all  of 
Atlantic  City.  Two  other  big  Las  Vegas 
names  are  also  entering  the  Reno  mar- 
ket: Del  Webb  Corp.  will  soon  open  its 
20-story  Sahara  Reno,  and  privately 
owned  Circus  Circus  is  topping  off  the 
casino  section  of  a  $35-million  family- 
oriented  gaming  complex.  More  projects 
are  in  the  works.  Hilton  Corp.  owns  80 
acres  in  Reno  ready  to  develop;  Har- 
rah's,  the  biggest  local  name,  will  begin 
$100-million  worth  of  expansion  later 
this  year.  "When  a  guy  loses  at  MGM's 


Grand,"  says  Harrah's  President  Lloyd 
Dyer,  "the  first  thing  he'll  do  is  get  out 
and  try  someplace  else."  Adds  John  As- 
cuaga,  whose  Nugget  will  soon  add  1,000 
hotel  rooms:  "MGM  and  the  Sands  will 
really  put  Reno  on  the  map." 

United  Airlines  is  betting  big  on 
northern  Nevada,  too.  The  trunkline  car- 
rier has  just  put  five  727s  on  shuttle-runs 
between  four  California  cities  and  Reno, 
tripling  its  present  service.  Fares  are 
enticing:  From  Los  Angeles,  it  is  now 


Arch  Rival:  Reno  today  doesn't 
yet  match  Las  Vegas'  glitter,  but  its 
small-town  image  is  fading  fast. 


often  cheaper  to  fly  to  Reno  ($31)  than  to 
Las  Vegas  ($41),  even  though  the  dis- 
tance is  nearly  twice  as  great.  "We  think 
Reno  has  a  broad.  Middle- America  ap- 
peal," explains  UAL's  western  marketing 
head,  Bruce  Gebhardt.  "Las  Vegas  has 
gambling,  shows  and  a  little  golf,  but 
Reno  will  have  all  that  plus  skiing.  Lake 
Tahoe  and  the  Old  West." 

UAL  stands  to  profit  with  Reno  s  take- 
off. It  now  has  limited  operating  rights 
into  Las  Vegas,  and  as  a  result  trails 
Western  and  Hughes  AirWest  in  passen- 
ger volume.  Though  Reno  s  potential  has 
encouraged  13  other  lines  to  bid  for  new 
service  there,  United  is  well  en- 
trenched. Aided  by  a  major  advertising 
campaign — $l-million  in  1978 — the  air- 
line hopes  to  make  Reno  its  fastest-grow- 
ing market  over  the  next  five  years. 

With  fewer  than  20,000  hotel  rooms 
between  them,  of  course  Reno  and  Lake 


Tahoe  cannot  yet  handle  the  big  conven- 
tions that  provide  much  of  Las  Vegas'  $3- 
billion  annual  tourist  trade.  But  expand- 
ed northern  Nevada  promotion  should 
easily  entice  serious  bettors  as  well  as 
well-heeled  vacationers  who  like  to  gam- 
bol outdoors  by  day  and  indoors  after 
dark.  One  additional  lure:  Walt  Disney 
Productions  is  awaiting  approval  to  build 
a  $70-million  family  resort  on  land 
owned  by  Southern  Pacific  at  nearby 
Independence  Lake. 

Why  hasn  t  Reno  challenged  Las  Ve- 
gas before?  Until  recently,  an  incom- 
plete interstate  highway  made  access 
from  northern  California  difficult,  and 
the  town  council  banned  new  casinos 
outside  narrow  "red  line"  limits  that 
have  now  been  lifted.  Also,  environmen- 
talists have  stalled  Lake  Tahoe  develop- 
ment to  the  point  where  Reno  becomes 
the  only  available  nearby  alternative. 

Sophisticated  casino  operators  see  all 
this  and  want  to  hedge  their  bets.  Aging 
Atlantic  City  isn't  a  serious  threat  to  Las 
Vegas,  but  legalized  gambling  in  Miami 
Reach,  New  Orleans  or  Hawaii  might 
be.  In  fact,  Las  Vegas  grew  almost  by 
accident.  In  1946  California  Governor 
Earl  Warren  closed  gangster  Benjamin 
(Bugsy)  Siegel's  offshore  gaming  ships. 
Siegel  soon  opened  his  Flamingo — Las 
Vegas  first  big-time  casino — on  the  out- 
skirts of  what  was  then  just  a  Union 
Pacific  water  stop.  If  customers  would 
sail  the  ocean  to  gamble  legally,  he  rea- 
soned, they  would  just  as  readily  cross 
the  desert.  Las  Vegas  then  began  three 
decades  of  steady  growth,  fueled  by  its 
proximity  to  southern  California.  Today, 
however,  with  air  fares  plunging,  loca- 
tion is  a  less  valid  drawing  card;  all  Ve- 
gas' attractions  are  unnatural  and  easily 
duplicated  wherever  gambling  is  legal. 
Not  so  with  northern  Nevada. 

Perhaps  too  late,  Reno  residents  have 
become  ambivalent  about  their  town's 
future.  At  the  moment,  $50-million 
worth  of  sewer  and  airport  improve- 
ments are  in  the  works,  but  even  cham- 
ber of  commerce  officials  gripe  about 
traffic  jams  and  air  pollution  that  come 
with  the  local  construction  boom.  "It's  a 
little  like  A  Star  Is  Born,"  explains 
Councilman  Bill  Wallace.  "For  years  we 
tried  to  get  this  town  moving.  Now  sud- 
denly even,  thing  is  here,  and  we  aren't 
sure  we  want  it."  ■ 
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Behind  The  Story 


Newspaper  accounts  made  Gulf  Oil's  annual 
meeting  sound  like  a  funeral.  Far  from  it. 


There  it  was  late  last  month  in  30- 
point  headline  type  on  page  one  of  The 
New  York  Times'  business  section:  "Gulf 
Oil  Profit  Off  Sharply,  Cash  Is  Greatly 
Depleted.  It  was  enough  to  send  any 
investor  rushing  to  his  telephone  to  sell 
Gulf,  and  Gulf  stock  did  sink  a  full  point 
in  a  rising  stock  market,  wiping  out  near- 
ly $200  million  in  market  value. 

Was  Gulf  really  in  the  soup?  Apparent- 
ly not.  "Sharply  turned  out  to  be  a 
decline  of  all  of  7%.  And  what  about  that 
"depleted  cash"?  Was  it  all  wasted?  The 
story  made  it  seem  as  if  it  had  been. 
Actually,  Gulf  ended  the  quarter  with 
$1.4  billion  in  cash — $232  million  more 
than  at  1977  year-end.  All  Gulf  Chairman 
Jem  McAfee  had  really  said  at  Gulf  s 
annual  meeting  was  that  Gulf's  $3-billion 
1977  spending,  mostly  on  exploration  and 
development,  had  not  yet  paid  off. 

Will  it  ever  pay  off?  That  is  the  ques- 
tion the  newspaper  article  failed  to  raise 
but  should  have.  Forbes  put  the  ques- 


tion to  Gulf.  The  reply:  Yes,  but  some- 
what later  and  somewhat  less  than  Gulf 
had  hoped  last  year. 

"When  Jerry  [McAfee]  referred  to  all 
the  potholes  in  our  road  to  the  future,' 
says  Edward  B.  Walker  III,  formerly 
head  of  Gulf  Energy  and  Minerals  and 
now  one  of  four  top  men  running  Gulf 
from  Pittsburgh  headquarters,  "he  was 
referring  to  our  anticipation  of  a  federal 


Liult  Oils  td  walker:  l  hanks  to  some 
heavy  spending  last  year,  Gulf  should 
profit  before  its  competitors. 


energy  policy.  We  d  thought  we  would 
be  getting  $1.75-mcf  on  interstate  gas 
instead  of  the  $1.49  we're  now  getting.'' 
On  top  of  that,  crude  oil  prices  have 
been  rolled  back  twice,  costing  Gulf 


some  $65  million  last  year.  The  net  effect 
of  all  this  government  meandering,  con- 
tinues Walker,  was  to  pinch  Gulf's  cash 
flow  to  the  point  where  the  firm  now 
must  scale  back  some  of  its  planned  1978 
spending.  He  emphasizes  that  the  cash 
squeeze  is  only  temporary,  that  eventu- 
ally he  expects  the  government  must  act, 
and  that  Gulf  is  intelligently  rebuilding 
its  production  base. 

There  are  already  some  encouraging 
signs.  In  last  year's  Gulf  of  Mexico  lease 
sale  Gulf  spent  over  $300  million — over 
25%  of  all  winning  bids — to  pick  up  12 
tracts,  many  located  adjacent  to  tracts 
already  in  production.  Many  oilmen 
laughed  as  Gulf  paid  $150  million  for  two 
tracts  vs.  runner-up  bids  of  $69  million. 
This  year  it  was  Gulf's  turn  to  laugh. 
Many  of  the  exciting  Alaska  and  Califor- 
nia tracts  that  Gulf  avoided  turned  out  to 
be  duds.  But  of  the  six  Gulf  of  Mexico 
tracts  Gulf  has  already  evaluated,  four 
will  be  commercial  producers,  one  prob- 
ably will  and  so  far  only  one  looks  like  a 
loser.  At  last  month's  Gulf  of  Mexico 
auction,  Gulf's  competitors  were  tramp- 
ling each  other  to  pick  up  such  proper- 
ties. Exxon,  for  example,  paid  $55  mil- 
lion for  one  tract  on  which  the  runner-up 
bid  was  only  $23  million.  (Gulf,  one  of 
the  16  bidders  on  this  tract,  offered  $6 
million.) 

"Everybody  thought  we  were  nuts  last 
year,"  beams  Walker.  "But  in  hindsight 
we  look  pretty  smart.  "  And  Gulf  may  yet 
look  "pretty  smart"  on  much  of  the  rest 
of  its  heavy  1977  capital  spending.  He 
might  have  added — but  didn  t — that 
careless,  superficial  newspaper  financial 
reporting  on  Gulf's  annual  meeting  had 
done  a  serious  disservice  to  investors.  ■ 


The  Mortgage  Boom 

The  financial  community  has  some  hot  products  to  sell: 
privately  issued  mortgage-backed  securities  and  unit  trusts. 


Although  the  recent  market  rally  may 
change  things  somewhat,  the  1970s  so  far 
has  been  the  decade  of  fixed-income  se- 
curities. Burned  badly  in  the  stock  mar- 
ket, both  individual  and  institutional  in- 
vestors flocked  to  the  high  yields  and 
relative  safety  of  certificates  of  deposit, 
bonds  and  bond  mutual  funds.  In  this 
setting,  it  was  inevitable  that  a  way 
would  be  found  to  bring  high-yielding 
home  mortgages  within  the  reach  of  in- 
stitutional and  individual  customers — 


without  a  government  guarantee. 

The  institutional  market  has  pretty 
well  been  taken  care  of.  Over  $50-billion 
worth  of  securities  based  on  govern- 
ment-guaranteed mortgages  have  been 
floated  by  the  Government  National 
Mortgage  Association  (Ginnie  Mae)  since 
1970,  plus  some  $8  billion  more  based  on 
conventional  mortgages  packaged  and 
guaranteed  by  the  Federal  Home  Loan 
Mortgage  Corp.  (Freddie  Mac).  But  all 
these  securities  were  in  denominations 


generally  too  large  ($25,000  and  up)  for 
the  individual  investor,  and  Freddie 
Mac  also  has  capital  limitations. 

After  experimenting  with  a  few  issues 
a  year  or  two  earlier,  the  commercial 
banks  and  the  savings  and  loan  associ- 
ations last  summer  brought  out  a  num- 
ber of  nongovernment-guaranteed  mort- 
gage securities.  The  S&Ls  began  to  issue 
bonds  backed  by  pools,  of  mortgages  as 
collateral.  A  few  months  later  Bank  of 
America  floated  a  $150-million  "pass- 
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Mortgage-Backed  Bonds 
&  Pass-Through  Certificates 

A  sampling  of  mortgage  securities  issued  over  the  past  20  months. 

Recent 

SAP's  Size  Offering         Maturity         Coupon  Offering  Yield  to 

Issuer  Rating  (millions)  Date  Date'  Rate  Yield  Maturity 

Mortgage-Backed 


Obligations 


American  S&L1 

AAA 

$200 

5/26/77 

6/1/82 

7.25  % 

7.25  % 

8.44% 

Home  S&L1 

AAA 

100 

11/22/77 

11/15/83 

7.75 

7.81 

8.50 

Calif.  Fed.  S&L1 

AAA 

75 

10/15/76 

6/15/84 

7.625 

7.72 

8.51 

Home  S&L2 

AAA 

200 

6/23/77 

6/15/82 

7.25 

7.27 

8.58 

Imperial  S&L2 

AAA 

100 

6/16/77 

6/15/87 

7.70 

7.70 

8.83 

Great  Western  S&L2 

AAA 

100 

10/18/77 

10/1/89 

7.80 

7.80 

8.90 

Pass-Through 
Certificates3 

Bank  of  America             AA            150         9/21/77     10-12  yrs.  8.375  8.375  9.16 

First  Fed.  (Chicago)  S&L    AA  75       10/20/77      10-12  yrs.  8.75  8.75  9  49 

'Collateral:  FHA-VA  Mortgages.    Collateral:  Conventional  Mortgages. 
3Partially  backed  by  private  mortgage  insurance. 


through"  issue  without  guarantee — that 
is,  backed  solely  by  a  pool  of  mortgages 
that  the  bank  had  transferred  to  a  trust- 
ee, and  that  are  the  investors'  only  claim 
for  interest  and  principal  payment. 

Even  those  issues,  however,  were 
aimed  mainly  at  institutional  investors. 
But  late  last  March  Merrill  Lynch  made 
a  breakthrough:  It  floated  a  $20-million 
unit  trust  fund,  invested  primarily  in 
Ginnie  Mae  issues,  with  a  minimum  unit 
size  of  only  $1,000.  It  sold  out  within 
days.  Says  Norman  Schvey,  manager  of 
Merrill's  bond  funds  department,  "We 
had  to  quickly  increase  our  original  maxi- 
mum to  $100  million,  and  people  were 
clamoring  for  more."  So  Merrill  formed 
another  trust  that  brought  in  $75  million 
more  by  mid-April.  These  developments 
greatly  expanded  the  market  potential 
for  mortgage-backed  securities. 

A  score  of  banks  and  S&Ls  have 
brought  out  over  $1  billion  worth  (see 
table)  of  mortgage-backed  bonds  since 
last  summer.  Their  appeal  lies  in  their 
current  yields  (now  ranging  from  about 
8.25%  to  well  over  9.25%),  their  reason- 
ably short  maturity  (4  to  7  years  tor 
mortgage-backed  bonds,  and  10  to  12 
years  for  pass-throughs)  and  their  excel- 
lent-to-adequate collateral.  In  fact,  the 
securities  in  the  unit  trusts  based  on 
Ginnie  Mae  securities  are  government 
guaranteed  as  to  timely  payment  of  both 
principal  and  interest. 

Bank  and  S&L  mortgage-backed  is- 
sues have  no  such  direct  government 
guarantee,  and  thus  provide  higher 
yields.  But  they  are  by  no  means  doggy 
issues.  The  bonds  commonly  have  as 
collateral  a  mortgage  pool  considerably 
larger  than  the  size  of  the  issue,  and  are 
also  backed  by  the  S&L  issuing  the 
bonds.  Pass-through  issues  lack  this  ex- 


cess collateral  backing.  However,  they 
usually  include  private  mortgage  insur- 
ance of  up  to  5%  of  the  total  size  of  the 
issue  (the  insurance  remains  constant 
even  as  the  mortgage  portfolio  runs  off) 
plus  hazard  insurance  coverage.  Thus 
the  rating  agencies  have  given  AAA  (to 
the  notes)  or  AA  ratings  (to  pass-through 
certificates)  to  nearly  all  the  issues  that 
have  come  to  market  so  far. 

How  big  could  the  market  for  all  kinds 
of  mortgage-backed  securities  become? 
There  is  certainly  no  lack  of  raw  materi- 
al. Some  $650-billion  worth  of  one-to- 
four-family  residential  mortgages  are 
outstanding,  and  another  $93  billion 
were  issued  last  year. 

"These  huge  numbers  indicate  that 
the  conventional  residential  mortgage 
security  market  has  hardly  been 
scratched,"  says  Kenneth  L.  Rilander, 
vice  president-corporate  finance  at  New 
York  s  Paine  Webber  Jackson  &  Curtis. 
"What  we're  beginning  to  see  develop 
now  in  the  mortgage  security  market  is 
an  increased  realization  that  it  isn't  nec- 
essary to  sell  a  mortgage  issue  through  a 
government  agency." 

The  original  mortgage  issuers  are  de- 
lighted with  the  trend.  They  are  under 
pressure  to  issue  new  mortgages  on 
which  they  can  earn  a  much  better  rate 
than  the  mortgages  they  now  hold;  so 
packaging  their  existing  mortgages  as 
backing  for  new  securities  provides  them 
with  much-needed  funds.  In  addition, 
the  mortgage  originator  retains  the  an- 
nual mortgage  servicing  fee  of  between 
0.375%  and  0.5%  after  insurance  costs 
for  the  life  of  the  mortgage. 

And  Wall  Street  has  every  reason  to 
support  the  trend.  One  major  underwrit- 
er estimates  that  the  total  volume  in 
mortgage-backed  securities — both  those 


that  are  government-issued  and  guaran- 
teed and  those  that  are  not — could  come 
to  about  $33  billion  per  year  in  1980. 
That  much  volume  could  give  Wall 
Street  gross  income  well  in  excess  of  $75 
million  from  underwriting,  not  counting 
the  extra  amounts  to  be  made  from  sec- 
ondary trading.  The  higher  the  percent- 
age of  privately  issued  as  opposed  to 
government-issued  securities,  and  the 
larger  the  part  played  by  the  individual 
investor,  the  greater  the  gross  income 
will  be.  For  example,  Merrill  Lynch  got 
a  3%  sales  charge  from  its  unit  trust  sales 
mentioned  above. 

Indeed,  the  motivation  for  everyone 
involved  to  step  up  the  issuance  of  every 
kind  of  mortgage-backed  security  is 
strong  enough  to  warrant  raising  the  cau- 
tion flag.  The  investor  might  ask  himself 
whether  the  cost  of  issuing  a  unit  trust 
backed  by  Ginnie  Mae  securities  justifies 
a  3%  commission.  As  the  issuance  of 
private  pass-through  certificates  grows, 
moreover,  both  investors  and  regulators 
should  recall  the  sad  history  of  the  real 
estate  investment  trusts.  For  example, 
will  banks  and  savings  and  loan  associ- 
ations be  tempted  to  generate  mortgages 
to  put  in  pass-through  pools  with  little 
regard  for  quality,  packaging  and  selling 
them  to  keep  origination  fees  and  mort- 
gage-servicing income?  Something  like 
that  happened  with  the  REITs. 

It  is  also  not  too  soon  for  company 
treasurers  to  start  worrying  what  will 
happen  if  and  when  mortgage-backed 
security  flotations  exceed  total  corporate 
financing.  That  could  mean  extra  pres- 
sure on  the  capital  market  and  higher 
interest  rates  for  corporate  borrowers. 
For  the  housing  market,  however,  the 
trend  is  nothing  but  good  news.  Housing 
now  has  a  vast  money  market  to  tap.  ■ 
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These  famous  symbols  all  have  something  in  common. 


\1 


Gerber. 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as  the 
53rd  largest  U.S.  industrial,  with 
1977  sales  of  over  $3.8  billion. 

And  diversified.  Greyhound's 
activities  run  from  transpor- 
tation to  food  to  soap  to 
computer  leasing  to  restaurants 
to  display  contracting  to 
jet  fueling  systems  at 
major  airports  and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's  the 
front-runner  in  most  of  them. 

Greyhound  is  the  number 
one  transportation  company 
on  earth  . .  or  in  the  sky.  In  1977, 
we  carried  22  million  more 
people  than  United  Airlines, 
America's  largest  airline. 

Greyhound's  Armour  is 
America's  leading  producer  of 


bacon  and  the  second  leading 
seller  of  hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
number  one  selling  soap  in 
America.  And,  together  with  our 
Tone  brand,  our  two  soaps  have 
a  larger  dollar  share  of  market 
than  any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Proctor  and  Gamble 
or  anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation  equip- 
ment in  the  U.S.  —  in  fact, 
we  own  more  jets  than  some 
airlines.  And  we  operate  the 
premier  group  of  display 
companies  in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't  just 
"the  bus  company"  anymore, 
it's  "the  omnibus  company" — a 
growing  corporation  serving  the 
needs  of  today's  consumer 
in  many  different  ways. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies 


"National  Semiconductor 
is  crossing  the  Rubicon- 

We  are  entering  the 
computer  market  with  a 
range  of  sophisticated 
system-level  products. 

I  think  they  are  some 
of  the  most  important  breakthroughs  ever  in 
systems  technology 

For  us,  this  step  is  not  only  natural  and 
logical,  but  inevitable. 

We  consider  that  we  are  finally  giving 
birth  after  ten  long  years!' 

Charles  E.  Sporck 
President 


"I  assure  you,  National  Semiconductor  did 
not  caper  into  the  computer  market  on  a 
whim.  For  the  past  decade,  we've  been  a 
leader  in  creating  the  technology  that  makes 
computers  work. 

In  1973,  we  became  a  visible  systems 
supplier— with  the  sale  of  electronic  point  of 
sale  systems.  We  re  now  the  second  largest 
supplier  in  the  world.  With  more  than 
13,000  terminals  and  over  1000  computers 
in  more  than  1,400  store  sites.  And  a  full- 
time  field  service  force  of  more  than  250 
people. 


Three  years  ago,  we  introduced 
IBM  370-compatible  add-on  memory'. 
Today,  National  ships  more  large  scale  370 
add-ons  than  anyone  except  IBM. 

National  has  built  add-in  memories  for 
some  of  the  most  popular  minicomputer 
models  as  well. 

We  are  now  shipping  our  industry 
standard  Series/80  microcomputers  at  the 
rate  of  12,000  systems  a  year. 

Two  years  ago,  we  unveiled  our  first 
IBM-compatible  computer.  To  date,  over 
100  systems  have  been  installed  in  ten 


countries.  We  are  now  shipping  more  IBM- 
compatible  computers  than  all  other 
competitors  combined. 

I  think  this  demonstrates  that  National 
Semiconductor  has  quietly,  deliberately 
become  a  prime  mover  in  computer  hard- 
ware and  systems.  Annual  computer 
revenues  already  put  us  in  the  top  15  of  all 
U.  S.  general  purpose  computer  manufac- 
turers —  and  we're  climbing.  Certainly,  we 
haven't  come  this  far  without  being  acutely 
aware  of  the  market's  needs. 

A  clear,  levelheaded  look. 
If  we  had  not  penetrated  the  systems  market 
of  our  own  accord,  technology  would  have 
eventually  forced  the  business  on  us.  Our 
semiconductor  components  are  rapidly 
becoming  total  "systems  on  a  chip.' 


But  before  jumping  into  the  market 
altogether,  we  gave  ourselves  the  luxury  of  a 
clear,  levelheaded  look  at  the  terrain. 

Because  we  have  no  equity  in  particu- 
lar methodology  or  design,  we  remain  free 
to  appraise  the  market  and  develop  a 
product  that  uniquely  solves  a  problem. 


And,  by  applying  current  semiconduc- 
tor technology  and  production  expertise, 
we  deliver  better  performance  at  a  lower 
price  than  other  suppliers. 

Just  another  computer? 
National  Semiconductor  is  deeply  com- 
mitted to  applying  its  systems  technology 
to  real  user  problems.  We  are  not  interested 
in  simply  creating  another  different 
computer. 

By  making  software-compatible  hard- 
ware, we  protect  a  customer's  investment 
in  standardized  software. 

At  the  same  time,  we  consider  it  our 
responsibility  to  supply  our  customers  with 
the  latest  in  systems  technology.  So  we'll 
be  sparking  unique  product  advances  of  our 
own.  Particularly  where  a  void  exists  in 
the  marketplace. 

For  keeps. 

National  Semiconductor  is  in  the  computer 
systems  business  for  keeps  —  as  a  broadbase 
supplier  able  to  handle  everything  from 
manufacture  through  distribution,  delivery, 
service  and  support.  That's  why  we  have 
an  active,  full-fledged  service  force  of  over 
250  people  set  up  to  respond  to  customer 
needs. 

We're  willing  to  pinpoint  our  experi- 
ence in  research  and  development  to  further 
advance  systems  technology.  In  fact,  over 
the  next  several  months  we  ll  be  taking  the 
wraps  off  some  of  the  most  significant  new 
products  in  our  history.  Breakthrough 
products  like  the  System/400,  perhaps  our 
most  important  advance  in  systems  tech- 
nology to  date. 

The  System/400  is  the  first  minicom- 
puter designed  to  perform  all  the  functions 
of  large  IBM  computers.  It  means  users  will 
be  able  to  run  existing  industry-standard 
software  on  a  system  at  a  fraction  of  the  cost 
of  a  large  computer. 

If  you'd  like  to  know  more  about  the 
future  of  National  Semiconductor, 
Computer  Products,  or  about  System/400 
specifically,  write  me  personally:  Charlie 
Sporck,  President,  National  Semiconductor 
Corporation,  Drawer  1,  2900  Semiconduc- 
tor Drive,  Santa  Clara,  California  95051'.' 


Computer  Products  Group 

#  National  Semiconductor  Corporation 


GEOBANKING 


The  Manufacturers  Hanover  Way  of  Worldwide  Banking 

that  works  best  for  a  particular  place  at  a 
particular  time. 

Geobanking. 

It  is  wholly  responsive,  since  it  fine- 
tunes  banking  to  national  and  regional  needs. 

It  is  flexible,  admitting  swift  adjust- 
ment to  changes  in  prevaijing  conditions. 

And  Geobanking  is  synergistic, 
enabling  Manufacturers  Hanover  to  marshal 
strengths  from  the  worldwide  resources  of  a 
$35  billion  organization. 


Geobanking. 

*C^t    It  is  money  moving  and 
/       working  around  the  world. 
^ifT^  v  It  is  the  Manufacturers 

^BEa"  /      Hanover  way  of  worldwide 
"^4^"  banking. 

Unlike  most  major  international 
banks,  Manufacturers  Hanover  does  not 
enter  a  region  or  a  country  with  a  rigid 
operational  philosophy. 

Instead,  it  adopts  a  way  of  banking 


MANUFACTURERS  HANOVER 

«>  rac  The  banking  source.Wor!dwide. 


Gold 
ining: 
The  Grit 
Behind  The 
Glitter 

Gold  may  glitter  but 
mining  it  is  a  tough,  costly 
proposition.  So  much  so 
that  a  near  quintupling  of 
the  price  hasn't  brought 
forth  much  new  produc- 
tion. As  a  result,  Dome 
Mines,  Canada's  biggest 
gold  miner,  has  little 
growth  potential — at  least 
as  a  gold  producer — 
except  what  comes  from  an 
increase  in  the  gold  price. 

By  PHYLLIS  BERMAN 

Americans  are  starting  to  catch  the 
European  disease:  gold  fever.  In  the 
past,  gold  hoarding  was  mostly  for  for- 
eigners: French  peasants,  Swiss  shop- 
keepers, Indian  moneylenders,  South 
American  dictators  and  overseas  Chinese 
traders.  Americans,  by  contrast,  have 
preferred  productive  investments  to  pro- 
tective ones,  and  gold  is  sterile — it  yields 
nothing  but  the  comfort  and  satisfaction 
of  holding  it. 

Times  are  changing.  Americans  seem 
to  be  losing  their  immunity  to  the  gold 
virus.  Why?  Who  can  say  what  causes 
popular  delusions  and  madness  in 
crowds?  But  the  recent  facts  are  these: 

•  The  U.S.,  which  produces  little 
gold,  imported  4.5  million  ounces  of  bul- 
lion last  year,  up  from  2.6  million  ounces 
in  1976. 

•  Trading  on  the  U.S.'  two  gold  fu- 
tures markets  in  1977  more  than  doubled 
from  the  1976  level.  In  the  first  quarter, 


trading   was   twice   last   year's  level. 

•  While  the  New  York  Stock  Ex- 
change was  steadily  declining  from  late 
1976  to  early  1978,  the  Toronto  Stock 
Exchange  gold  index,  which  tracks  nine 
stocks,  almost  doubled;  much  of  the  ac- 
tion, apparently,  was  from  U.S. 
investors. 

Quickened  interest  in  gold  has  led 
investors  to  do  some  extraordinary 
things.  Take  the  price  of  Dome  Mines, 
Ltd.,  whose  three  mines  make  it  the 
largest  gold  miner  in  Canada  and  the 
major  North  American  gold-mining  stock 
listed  on  the  New  York  Stock  Exchange. 
Dome  Mines  stock  has  been  trading  late- 
ly at  11  times  1977  earnings.  Yet  the  bulk 
of  the  Toronto-based  company's  earnings 
comes  from  its  26%  interest  in  a  sister 
company,  Dome  Petroleum,  Ltd.,  head- 
quartered in  Calgary  and  listed  on  the 
American  Stock  Exchange.  Dome  Pete, 
despite  a  spectacular  record  in  oil  explo- 
ration and  development,  recently  sold 
for  less  than  six  times  1977  earnings, 


almost   half   Dome   Mines'  multiple. 

So  what  is  the  market  saying?  It  is 
saying  it  likes  its  oil  with  a  little  gold 
mixed  in.  Likes  it  so  much  better  that 
way  it  will  pay  more  than  twice  as  much 
for  each  $1  of  earnings.  Does  this  make 
sense?  No,  but  when  it  comes  to  gold  not 
very  much  does  make  sense.  Largely 
because  Americans  suddenly  became 
more  gold-conscious,  Dome  Mines  stock 
shot  up  from  33  to  71  from  September 
1976  to  January  1978,  then  settled  back 
to  the  low  60s. 

Significantly,  the  heaviest  trading  in 
Dome  was  not  in  Toronto  or  in  London 
but  in  New  York. 

But  some  of  the  American  buyers  may 
not  realize  that  a  gold  mine  is  not  neces- 
sarily a  gold  mine. 

As  late  as  1970,  gold  was  still  selling  at 
about  $35  an  ounce.  It  has  since  gone 
close  to  $200 — a  nearly  sixfold  increase. 
That  gain  ought  to  have  caused  a  boom  in 
mining  and  prospecting.  It  should  have 
made  it  economic  to  reopen  old  mines 
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that  were  shut  down  because  of  their 
low-grade  ores.  But  that  hasn't 
happened. 

Last  year  Dome  Mines  reported  a  net 
profit  of  $31  million,  $5.13  a  share.*  But 
more  than  75%  of  this  came  from  consoli- 
dating its  share  of  the  earnings  of  Dome 
Petroleum  (Forbes,  Aug.  1,  1977).  Take 
out  the  Dome  Pete  earnings  and  what  do 
you  have  left  in  Dome  Mines'  gold  inter- 
ests alone?  Bullion  revenues  of  about  $36 
million  and  profits  of  over  $5.3  million. 
That's  pretty  good,  but  compared  to 
Dome  Pete,  which  last  year  earned  $92 
million  on  $461  million,  it's  not  spectacu- 
lar. The  price  of  Dome  Mines'  stock 
reflects,  then,  not  just  its  profits  but  how 
investors  feel  about  gold. 

Why  is  Dome  Mines  not  more  profit- 
able when  gold  has  actually  gone  up 


single  ounce  of  gold. 

Getting  that  rock  out  is  a  laborious 
process.  First  you  sink  a  vertical  shaft  a 
mile  or  more  into  the  earth.  At  various 
points  along  the  shaft,  wherever  the  fine 
veins  of  gold  are  found,  horizontal, 
sometimes  sloping,  tunnels  are  blasted 
out.  Men  work  their  way  into  the  tunnels 
and  fix  blasting  charges  to  break  up  the 
rock.  The  veins  are  so  thin — usually  in- 
visible, in  fact,  to  the  unaided  eye — that 
great  masses  of  rock  are  required  to  yield 
a  small  amount  of  gold. 

"Gold  deposits  tend  to  be  narrow- 
veined — often  just  3  feet  wide,"  says 
James  B.  Bedpath,  the  recently  retired 
chief  executive  officer  of  Dome  Mines,  a 
grizzled  mining  engineer  of  69.  "And 
today  men  just  don't  like  working  in  such 
a  place.  They  prefer  the  open  pit  or  a  big 


the  number  of  men  able  or  willing  to  do 
that  kind  of  work  has  decreased.  For  one 
thing,  the  pay  is  not  all  that  good.  Last 
year  the  average  miner  took  home  $7  to 
$8  an  hour,  or  $16,000  a  year,  which  is 
about  what  a  nickel  miner  gets  for  less 
onerous  work.  Not  surprisingly,  nearly 
60%  of  the  work  force  consists  of  men 
over  45,  men  who  know  no  other  work. 
Boy  Kusiak,  a  Polish  immigrant  who 
came  to  Ganada  in  1949  after  working  in 
a  forced  labor  camp  during  World  War 
II,  is  typical.  To  get  entry  into  Ganada  he 
agreed  to  work  in  gold  mines.  Says  Ku- 
siak: "It's  a  steady  living.  I  have  no  com- 
plaints. The  old-time  miners,  they  didn't 
even  know  the  language,  and  once  they 
got  a  job — any  job — they  had  to  stick  to 
it.  Those  days  are  gone.  Young  people 
with  some  education  don't  want  to  do  a 


Gold  Catches  Up 

For  generations  gold  seemed  endowed  by  its  Creator  with  a 
stable  price.  The  cost  of  living  gyrated  but  maintained  a  close 
relationship  with  the  gold  price.  After  World  War  II,  however, 


white  the  cost  of  living  soared,  the  price  of  gold,  artificially 
set,  scarcely  changed  until  1971,  when  the  U.S.  stopped 
setting  a  price  and  let  the  market  do  it. 
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much  taster  than  oil  since  1970?  Essen- 
tially because  gold-mining  costs  are  ris- 
ing nearly  as  fast  as  the  price.  At  the 
same  time  the  grade  of  ore  is  declining. 

Since  1971,  costs  have  been  increasing 
in  Canadian  gold  mines  at  an  annual  rate 
of  18%.  Unless  the  gold  price  increases 
by  at  least  that  much,  profitability  is 
bound  to  shrink.  Even  at  1977  prices, 
only  one  of  Dome's  three  mines  was 
highly  profitable. 

Dome's  57%-owned  Campbell  Bed 
Lake  mine,  in  Balmertown,  Ontario,  is 
exceptionally  rich  by  North  American 
standards.  Even  so,  it  must  run  1.5  tons 
of  rock  through  its  mill  to  get  a  single 
ounce  of  gold — 437,500  ounces  of  rock 
for  one  troy  ounce  of  gold.  Dome's  whol- 
ly owned  South  Porcupine,  Ontario 
mine  contains  a  much  lower  grade  of  ore; 
here  it  takes  7.3  tons  of  rock  to  yield  a 

*  All  figures  are  stated  in  U.S.  currency. 


underground  area  where  you  can  sit  in  a 
cab  and  operate  a  drill.  But  in  gold  min- 
ing you  can't  mechanize  to  that  extent." 

The  man  who  is  succeeding  Bedpath  is 
Malcolm  A.  Taschereau,  50,  a  mining 
engineer  who  started  his  career  at  Dome 
24  years  ago,  not  long  after  the  company 
came  under  the  sway  of  the  late  Clifford 
Michel,  a  partner  in  Carl  M.  Loeb, 
Bhoades  &  Co.  Michel  was  married  to  a 
granddaughter  of  Jules  Bache,  founder  of 
Bache  &  Co.,  who  had  long  headed 
Dome  Mines.  Just  before  Bache  died  in 
1944,  he  turned  Dome  over  to  his  grand- 
son-in-law,  who  opened  up  Campbell 
Bed  Lake  and  started  the  diversification 
which  ultimately  led  to  the  highly  profit- 
able investment  in  Dome  Petroleum. 
But  while  the  company  has  changed 
greatly  since  Michel  came  on  the  scene 
and  since  Taschereau  joined  the  com- 
pany, gold-mining  methods  themselves 
scarcely  have  changed  at  all.  However, 


job  like  this." 

Unlike  South  Africa,  Canada  cannot 
import  cheap  labor  for  its  gold  mines 
from  neighboring  black  governments 
willing  to  trade  sweat  for  gold.  It  does 
not,  like  the  Soviet  Union  reportedly 
does,  use  convict  labor.  Thus  wages  in 
Canadian  gold  mines  can  go  in  only  one 
direction:  up.  Hence,  a  gold  mine  isn't 
quite  the  hedge  against  inflation  it  seems 
at  first  glance. 

In  petroleum,  the  explosion  of  prices 
since  1973  has  increased  exploration  and 
led  to  the  speeded-up  development  of 
new  oil  fields.  Not  so  with  gold.  Al- 
though the  price  of  gold  has  gone  up 
further  and  faster  than  the  price  of  oil, 
Free-World  gold  production,  mainly 
from  South  Africa,  has  declined  from 
1,300  tons  in  1970  to  965  in  1976.  Over 
the  same  period,  Canadian  production 
has  declined  from  75  to  52  tons.  Explains 
John  Lydall,  Canadian  mining  analyst  for 
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Merrill  Lynch  World  Securities,  "It's 
simply  a  function  of  Canadian  geology. 
Gold  is  worked  in  narrow  veins  and  no 
matter  what  the  price,  the  stuff  adjacent 
to  the  veins  is  largely  waste." 

Nor  does  gold  lend  itself  to  modern 
geophysical  or  geochemical  prospecting 
such  as  revolutionized  nickel  and  lead 
prospecting.  Those  metals  can  be  detect- 
ed by  utilizing  the  magnetic  quality  of 
the  ore  itself,  or  by  following  minute 
samples  of  tracings  of  the  metal  back  to 
its  source.  But  gold  is  surrounded  by 
nonmagnetic  quartz  and  it  is  found  in 
localized,  thin  seams  which  cannot  be 
traced. 

In  short,  the  problem  is  that  existing 
reserves  are  diminishing  and  new  re- 
serves can't  be  detected.  Says  Paul  Rob- 
erts of  Toronto's  Merrill  Lynch:  "It's  a 
dying  industry.  And  its  de- 
mise is  independent  of  the 
gold  price.  In  the  early 
1980s  the  industry  will  be  a 
mere  shadow  of  its  former, 
if  not  its  present,  self." 

Dying?  "That's  an  exag- 
geration," says  Dome's  Red- 
path.  But  Harry  Pyke,  man- 
ager of  Dome's  Porcupine 
mine,  admits,  "Every  ton 
you  take  out  of  the  earth  is 
one  less  ton  to  take  out  to- 
morrow. It's  a  wasting  as- 
set." In  all,  there  is  little 
cause  for  optimism  about 
Canadian  gold  mining:  Total 
ounces  mined  have  declined 
at  an  average  rate  of  2%  an- 
nually since  1941.  Dome's 
Porcupine  itself  won't  be 
able  to  produce  the  120,000 
ounces  this  year  that  it  did 
in  1976. 

If  present  mines  are  run- 
ning out,  why  not  pour 
money  into  exploration?  It's 
not  that  easy.  Unlike  the 
nuggets  of  the  California 
Gold  Rush — called  allu- 
vial— gold  can  almost  never   

be  found  simply  by  panning 
the  gravel  of  riverbeds.  (Only  the  Soviet 
Union  still  has  alluvial  gold,  close  to  the 
earth's  surface.) 

There  has  been  little  technological  in- 
novation in  prospecting.  Years  ago  mines 
were  found  by  the  prospector  with  his 
pick  and  ax.  They  still  are,  basically:  A 
miner  visually  spots  an  outcropping  of 
gold,  which  looks  much  the  same  as  wax 
drippings  on  the  side  of  a  candle.  Not 
surprisingly,  Dome  has  opened  no  new 
mines  since  1949,  when  Campbell  Red 
Lake  was  established.  Last  year's  total 
budget  for  gold  exploration:  just 
$530,000. 

Exploration  is  confined  to  areas  near 
existing  mines  where  the  initial  invest- 
ment is  low.  "It  would  take  $35  million 
to  open  a  1,000-ton-a-day  mine  in  a  new 


area,"  figures  G.  T.  Smith,  president  of 
Camflo  Mines.  "And  that's  assuming  that 
you  can  get  one  ounce  of  gold  for  each 
five  tons  mined,  that  your  costs  will  stay 
around  $70  per  ton  and  that  the  price  of 
gold  will  remain  at  $180  an  ounce."  At 
that  rate,  it  would  take  seven  years  just 
to  get  back  your  initial  investment.  The 
rules  and  the  cost  are  simply  out  of  pro- 
portion to  the  potential  rewards.  Nearly 
100  Canadian  gold  mines  have  shut 
down  since  1948.  Only  24  mines  remain 
in  Canada  and  no  major  new  ones  have 
been  opened  since  1969.  "Today's  costs 
just  won't  allow  it,"  says  Dome's  Pyke. 

Even  the  process  for  refining  gold  re- 
mains basically  what  it  has  been  for  St 
century.  Ore  is  crushed  continuously  un- 
til it  is  a  powderlike  substance.  That  is 
mixed  into  a  cyanide  solution  which  dis- 


Coin  Of  The  Realms:  The  price  of  gold  and  currency  relationships 
were  so  stable  in  the  1 9th  century  that  the  U.S.  considered  issuing 
a  coin  to  be  used  abroad.  Above,  an  experimental  design. 


solves  the  gold,  then  it  is  added  to  a  zinc 
mixture  which  releases  the  gold  in  a 
60%-pure  form.  The  nearly  pure  gold  is 
finally  molded  into  85%-pure  bars  which 
are  shipped  to  the  Royal  Canadian  Mint 
in  Ottawa. 

Doesn't  this  inelasticity  of  supply — 
declining  production  and  steady,  possi- 
bly growing  demand — virtually  guaran- 
tee that  the  price  of  gold  will  go  much 
higher?  Not  necessarily.  There  is  a  joker 
in  the  deck:  Gold  is  rarely  consumed, 
worn  out  or  used  up.  Once  mined,  it  can 
and  does  exist  for  literally  thousands  of 
years.  It  is  estimated  that  there  are 
55,000  to  60,000  tons  of  gold  above 
ground  in  the  world. 

Ponder  those  figures  for  a  moment.  A 
ton  of  gold  at  current  prices  is  worth 


about  $5  million.  At  that  price,  the 
world's  gold  stock  has  a  theoretical  value 
of  about  $300  billion.  Of  the  total  stocks, 
about  35,000  tons  are  held  by  the  Inter- 
national Monetary  Fund  and  central 
banks,  leaving  about  25,000  tons  in  pri- 
vate hands.  Much  of  the  latter  is  in 
France  and  India,  hidden  under  floor- 
boards or  jangling  on  women's  bodies. 

Imagine  what  would  happen  to  the 
gold  market  if  any  substantial  portion, 
even,  say,  1%  of  the  world's  $300-bil- 
lion  worth,  were  suddenly  confiscat- 
ed— perhaps  by  a  Marxist  government 
eager  for  foreign  exchange — and  sud- 
denly dumped  on  the  market?  There 
would  soon  be  no  market  at  all.  Then 
there  is  the  continuing  threat  from  the 
U.S.  Treasury  s  8,588  metric  tons — espe- 
cially in  light  of  its  recent  announcement 
of  upcoming  auctions. 

Little  wonder  the  gold 
market  panicked  in  1976  at 
the  mere  mention  of  a  sell- 
off  by  the  International 
Monetary  Fund.  The  IMF 
has  an  interest  in  getting  a 
good  price  for  its  gold; 
hence  it  is  unlikely  to  dis- 
turb the  market.  Neverthe- 
less, IMF  sales  and  central 
bank  sales  help  fill  the  gap 
between  production  and  de- 
mand and  act  as  a  damper 
on  price.  Meanwhile,  what 
would  happen  if  50  million 
Frenchmen  suddenly  decid- 
ed gold  wasn't  worth 
holding? 

The  price  of  gold,  in 
short,  is  unpredictable,  de- 
pending as  it  does  on  human 
psychology  and  politics. 
Chuckles  Dome's  Tascher- 
eau:  "We  had  a  gentleman 
from  the  University  of  Colo- 
rado who  wanted  to  know 
our  method  for  forecasting 
the  price  of  gold.  Well,  we 
didn't  answer  him.  In  fact, 

  we  had  done  a  study  using 

$20-an-ounce  gold  in  1933 
as  a  base  and  increased  that  by  the  cost  of 
living,  but  we  concluded  the  price  of 
gold  just  wasn't  rational." 

So  much  for  predictability  in  gold. 
The  real  speculative  play  lies  in  an 
investment  in  high-risk  gold  mines  like 
Dome's  Sigma.  To  a  real  gold  bug,  $300- 
an-ounce  bullion  is  not  unrealistic.  At 
$300  an  ounce,  a  Merrill  Lynch  study 
hypothesized,  Dome's  Sigma  mine  could 
earn  $5.75  a  share  vs.  only  $1.84  last 
year,  when  it  was  selling  gold  for  an 
average  of  $140.  But,  of  course,  that's 
highly  theoretical:  Nobody  knows  what 
inflation  would  do  to  the  cost  of  mining 
under  circumstances  that  would  send 
gold  to  $300  an  ounce.  Quite  clearly, 
Sigma's  recent  price  of  $30  (Canadian)  on 
the  Toronto  Stock  Exchange  is  not  justi- 
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The  Assay  Test 

Taking  gold  where  it  finds  it.  Dome  Mining  gets  widely 
varying  results  in  its  three  big  mines.  To  produce  one  ounce 
of  gold,  for  example.  Dome  must  process  7.3  tons  of  ore  at 
its  Porcupine  mine,  6.4  tons  of  ore  at  Sigma,  but  only  1.5 
tons  of  ore  at  Campbell  Red  Lake. 
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fied  by  anything  but  the  glamour  associ- 
ated with  gold  and  the  leverage  gained 
by  investing  in  an  older  mine  with  lower 
reserves. 

People  who  are  afflicted  with  the  gold- 
en virus  might  well  consider  Dome 
Mines'  own  plans  for  the  future.  Dome's 
Redpath  denies  the  company  is  giving  up 
on  new  gold  mines,  but  he  doesn't  sound 
very  convincing.  "We've  definitely  tried 
not  to  put  all  our  eggs  in  one  basket.  It  s 
not  that  we  aren't  looking  around  for  a 
good-grade  gold  mine,  but  we  haven't 
devoted  all  our  energies  to  looking  for 
gold  mines.  We  still  have  what  I  call  a 
general  hunting  license.  We're  neither  a 
gold-mining  company  nor  an  energy 
company.  We're  looking  for  long-term 
investments.  Something  we  can  get  into 
at  a  good  price  and  hold  on  to. " 

For  example:  Dome  just  bought 
10.1%  of  Denison  Mines,  a  Toronto 
uranium  company,  for  $60  a  share  or 
$27.7  million.  Compare  that  to  the 
$530,000  spent  last  year  on  gold 
exploration. 

You  could  therefore  look  on  Dome 
Mines  as  a  raw  materials  company,  with  a 
gold  kicker.  It  has  a  stake  in  two  smallish 
nongold-mining  outfits,  Canada  Tungsten 
and  Mattagami  Lake  Mines,  whose  hold- 
ings are  worth  perhaps  $3.60  per  Dome 
share.  There's  another  $1.50  a  share  or  so 
for  Dome's  investment  in  Panarctic  Oils, 
Ltd. ,  a  consortium  of  oil  exploration  oper- 
ations in  the  Arctic.  Dome  Mines  crown 
jewel,  of  course,  is  its  26%  interest  in 
Dome  Petroleum,  which  was  worth  close 
to  $190  million — $26  per  Dome  Mines 
share — at  the  current  market  price. 
(Dome  Petroleum,  for  its  part,  owns  30% 
of  Dome  Mines.)  But  even  counting  these 
diverse  holdings  at  market  value,  inves- 
tors are  currently  paying  about  $30  per 
share  for  Dome  s  gold  mines,  which  yield- 
ed earnings  of  almost  $1  a  share.  That's  30 
times  earnings. 

Dome's  Redpath  is  a  conservative  man 
who,  before  his  retirement,  often 
lunched  near  corporate  headquarters  at 
Simpsons  on  Toronto's  Bay  Street  with  a 
group  of  fellow  executives,  always  order- 
ing chicken  pot  pie.  He  talks  matte  r-of- 
factly  about  the  prospects  for  gold:  "I 
know  that  gradually  paper  currency  is 
becoming  worth  less,  which  means  gold 
will  be  worth  more." 

That  may  be  true  of  gold  in  the  form  of 
bullion,  jewelry  or  coins.  But  is  it  neces- 
sarily true  of  gold  in  the  ground — which 
is  not  usable  until  it  is  brought  to  the 
surface  and  refined?  Oh  well,  you  can 
look  at  it  this  way:  Since  gold's  only  real 
value  is  the  comfort  it  gives  owners, 
perhaps  the  piece  of  paper  that  repre- 
sents part  ownership  in  a  mine  is  as  good 
a  talisman,  fetish  or  icon  as  gold  itself.  ■ 

Figures  in  chart  (left)  are  stated  in  Canadian 
currency. 
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You  Make  The  Razors, 
We'll  Make  The  Blades 


Kennametal  is  to  machine  tools  what  Gillette  is  to  razors. 
It's  a  gem  of  a  company,  as  good  at  marketing  as  at  technology. 


By  JAMES  COOK 

Ask  people  around  Kennametal  Inc.'s 
Latrobe,  Pa.  headquarters  how  a  com- 
pany with  only  $160  million  in  assets  and 
$166  million  in  sales  manages  to  compete 
head-on  with  giants  like 
General  Electric,  Tele- 
dyne  and  Allegheny  Lud- 
lum  Industries,  and 
they  re  likely  to  point  to 
Kennametal's  trim,  bald- 
ing, rather  pixie-faced 
boss,  63-year-old  Alex  G. 
McKenna.  "Alex  can't 
sleep  nights,"  they'll  say 
with  a  laugh,  "so  he  gets 
into  the  office  by  eight." 

Such  nonchalance — 
cockiness,  even — comes 
fairly  naturally  to  a  com- 
pany that  got  its  start  40 
years  ago  by  winning  a 
substantial  technical  edge 
over  both  General  Electric 
and  Krupp.  Kennametal 
makes  carbide  tools,  and 
the  company  was  founded 
when  Alex'  cousin,  Philip 
M.  McKenna,  a  metallur- 
gical wizard,  came  up  with 
a  commercial  process  for 
making  tungsten  carbides 
that  both  GE  and  Krupp 
had  tried  and  failed  to  de- 
velop. Tungsten  carbide  is 
the  hardest  substance 
available  commercially, 
and  tools  made  of  tungsten 
carbide  cut  through  steel, 
and  almost  anything  else, 
like  a  knife  through  butter 
and  so  have  taken  over  the 
job  of  machining  most  of  the  world's 
industrial  parts.  Kennametal  probably 
has  over  20%  of  that  market  in  the  U.S., 
somewhat  more  than  GE's  Carboloy  Sys- 
tems Department,  and  considerably 
more  than  the  dozen  or  so  other  com- 
petitors in  the  field. 

Tungsten  carbide  is  so  hard  that  it 
can't  really  be  machined,  and  so  it's 
produced  in  the  form  of  a  powder, 
compressed  into  the  shape  of  various 


tools,  and  then  heated  in  a  furnace  long 
enough  to  fuse  the  powder  together  and 
produce  hard  metal  forms.  Kennametal 
takes  a  raw  material  that  sells  for  $10  a 
pound  these  days  and  turns  it  into  prod- 
ucts that  sell  for  as  much  as  $50  and  $60 


Family  Plot:  For  years,  Quentin  McKenna  (right)  thought  his  future 
was  with  Hughes  Aircraft.  Then  his  cousin  Alex  (left)  lured  him  onto 
the  Kennametal  board  and  last  spring  into  joining  the  company. 


a  pound. 

But,  for  all  that,  as  Alex  McKenna 
likes  to  point  out,  it's  a  throwaway  busi- 
ness. Kennametal  turns  out  tens  of  mil- 
lions of  tools  every  year,  many  of  them 
little  more  than  cutting  edges  the  size  of 
a  thumbnail,  designed  to  last  an  hour,  an 
hour  and  a  half.  It  has  a  line  of  10,000 
such  items  and  30,000  customers — gi- 
ants like  General  Motors  and  Caterpillar 
among  them.  "It's  really  a  razor-blade 


business,"  says  Alex  McKenna's  cousin 
and  eventual  successor,  Quentin  Mc- 
Kenna (see  box).  "The  machine  tool- 
makers  sell  the  razors;  we  sell  the 
blades."  "What  we're  selling,"  Alex  Mc- 
Kenna appends,  "is  increased  productiv- 
ity at  lower  cost." 

Kennametal  started  out 
selling  simple  carbide 
tools — the  cutting  edges, 
or  inserts,  that  machine 
tools  ultimately  control  in 
cutting  materials — and 
then  moved  back  first  into 
the  devices  that  hold  the 
tools  and  then  into  the 
sleeves  that  hold  the  hold- 
ers. It  has  also  moved  into 
other  industries  like  min- 
ing and  construction 
where  carbide's  distinc- 
tive characteristics — hard- 
ness, density,  corrosion 
resistance — are  especially 
valuable.  The  result  is  that 
metalworking  products 
now  amount  to  somewhat 
less  than  60%  of  Kenna- 
metal's total  sales. 

It's  a  booming  business 
and  highly  profitable.  In 
fiscal  1978,  ending  this 
June,  Kennametal  stands 
to  net  close  to  $20  million 
on  roughly  $200  million  in 
sales,  for  a  return  on  equi- 
ty of  something  like  17%. 
In  absolute  terms  that's  a 
record,  but  it's  somewhat 
less  than  the  20%  return 
the  company  has  earned  in 
the  past  and  less  than  the 
20%  Alex  McKenna  thinks 
it  ought  to  be  earning  on  its  business. 

Kennametal  came  into  its  own  during 
World  War  II  when  Philip  McKenna's 
carbide  tools  effectively  tripled  U.S.  ma- 
chining capacity.  "We'd  go  into  a  place 
where  they  were  making  a  shell  an  hour, 
and  we'd  do  it  in  10,  maybe  15  minutes.  " 
It's  been  doing  that  kind  of  thing  ever 
since.  In  the  early  days,  a  brazed  carbide 
tool  cost  about  $15  vs.  $1  for  the  steel 
tool  it  replaced.  But  since  it  was  maybe 
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10  times  as  fast  and  25  times  as  produc- 
tive, even  the  most  hidebound  manufac- 
turers eventually  had  to  buy  it.  And  still 
do:  Tool  steels  are  hardly  competitive 
now,  and  Kennametal  works  at  finding 
new  ways  to  increase  productivity  of  its 
carbide  tools  even  more,  most  recently 
by  introducing  coated  carbides  which  in 
some  applications  will  last  twice  as  long 
and  cut  50%  faster. 

Kennametal  is  more  than  just  a  tech- 
nology company.  It  is  also  very  good  at 
marketing.  "We  don't  rely  on  patents  for 
our  strength,"  Alex  McKenna  says.  "We 
don't  think  patents  give  much  satisfac- 
tion. We're  able  to  develop  a  lot  of  new 
ideas.  We  have  superior  tools  and,  I 
think,  our  service  is  appreciably  better 
than  our  competitors'." 

What  gives  Kennametal  its  principal 
competitive  edge,  McKenna  maintains, 
is  that,  unlike  General  Electric  and  some 
of  its  other  competitors,  Kennametal  has 
always  sold  its  tools  directly  to  its  cus- 
tomers rather  than  through  distributors. 
In  the  early  days  Philip  McKenna  used 
to  spend  80%  of  his  time  lugging  a  suit- 
case full  of  tools  from  plant  to  plant 
extolling  the  virtues  of  his  product. 
These  days  a  cadre  of  350  highly  trained 
salesmen  roam  the  breadth  of  the  indus- 


trial world,  not  only  selling  but  also  help- 
ing the  customer  use  the  product. 

"When  you've  got  a  $250,000  machine, 
and  its  production  is  determined  by  a  $3 
tool,"  Quentin  McKenna  says,  "you  serve 
the  customer  by  seeing  he's  got  the  right 
tool.  That's  how  our  products  are  sold.  You 
don't  go  to  the  catalog.  " 


". . .  'We'd  go  where  they 
were  making  a  shell  in  one 
hour,  and  we'd  do  it  in  10, 
maybe  15  minutes' . . ." 


Kennametal  has  grown  far  more  rapid- 
ly than  the  fairly  slow-growing  industrial 
market  it  serves.  Over  the  last  five  years 
its  earnings  have  risen  183%  on  a  114% 
gain  in  sales,  and  McKenna  sees  no  rea- 
son why  Kennametal  cannot  go  on  devel- 
oping that  kind  of  growth.  "We  keep 
making  more  and  different  tools,"  Mc- 
Kenna says.  "More  sophisticated  tools, 
more  engineering,  more  value  added." 

McKenna  has  been  pushing  to  extend 
the  use  of  its  carbides  in  applications 
other  than  metal-cutting.  Kennametal 
worked  with  manufacturers  like  Joy  and 


Ingersoll  Rand  to  develop  cutting  tools 
that  made  continuous  coal-mining  equip- 
ment feasible.  For  all  coal's  growth  pros- 
pects, McKenna  is  more  optimistic  on 
the  potential  for  construction  equip- 
ment. Kennametal  invented  the  tire 
studs  that  most  states  have  since  out- 
lawed for  chewing  up  the  nation's  high- 
ways, but  is  now  making  a  major  bid  for 
the  highway  market.  It  provides  a  car- 
bide-tipped tool  for  a  road  planer,  for 
instance,  that  breaks  up  old  asphalt  high- 
ways, stirs  new  asphalt  into  the  mix  and 
relays  the  road  in  one  operation. 

When  he  takes  over  as  chief  executive 
a  year  or  so  from  now,  Quentin  McKen- 
na has  no  intention  of  altering  the  direc- 
tion Kennametal  has  been  taking.  As  an 
electronics  engineer,  he  does  bring  a 
new  set  of  skills  to  a  company  that's 
always  been  dominated  by  metallurgists. 
"With  the  development  of  solid-state  de- 
vices," he  says,  "the  electronics  industry 
is  really  converting  itself  into  a  materials 
industry.  So  Kennametal  and  the  elec- 
tronics business  are  coming  together 
from  a  technology  point  of  view." 

Where  does  that  fit  with  Kennametal? 
Quentin  McKenna  grins.  "I  haven't  the 
foggiest  idea."  But  wherever  it  is,  Ken- 
nametal is  almost  sure  to  be.  ■ 


Family  Plot 


Until  his  death  in  1969,  Philip  McKenna 
always  thought  of  the  business  he  founded 
as  a  family  operation.  He  gave  his  own 
name  both  to  the  company  and  to  the 
carbide    he  devised — Kennametal. 
Once  the  business  was  established 
he  converted  it  into  a  family  part- 
nership.   The    partners  included 
brother  Donald,  who  relinquishes 
the  chairmanship  this  June,  wife 
Dorothy  and  their  three  children 
and  cousin  Alex,  who  went  to 
work  for  the  company  the  day  it 
was  founded — before  he  had  yet 
finished  college. 

Philip  apparendy  intended  to 
keep  Kennametal  a  private  com- 
pany   as    well.    But  Beardsley 
Ruml's  World  War  II  pay-as-you- 
go  tax  plan  required  Kennametal 
to  pay  two  years'  taxes  in  one 
year — 110%     of     earnings — and 
Philip   McKenna  was  forced  to 
choose    between    liquidating  the 
company  to  pay  his  taxes  or  incorpo- 
rating to  avoid  them.  So  in  1943,  he 
decided  to  incorporate. 

A  few  years  later,  when  McKenna  and 
his  wife  were  divorced.  Dorothy  McKen- 
na decided  to  sell  her  14%  interest  in  the 
company.  By  1967  enough  stock  had 
been  sold  for  Kennametal  to  be  list-     Prodigy:  Phili 
ed  on  the  New  York  Stock  Ex-     first  patent  at 
change,  and  last  year  Kennametal     Kennametal  vv 


finally  made  its  first  offering  of  stock  to  the 
public.  Despite  the  apparent  change, 
however,  Kennametal  remains  what  it 
has  always  been — largely  a  family 
company.  There  are  three  McKen- 
nas  on  the  company's  ten-man 
board  of  directors;  more  than  a 
third  of  the  stock  remains  in  fam- 
ily hands,  with  Alex  McKenna 
and  Philip's  daughter  Carol  as 
the  largest  stockholders;  and 
starting  in  July  the  management 
will  begin  to  pass  into  a  new- 
generation  of  the  family.  On 
July  1.  Quentin  C.  McKenna,  a 
cousin  from  a  branch  of 
the  family  never  heretofore  in- 
volved in  the  company,  wall  take 
over  as  president  and  a  year  lat- 
er will  succeeded  Alex  as  chief 
executive,  while  Alex  will  contin- 
ue as  chairman  of  the  board.  A 
51 -year-old  electronics  engineer 
and  assistant  group  executive  with 
Hughes  Aircraft's  Missile  Systems 
Group.  Quentin  has  been  on  the 
board  of  directors  since  1971.  so  con- 
tinuity seems  assured.  "I  sure  hope 
the  family  interest  will  be  maintained." 
Alex  says,  "and  I  think  the  whole  family 
feels  that  way.  We  want  this  to 
p  McKenna  received  his  continue  as  a  family-controlled  but 
the  age  of  16,  developed  professionally  managed  public 
hen  he  was  41 .  company."  — J.C. 
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YOU'VE  GOT 
THAT  WEST 


EVERYTHING  WE  SAY  IT  IS. 


The  package  we  put  together  for  the  serious  investor  has 
iy  Rockefeller's  personal  approval  or  it  never  gets  out  the  door. 


iybody  who  makes  a  promise  like  this  is  serious 
out  doing  business.  And  confident  that  West 
ginia  can  deliver  what  you're  looking  for:  the 
ht  situation  for  a  capital  investment.  Take  energy, 
i're  sitting  on  400  more  years  worth  of  coal, 
her  investors.  Last  year  alone  industry  and  busi- 
ss  put  $1 .5  billion  more  into  our  state.  Quality  of 
!.  The  lowest  crime  rate  in  the  U.S.  says  it  better 
in  anything.  Find  out  all  the  facts  by  sending  in 
3  coupon.  We  promise  you  that  someone  who 
ows  the  ropes  will  act  on  it. 


□  Yes,  I'd  like  to  see  a  summary  of  the  facts. 

□  I  would  like  a  detailed  proposal  for  bottom  line  profits 

□  Have  one  of  your  professionals  give  me  a  call  at  

  Title-  


I  0858 


Name- 


Address-. 


Company. 


City_ 


Staie. 


Zip_ 


Don  Moyer,  Governor's  Office,  Charleston,  WV  25305 

Sit it to  off  Xhbet  I  riVf*iVi 7 f* 


New  Chip  At  The  Old  Block? 


Leonard  Block  has  done  a  good  job  conserving  what  his  father  left  him. 
But  he  lacks  the  old  man's  boldness — and  Block  Drug  has  fallen  behind. 


"My  father  was  a  great  salesman,"  says 
tall,  angular  Leonard  Block,  66,  "and  he 
was  a  marvel  at  acquiring  companies." 
Leonard  Block,  the  company's  chairman, 
hesitates,  stares  at  his  interlocked  hands 
before  him  on  the  desk,  then  blurts  out 
phlegmatically,  "But  I'm  a  better  admin- 
istrator." Thanks  to  the  complementary 
talents  of  father  and  son,  the  Block  fam- 
ily is  worth  close  to  $100  million,  on 
paper  at  least.  The  family  owns  90%  of 
the  7.5  million  outstanding  shares  in  Jer- 
sey City-based  Block  Drug  Co.,  the 
$136-million  sales  manufacturer  of  such 
drugstore  staples  as  Polident  denture 
cleanser,  Tegrin  medicated  shampoo  and 
Pycopay  toothbrushes.  But  in  some  ways 
Block  Drug  has  been  a  disappointment 
for  its  outside  stockholders. 

The  father,  Alexander  Block,  was  a 
Russian  immigrant  who  started  a  drug- 
store on  Brooklyn's  Fulton  Street  in 
1907,  turned  wholesaler  by  1915  and,  by 
1925,  was  in  the  drug  manufacturing 
business  with  a  50%  acquisition  of  Wer- 
net's  Dental  Manufacturing  Co. 

Right  up  to  his  death  in  1953,  Alex- 
ander Block  was  buying  up  small  drug 
and  dental-  care  products  and  companies 
such  as  the  Antikamnia  Remedy  Co.  (in 
1931),  Pycopay  and  Romilar  cough  syr- 
ups. In  the  Thirties,  Block  even  devel- 
oped a  product  of  his  own — Polident 
denture  powder — which  until  recent 
years  practically  had  a  corner  on  what 
seemed  like  a  potentially  huge  market. 

Graying,  well-tanned  Leonard  Block 
has  been  the  company's  guiding  force 
since  his  father's  death.  His  office  on  the 
sixth  floor  of  an  ugly  factory  building  in 
worn-out  Jersey  City  glows  like  a  sap- 
phire in  blight:  A  large  modern  triptych 
oil  painting  is.  all  green,  there  are  elegant 
shades  of  green  and  plum  on  the  wall  and 
in  the  couch  and  the  rug.  In  one  corner  a 
large  two-toned  bust  of  Leonard  Block, 
complete  with  marble  eyeglasses,  ap- 
pears to  depict  him  with  a  third-degree 
suntan  and  a  head  of  bleached  hair.  "The 
sculptor  gets  that  effect,"  says  Block,  "by 
the  way  he  grades  the  stone." 

Leonard  Block  has  gotten  some  cu- 
rious effects  himself  by  the  way  he  has 
administered  the  raw  potential  of  the 
company  amassed  by  his  enterprising  fa- 
ther. In  the  fiscal  year  ended  Mar.  31, 
Block  Drug  had  revenues  of  $136  million 


and  estimated  earnings  of  $1.80  per 
share — a  typically  solid  improvement 
over  its  previous  year  when  it  earned 
$1.58  per  share  or  $11.9  million  on  sales 
of  $127  million.  In  fact,  Block  Drug  usu- 
ally maintains  earnings  and  sales  growth 
rates  of  around  10%  a  year,  just  about 
the  industry  medians  for  the  bigger  pro- 
prietary drug  companies  listed  in 
Forbes'  1977  yardsticks  of  management 
performance. 

But  Block  Drug  has  never  made  the 
quantum  leap  into  the  heavyweight  class 
among  proprietary  drug  companies  such 
as  Warner-Lambert  Co.,  one  giant  it 
competes  with  on  the  druggist's  shelf. 


". . .  Block  Drug  keeps  com- 
petitive by  spending  more 
per  sales  dollar  on  advertis- 
ing than  anyone  else  . . ." 


The  denture-cleansing  market  has  not 
turned  out  as  large  as  it  may  have  prom- 
ised to  be  in  the  1930s — modern  dental 
hygiene  has  seen  to  that.  Furthermore, 
Block  hasn't  introduced  a  major  new 
product,  either  through  acquisition  or  its 
own  research,  since  Tegrin  in  1964.  In 
the  proprietary  drug  business,  where 
product  life  can  be  painfully  short,  that's 
begging  disaster.  Block's  controller, 
Melvin  Kopp,  48,  says,  "Our  products 
must  constantly  be  replaced  by  newer 
products.  We  fell  behind  on  that." 

What  success  Block  has  maintained, 
conversely,  is  due  to  Leonard  Block's 
husbanding  of  the  products  and  sales 
practices  he  inherited  during  his  father's 
tenure;  Leonard  has  been  a  conserver, 
rather  than  a  creator.  Block  Drug  keeps 
its  Polident,  Tegrin  and  other  products 
competitive  in  drugstores  and  supermar- 
kets by  spending  more  per  sales  dollar 
for  advertising — especially  television 
ads — than  any  major  advertiser.  The  $30 
million  it  spent  for  ads  in  1976,  for  exam- 
ple, was  23%  of  its  sales  that  year.  By 
comparison,  Procter  &  Gamble  Co.,  the 
biggest  total  ad  spender  ($445  million  in 
1976),  spends  only  8%  of  its  sales. 
Block's  much  bigger  competitor, 
Warner-Lambert,  spent  about  15%. 

By  spending  so  much  on  advertising 


Block  creates  "pull"  demand  for  its  prod- 
ucts: consumers  who  want  Polident  or 
Nytol  because  of  their  dramatized  effec- 
tiveness in  TV  commercials.  But  the 
company  has  little  cash  left  over  for  the 
"push"  marketing  techniques  widely 
practiced  by  the  bigger  companies — 
such  as  cooperative  advertising  and  off- 
invoice  product  allowances. 

Block  tried  to  compete  that  way  in  the 
early  1970s  as  Warner-Lambert's  Effer- 
dent  denture-cleansing  tablets  overtook 
Polident's  market  leadership.  But  the 
effort  was  nearly  a  disaster.  Says  Block, 
"The  big  companies  have  more  clout 
with  their  ongoing  products  to  insure 
that  they  get  their  merchandising  dol- 
lar's worth." 

After  hiring  a  new  marketing  director, 
Donald  LeSieur,  from  General  Foods 
Corp.  in  1973,  Block  cut  back  its  mer- 
chandising effort  and  spent  an  extra  $5 
million  on  television  advertising  over  a 
six-month  period — at  the  cost  of  a  39% 
earnings  decline  for  1974.  Block's  Poli- 
dent today  is  within  a  couple  of  points  of 
Warner-Lambert's  47%  market-share 
lead.  "We  spend  our  advertising  dollar 
as  well  as  anybody,"  says  Leonard  Block. 

But  if  Block  Drug  Co.  is  going  any- 
where, it  must  develop  new  products 
like  Gentle  Spring,  which  enters  into  a 
growing  $30-million  feminine-hygiene 
market  this  summer.  And  it  must  use  its 
strong  cash  position  ($27  million  in  1977) 
plus  borrowings  to  make  strong  acquisi- 
tions. Its  young  executives  even  speak 
enthusiastically  of  buying  a  food  com- 
pany in  the  manner  of  Chesebrough- 
Pond's,  Ine.'s  acquisition  of  Ragu  spa- 
ghetti sauce.  "We  could  handle  it,"  says 
Leonard  Block. 

Yet,  while  LeSieur  and  James  Block. 
41  (the  founder's  grandson,  Leonard 
Block's  nephew  and  the  company's  presi- 
dent since  1972),  confer  across  the  hall, 
Leonard  Block  reluctantly  tells  Forbes, 
"We  just  started  a  new  department  to 
concentrate  on  possible  acquisitions.  It  is 
very  frustrating.  There  is  a  lot  of  over- 
paying for  companies.  The  chances  of 
getting  the  purchase  price  back  in  a  rea- 
sonable time  seem  very  remote." 

Alexander  Block  trained  his  son, 
Leonard,  to  be  a  good  administrator. 
Perhaps  he  should  have  imparted  to  him 
more  of  his  own  boldness.  ■ 


- 
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POWER 

OH 


Publish  by  pushbutton 
and  get  copyright  protection  too? 


Now  it's  easy. 


The  Kodak  Ektaprint  AF  copier-duplicator  is  heavy-duty 
equipment  that  bids  fair  to  affect  the  whole  meaning  of  the 
process  of  publication. 

Say  you  have  50  pages  of  typescript,  charts,  tables,  draw- 
ings, etc.  Triple-distilled  product  of  many  a  week's  work  and 
more  than  a  few  midnight  thoughts.  At  long  last  ready  to  go 
as  of  this  morning.  Intended  for  a  few  hundred  selected  recip- 
ients. But  not  for  the  rest  of  the  whole  wide  world  without 
your  knowing  who,  why.  where,  and  how. 

Have  you  thought  about  copyrighting  it?  You  might  sup- 
pose that  would  mean  a  delay.  Not  at  all.  All  it  takes  is  to 
add  this  line  at  the  bottom  of  the  first  page: 

[capital "C" in  a  circle]  [year]  [copyright  owner's  name] 

author(s)  or  entity  that 
hired  the  work  done 

(Registration  is  not  a  condition  of  protection  from  the  making  of 
unauthorized  copies  that  go  beyond  the  limitations  of  "fair  use." 


Your  legal  counsel  can  take  care  of  registration  when  preparing 
to  move  against  an  infringer.  The  new  copyright  law  gives  an 
individual  author's  work  protection  for  life  plus  an  additional  50 
years  after  the  author's  death.  Works  made  for  hire  are  protected 
for  75  years  from  publication  or  100  years  from  creation,  which- 
ever is  shorter.  The  Copyright  Office,  Library  of  Congress,  Wash- 
ington, D.C.  20559  can  supply  general  information  if  the  subject 
particularly  interests  you.) 

Then  the  whole  pile  of  50  pages  is  piit  in  the  feeder  at  the 
top  of  the  machine  and  the  buttons  are  pressed  that  tell  the 
machine  you  want  x  hundred  copies,  two-sided,  two  staples. 
The  stapled  duplicates  start  filling  one  of  the  removable  trays 
at  4200  pages  an  hour,  of  a  quality  that  may 
well  be  crisper  than  the  original  typing.  Some- 
one had  better  be  on  hand  to  remove  loaded 
trays  from  time  to  time.  Let's  get  the  copies  into 
envelopes  and  into  the  outgoing  mail.  The  same 
day  it  was  decided  the  content  was  ready  to  go! 


"No,  operator . . .  keep  trying . . .  I'll  wait . . .  George?  Finally  got  you. 
I'm  fine,  George . . .  uh-huh . . .  Golf?  Haven't  been  out  this  year ...  no, 
weather's  been  okay  . .  .just  too  busy.  Say,  George,  here's  why  I  called. 
Regarding  our  order  for  200  units  of  model  44B . . .  44B . . .  B,  not  D . 
B  as  in  Baker . . .  44B.  We  simply  must  have  it  on  hand  by  the  25th  of 
this  month.  Okay . . .  well,  find  out.  Check  on  it  and  advise  me  when 
and  how  the  order  was  shipped.  That's  it . . .  how're  things? 
You  don't-say.  Hold  it . . .  I've  already  heard  that  one . . .  but 
here's  one  I'll  bet  you  haven't  heard  . . ." 


How  to  cut 
the  tab  for  gab. 


Something  happens  when  a  person  picks 
up  a  telephone. 

What  starts  out  as  a  short  request  often 
turns  into  a  long  exchange  of  pleasantries. 

Which  is  why  the  average  long-distance 
phone  call  lasts  seven  minutes. 

Converting  a  7-minute  call 
into  a  17-word  message. 

To  reduce  your  company's  phone  bills, 
communication  specialists  suggest  using 
more  Telex/TWX®  messages. 

In  the  example  at  left,  the  17  words  in 
bold-faced  type  contain  the  essence  of  the 
message.  These  17  words  could  be  sent  by 
Telex  from  New  York  to  Los  Angeles  for  less 
than  15  cents. 

A  seven-minute  station-to-station  phone 
call  during  business  hours  between  these 
two  cities  would  cost  nearly  19  times  as 
much,  or  $2.82.  (Person-to-person,  the  call 
could  cost  $5.07.) 

Furthermore,  when  you  send  a  Telex  or 
TWX®  message,  the  recipient  doesn't 
have  to  be  by  the  phone  to  get  it.  And  you 
both  get  a  written  record  of  the  message. 

Telex/TWX  subscribers  are 
the  cream  of  business. 

The  Telex/TWX  networks  link  more 
than  175,000  terminals  in  North  America 
and  about  780,000  terminals  worldwide. 

And,  with  a  Telex  or  TWX  terminal,  you 
can  send  high-impact  Mailgram®  messages 


For  as  little  as  $77  a  month,  you  can  join  Western  Union's 
Telex/TWX  network. 


for  next  business-day  delivery.  Or  even 
Telegrams. 

Western  Union  also  has  a  service  that  lets 
you  store  your  address  lists  in  our  computer. 
This  service  lets  you  send  multiple  messages 
from  your  Telex  or  TWX  teletypewriter 
without  having  to  type  a  single  address. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  our  Westar®  satellites  and  our 
modernized  Telex/TWX  network,  Western 
Union  is  the  fastest  way  to  get  the  word 
around. 


Boyd  Humphrey,  Western  Union  Corporation 
I   One  Lake  Street,  Upper  Saddle  River,  N.J.  07458 

Send  me  more  information  on  Western  Union's 
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Spare  Parts  For  Humans 

The  $6-Million  Man  is  a  television  fantasy. 
In  real  life  he's  a  $700-million  industry. 


By  STEVEN  SOLOMON 

Thanks  to  Eli  Whitney  (the  inventor 
of  the  interchangeable  part)  and  Henry 
Ford,  if  the  carburetor  in  our  automobile 
becomes  defective  we  can  easily  replace 
it  with  a  spare.  Likewise,  our  industrial 
society  provides  that  new  components 
for  refrigerators,  typewriters,  computers 
or  heavy  machinery  can  be  obtained  al- 
most any-where.  The  humble  light  bulb 
is  replaceable  when  it  goes  dead — no 
need  to  custom-craft  one  for  your  socket. 
So  why,  when  our  own  human  parts 
begin  to  fail,  shouldn't  we  have  spares 
for  ourselves? 

Science  fiction?  No.  Simple  fact.  The 
human  spare  parts  industry,  virtually 
nonexistent  15  years  ago,  is  today  a  $700- 
million  business  worldwide,  growing  at 
about  15%  a  year.  Roughly  200  surgical 
implant  companies  now  make  a  broad 
range  of  highly  sophisticated  products: 
Tanned  aortic  valves  from  pigs,  like  the 
one  inserted  in  actor  John  Wayne  during 
his  open-heart  surgery  early  in  April, 
replace  human  heart  valves;  total  hip  and 
knee  replacements  made  from  stainless 
steel,  special  alloys  and  plastics;  electric 
battery-powered  pacemakers  to  regulate 
the  heartbeat;  silicone-rubber  finger 
joints  to  assist  arthritics;  im- 
plants to  fill  out  a  woman's 
breast  after  cancer  surgery 
or  for  cosmetic  enlarge- 
ment; artificial  lenses  for  the 
eye  that  restore  sight  follow- 
ing cataract  removal.  These 
join  an  array  of  more  tradi- 
tional spare  parts — den- 
tures, artificial  arms,  hooks 
and  wooden  legs — that  are 
not  surgically  implanted  un- 
der the  skin. 

Human  spare  parts  may 
yet  prove  to  be  the  ultimate 
consumer  product.  After  all, 
price  is  not  often  an  overrid- 
ing concern  when  the  alter- 
native is  blindness,  confine- 
ment to  a  wheelchair — or 
death  itself.  And  even  the 
government  lends  a  hand, 
in  many  cases  reimbursing 
the  expense  of  surgery  and 
allowing  a  medical  tax 
deduction. 


Most  of  the  companies  in  this  business 
are  small — under  $10  million — and  pri- 
vately owned  (70%).  But  since  1970,  a 
host  of  big  U.S.  and  foreign  corporations 
have  muscled  in  on  the  market — often 
by  acquisition.  Pharmaceutical  giants 
Bristol-Myers  Co.  and  Pfizer,  Inc.  are 
there.  So  are  Dow  Corning  Corp.  and 
Bayer  A.G.,  the  West  German  chemical 
firm.  Nestle'  Alimentana  S.A.,  the  Swiss 
food  company,  has  in  recent  months 
made  bids  for  several  companies.  Min- 
nesota Mining  &  Mfg.  Co.  last  Decem- 
ber completed  its  fourth  implant  acquisi- 
tion in  two  years,  and  health-care  outfits 
Johnson  &  Johnson  and  American  Hospi- 
tal Supply  Corp.  have  expanded  their 
positions  through  both  internal  growth 
and  takeover.  Atlantic  Richfield  Co.,  the 
oil  company,  Fiat  S.p.A.,  the  Italian  car- 
maker and  Siemens  A.G.,  the  German 
electrical  giant,  all  turn  out  pacemakers. 
(General  Electric  dropped  out  of  pace- 
makers only  in  1976.) 

"There's  a  lot  of  competition  to  buy 
good,  smaller  companies  right  now," 
says  health-care  analyst  John  M.  Nehra 
of  Alex,  Brown  &  Sons,  the  Baltimore- 
based  investment  banking  firm.  "Bids,  in 
absolute  dollars,  are  at  an  alltime  high." 
At  the  same  time,  even  in  a  long-de- 


Parts  Plus  Labor 

Manufacturers  of  spare  parts  for  humans  are  doing 
well  enough,  and  so  are  their  principal  customers,  the 
surgeons.  Implanting  a  pacemaker,  for  example,  is  now  a 
relatively  uncomplicated  operation,  often  just  one  hour 
long.  A  surgeon  in  Los  Angeles  commonly  charges  about 
$1,100,  more  than  25%  of  the  total  cost  of  the  hour.  (The 
pacemaker  itself  is  S2,200.)  According  to  Mount  Sinai 
Medical  Center  in  New  York,  the  surgeon  s  fee  alone  for 
a  new  hip  joint  typically  runs  about  $2, .500;  $1,300  for  an 
intraocular  lens  and  $3,000  for  a  new  heart  valve.  Who 
pays  the  surgeon?  To  an  increasing  extent  we  all  do, 
through  ever-mounting  insurance  premiums  and  taxes  to 
pay  for  government  health  programs  like  Medicare  and 
Medicaid. 

Fees  vary  regionally,  of  course,  and  from  surgeon  to 
surgeon.  As  they  extend  their  techniques  to  new  parts  ot 
the  body,  as  new  parts  for  the  body  come  along,  sur- 
geons will  often  have  little  more  than  their  consciences 
to  guide  them  in  pricing  their  sendees.  Surgery  has  long 
been,  and  it  remains,  the  specialty  with  the  highest  fees 
in  the  medical  profession.  — Elizabeth  Cronin 


pressed  stock  market,  private  companies 
have  continued  to  go  public.  St.  Jude 
Medical,  Inc.,  an  under-$l -million  man- 
ufacturer of  heart  valves,  went  public 
last  year;  likely  to  follow  suit  is  $56- 
million  Intermedics,  Inc.,  which  makes 
pacemakers  and  intraocular  lenses. 

The  fast  growth  in  human  spare  parts 
stands  out  against  the  backdrop  of  an 
overall  slowing  in  the  $160-billion  do- 
mestic health-care  industry — tending  to 
increase  acquisition  activity.  There  is 
more  acquisition  concentration  in  those 
subpockets  of  health  care — like  im- 
plants— that  still  have  their  dramatic 
growth  ahead  of  them."  says  Jerry 
Myers,  head  of  the  acquisition  program 
at  American  Hospital  Supply  .  There  is 
also  the  lure  of  good  returns:  A  22% 
return  on  equity  and  an  8%  aftertax  net 
on  sales  are  benchmarks. 

Much  of  the  acquisition  ballyhoo  in 
spare  parts  these  days  is  focused  on  the 
$40-million  intraocular  lens  market, 
growing  at  well  over  20%  and  promising 
much  more.  Out  of  a  potential  400,000 
cataract  operations  performed  in  the 
U.S.  last  year,  only  about  15%  of  them 
used  a  lens  implant,  and  overseas  mar- 
kets have  even  more  room  for  growth. 
The  pacemaker,  already  a  $400-mil- 
lion  segment  growing  at 
close  to  20%  annually,  is  an- 
other hot  area.  There  are 
more  than  40  competitors 
worldwide  and  two  of  the 
top  four — Cordis  Corp.  and 
Intermedics — have  report- 
edly had  acquisition  feelers 
from  European  firms.  By 
the  early  1980s,  pacemaker 
sales  will  reach  500,000  for  a 
total  of  over  $1  billion. 

The  50.000  heart  valves 
($700  to  $1,400  each), 
100,000  knees  ($650)  and 
200,000  hips  (S400)  implant- 
ed into  humans  last  year  re- 
present other  major  seg- 
ments experiencing  fast 
growth.  There  are  363  mil- 
lion arthritis  sufferers  in  the 
world,  of  whom  about  25 
million  are  badly  disabled, 
so  orthopedic  implant 
(knees,  hips,  finger  joints) 
manufacturers  still  have  a 
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Prices  are  representative.  Actual  prices  may  vary  according  to  type,  function  and  manufacturer  competition. 
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Warren  Hancock  Has  A  Problem 


Ten  years  ago  Warren  Hancock,  then  40,  left  his  job  as 
head  of  marketing  for  heart  valve  pioneers  Lowell  Ed- 
wards and  Dr.  Albert  Starr  to  found  privately  owned 
Hancock  Labs  in  Anaheim.  Calif.  At  the  time,  about  a 
dozen  companies  made  heart  valves.  All  were  small,  most 
were  private  and  all  turned  out  plastic  and  metal  valves. 
Hancock,  who  had  drifted  from  industrial  chemicals  to 
electronics  to  aerospace  instrumentation  and  finally  into 
heart  valves  (he  calls  himself  a  'nondegreed  broengi- 
neer"),  was  interested  in  something  different:  a  natural 
tissue  valve  made  from  the  aorta  of  a  pig.  Today,  pig 
valves  account  for  about  50%  of  the  total  market,  and 
Hancock's  company  has  grown  into  an  estimated  $12- 
million  business.  Claiming  500  employees  and  distribu- 
tion to  22  countries,  he  is  now  one  of  the  market  leaders 
among  the  five  surviving  heart  valve  companies. 

But  Hancock  has  a  problem:  competition.  He  now  finds 
himself  pitted  against  American  Hospital  Supply  as  well  as 
a  private  outfit  bigger  than  himself.  Says  Hancock:  "Our 
profit  margins  are  certainly  getting  lower." 

Marketing  costs  are  one  factor.  In  earlier  days,  the 
2,000  or  so  cardiac  surgeons  who  buy  heart  valves  would 
make  their  selections  largely  from  manufacturers'  sales 
presentations  at  conventions.  Today,  more  selling  is  done 
in  the  field,  where  competitors  with  bigger  and  broader 
product  lines  have  the  advantage. 

Hancock  s  product-liability  insurance  premiums  have 
more  than  quadrupled  in  the  past  two  years,  and  last  year 
he  withdrew  some  of  his  heart  valves  from  the  market 
because  of  possible  defects.  Larger  outfits  (American  Hos- 
pital Supply,  for  example)  can  defray  some  of  the  cost  by 
partially  insuring  themselves;  for  small  manufacturers,  the 
added  cost  comes  directly  out  of  the  bottom  line.  The 
impact  of  paperwork  and  testing  costs  mandated  by  the 


Warren  Hancock:  Increased  competition,  a  capital 
squeeze  and  skyrocketing  costs  may  force  him  to  sell  out. 


Food  or  Drug  Administration  also  tends  to  squeeze  small- 
er companies  harder  than  bigger  ones. 

Raising  capital,  always  a  problem  for  small  companies 
doubling  in  size  every  year,  is  a  major  headache.  Aside 
from  his  initial  investment,  until  now,  Hancock  was  able 
to  get  along  without  long-term  debt,  somehow  managing 
to  wait  out  the  four  months  (nine  months  overseas)  many 
hospitals  take  to  pay  their  bills.  No  more.  "People  have 
been  telling  me  for  ten  years  that  you  can't  keep  up  fast 
growth  without  long-term  borrowing,"  Hancock  says. 
"That  prophecy  looks  like  it  may  now  prove  accurate." 

With  a  single  commodity-type  product — and  a  less  com- 
petitive marketing  base.  Hancock  may  find  the  cost  of 
borrowing  beyond  reason.  Will  he,  like  so  many  others 
like  him,  sell?  "If  the  right  price  came  along,"  he  says.  "I'd 
be  foolish  not  to  consider  it.  — S.S. 


vast  untapped  market  to  penetrate.  Cur- 
rent volume:  about  $200  million. 

As  the  human  spare-parts  business 
grows,  so  does  the  interest  of  the  bigger 
corporations.  In  orthopedics  one  of  the 
earliest  implant  areas,  no  major  indepen- 
dent manufacturers  remain  largely  be- 
cause the  big  companies  have  the  neces- 
sary marketing  and  capital  clout.  Spare- 
part  sales  are  aimed  primarily  at  the 
surgeon  and  those  with  a  broader  prod- 
uct line  can  better  afford  the  captive 
distribution  force  to  ring  up  higher  sales. 

In  many  cases,  small  companies  with 
the  best  technology  simply  can't  com- 
pete in  the  marketplace.  It's  for  these 
firms  that  the  big  corporations  are  on  the 
prowl.  Says  Jerry  Robertson,  head  of 
3M's  surgical  products  group:  "Part  of 
our  strategy  in  entering  the  market, 
since  we  had  no  expertise  of  our  own, 
was  to  identify  companies  with  excellent 
products  that  lacked  the  marketing  vehi- 
cle to  bring  them  forward  It  was  a  syner- 
gistic exercise  in  every  case."  Among 
3M  s  acquisitions:  The  Sampson  Corp., 
McGhan  Medical  Corp.  and  Meditec, 
Inc.,  all  under  $10  million  in  sales. 

Yet  there  are  problems  facing  human 
spare-parts  makers.  Like  almost  all  con- 
sumer product  manufacturers,  they've 
been  hard  hit  by  the  product-liability 


mania  that  has  swept  the  country  over 
the  past  two  years,  even  though  there 
have  been  no  scandalous  or  spectacular 
cases  of  failure  of  a  product.  Thus  insur- 
ance premiums  are  up  five-fold  for  many 
companies,  which  now  pay  on  average 
2%  of  sales  for  product-liability  insur- 
ance. Some  small  companies  pay  as 
much  as  5% — and  count  themselves 
lucky  they  can  get  any  insurance  at  all. 
One  $10-million  manufacturer  who  two 
years  ago  paid  $50,000  in  premiums  to- 
day shells  out  $300,000  for  the  same 
coverage,  though  he  didn't  have  a  single 
claim  filed  against  him  during  that  time. 
Cases  like  this  have  prompted  some 
small  companies  to  "go  naked." 

The  all-wise  bureaucrats  are  also  in 
the  act.  They  recently  decided  to  impose 
stiff  regulations  over  human  spare  parts. 
The  medical  device  amendments  of  1976 
to  the  basic  Food,  Drug  &  Cosmetic  Act 
require  extensive  testing  before  the 
Food  &  Drug  Administration  will  ap- 
prove a  product  for  sale,  as  well  as  con- 
tinued testing  afterward.  Once  the 
FDA  s  rulings  are  enforced,  spare  parts 
will  be  as  heavily  regulated  as  ethical 
drugs.  "We  really  don't  yet  know  what 
effect  a  metallic  foreign  body  will  have 
on  the  human  body  after  20  years,"  says 
Robert  S.  Kennedv,  Ph.D..  an  official  at 


the  FDA's  Bureau  of  Medical  Devices. 
Fair  enough,  but  where  does  sensible 
regulation  end  and  harassment  begin? 

The  cost  of  meeting  the  regulations 
will  take  its  heaviest  toll  on  the  small 
manufacturer,  deterring  some  from  en- 
tering the  market.  "It  used  to  take  three 
years  and  $3  million  to  bring  a  new 
product  into  the  market."  says  Marshall 
Kriesel,  founder  of  privately  held.  $10- 
million  Medical,  Inc.,  maker  of  heart 
valves  and  other  devices.  "'Now  it  will 
take  five  years  and  $5  million."  Industry 
consolidaton  will  hasten,  even  as  the  big 
corporations,  spending  about  7  cents  on 
the  sales  dollar  for  research  and  develop- 
ment, jockey  for  position  to  take  advan- 
tage of  the  new  human  spare  parts  on  the 
horizon.  These  products  only  sound  like 
the  stuff  of  science  fiction:  implantable 
muscles,  tendons,  contraceptive  cap- 
sules, tear  ducts,  bile  ducts  from  the  gall 
bladder  and  liver,  tracheae,  ureters,  arti- 
ficial larynges,  working  eyes  and  even  a 
viable  artificial  heart.  Devices  that  now 
only  work  outside  the  body  the  way  the 
early  pacemakers  did — kidneys,  lungs, 
electronic  neurostimulators  that  reduce 
pain — will  one  day  be  implantable. 

In  a  w  orld  where  average  lifespans  are 
getting  longer,  human  spare  parts  have 
an  almost  guaranteed  future.  ■ 
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little  bit  of  Jamestown, 
flies  with  every  A300 


And  a  little  bit  of  Wilmington,  Cedar 
Rapids,  Cincinnati  and  hundreds  of 
other  cities  and  towns  in  America  where 
vital  parts  are  produced  for  the  A300  jet 
airliner  (In  Jamestown,  Western  Gear 
Corporation  makes  ball  transfer  units.] 

In  all,  several  hundred  American 
companies  contribute  to  the  success  of 
the  A300.  So  many,  in  fact,  that  the  A300 
dollar-wise,  is  actually  more  '  American" 


than  it  is  anything  else. 

Without  the  efforts  of  tens  of  thou- 
sands of  American  workers,  this  out- 
standing example  of  international 
aerospace  cooperation  couldn't  begin 
to  take  off. 

So  when  we  say  a  little  bit  of  James- 
town flies  with  every  A300,  we're  actually 
talking  about  a  lot  of  American  skill  and 
know-how. 


The  A300  is  contributing  to  the  jobs 
of  American  workers  in  21  states.  Here 
is  a  representative  list  of  companies 
involved  in  the  A300. 


Abe*  Oxnard.CA 

Adams  Rite,  Glendale.  CA 

Aeroquip,  Jackson.  Ml 

Aircraft  Porous  Media,  Glen  Cove,  NY 


Arr  Cruisers.  Belmar,  NJ 
AiReseatch,  Phoenix,  AZ 
Allen  Aircraft  Products,  Ravenna,  OH 
American  Aviation.  New  York,  NY 


Ameteck,  Sellersville.  PA 

Arkwm  Industries,  Westbury.  NY 

Arrowhead  Products.  Los  Alamitos,  CA 

Barry  Wright,  Burbank.  CA 

Bendix.  New  York.  NY 

Cabiecraft.  Tacoma,  WA 

Champion  Spark  Plug,  Toledo,  OH 

Chandler  Evans.  West  Hartford,  CT 

Circle  Seal.  Anaheim,  CA 

Collins  Radio,  Cedar  Rapids,  IA 

Consolidated  Controls.  Bethel,  CT 

Co-operative  industries.  Chester.  NJ 

Custom  Comp  Switches,  Chatsworth,  CA 

Datron  Sysiems,  Los  Angeles,  CA 

Dome  &  Margolin.  Bohemia,  NY 

Edison  Electronics.  Manchester,  NH 

ELDEC,  Lynnwood  WA 

Essex  Cryogenics,  St  Louis,  MO 

Federal  Sign  &  Signal. Blue  Island,  IL 

Fenwal.  Ashland,  MA 

Frost  Engineering.  Englewood,  CO 

Gables  Engineering,  Coral  Gables.  FL 

Garrett,  Phoenix.  AZ 

General  Electric 

-Instruments,  Wilmington.  MA 

-Aircraft  Engines.  Cincinnati.  OH 

-Aviation  Service,  Seattle,  WA 

Granger  Associates.  Menlo  Park,  CA 

Grimes  Manufacturing,  Urbana.  OH 

Gulton  Industries.  Costa  Mesa.  CA 

Hamilton  Standard.  Windsor  Locks.  CT 

Hartwell.  PlacentiaCA 

HTL  Industries,  Pasadena,  CA 

Janitrol  Aero  Division.  Columbus,  OH 

Jonathan  Manufacturing,  Fullerton.  CA 

King  Radio.  Olathe.  KS 

Korry  Manufacturers,  Seattle,  WA 

Lear  Siegler,  Elyiia,  OH 

Lewis  Engineering.  Naugatuck,  CT 


Litton  Systems.  Woodland  Hills,  CA 
Litton  Precision,  Clifton  Heights,  PA 
Lord  Kinematics,  Erie.  PA 
Marathon  Battery  Co ,  Waco  TX 
McGraw-Edison,  Manchester.  NH 
Midland  Ross  Corp  .  Columbus,  OH 
Monogram  Industries.  Venice.  CA 
Motorola,  Schaumberg,  IL 
National  Water  Lift  Kalamazoo,  Ml 
Norco.  Georgetown,  CT 
N  American  Philips,  Cheshire.  CT 
Ozone  Industries,  Ozone  Park.  NY 
Parker  Hannitin,  Irvine,  CA 
Pratt  &  Whitney.  E  Hartford,  CT 
Puritan  Equipment,  Lenexa,  KS 
Purolator  Products,  Newbury  Park,  CA 
RCA  Avionics  Systems.  Van  Nuys  CA 
Rohr  Industries.  Chula  Vista,  CA 
Rosemont  Engineering.  Rosemont.  MN 
Scon  Aviation,  Lancaster,  NY 
Shur-Lok,  Santa  Ana,  CA 
Simmonds  Precision  Vergennes.  VT 
Sperry  Flight  Systems.  Phoenix.  AZ 
Sterer  Engineering.  Los  Angeles.  CA 
Sunstrand  Aviation,  Rocktord,  IL 
Switlik  Parachute,  Trenton.  NJ 
Talley,  Newbury  Park,  CA 
Teledyne  Controls,  El  Segundo.  CA 
Teletlex  North  Wales,  PA 
Telephonies.  Huntington.  NY 
Time  Aviation.  Sun  Valley,  CA 
Titeflex.  Springfield,  MA 
Vibrometer  Corp  ,  Los  Angeles,  CA 
Walter  Kidde,  Belleville.  NJ 
Western  Gear,  Jamestown,  NO 
Westmghouse  Electric  Corp  ,  Lima.  OH 
Weston  Instruments,  Inc ,  Newark,  NJ 
Westport  Development,  Milford,  CT 
Woodward  Governor,  Rockford.  IL 


SA300 


Airbus  Industrie  of  North  America,  Inc. 
630  Fifth  Avenue.  New  York.  New  York  10020 


Will  It  Wash?  As  competitors  improve,  will  consumers  still  pay  a  premium  for  Maytag's  "built-better"  machines? 

The  Problem 
Of  Being  Premium 

Making  the  best  product  and  charging  for  it 
accordingly  has  been  a  great  formula  for  Maytag. 
But  no  business  formula  is  valid  forever. 


They  still  make  them  like  they  used 
to  at  The  Maytag  Co.  in  Newton,  Iowa. 
But  it  doesn  t  seem  to  matter  as  much  to 
washing  machine  buyers,  and  that  may 
soon  matter  a  great  deal  to  Maytag.  The 
Iowa  manufacturer  is  holding  on  to  its 
traditional  share  of  the  market — around 
15%  for  washers:  and  its  profit  margin — 
11.5%  last  year — is  almost  twice  the  in- 
dustry average.  But  the  way  the  home- 
laundry  business  has  been  shaping  up 
lately,  Maytag  may  be  caught  in  a  long- 
term  trend  that  could  jeopardize  its  posi- 
tion as  a  successful  independent  in  a 
business  dominated  by  giant  companies. 

Maytag's  problem  is  that,  despite  the 
fact  that  its  products  are.  to  cite  the 
company's  slogan,  "built  to  last  longer," 
they  also  cost  more  than  competitors 
machines,  roughly  $100  more.  And  that's 
apparently  getting  to  be  too  much  more 
for  many  people.  While  Maytag  has 
picked  up  only  a  percentage  point  or  so 
in  market  share  since  1973,  Whirlpool 
Corp.,  the  biggest  washermaker — in- 
cluding Sears,  Roebuck  6c  Co.  s  house 


brands — increased  its  share  by  six  per- 
centage points  in  the  same  period,  to 
nearly  45%  of  the  total  market. 

In  1977.  with  the  upturn  of  the  home- 
building  industry,  automatic  laundry 
equipment  shipments  by  the  industry 
climbed  11%.  But  Maytag's  revenues 
were  up  only  8.89c  to  8299  million,  and 
its  net  went  up  only  4.2%.  Meanwhile. 
Whirlpool's  net  from  appliance  sales 
jumped  25%  to  30%  last  year.  Then,  in 
this  year's  first  quarter,  a  time  of  rising 
shipments  for  the  industry  .  Ma>~tag  re- 
ported a  6.5%  drop  in  sales  (to  $76  mil- 
lion) and  a  nearly  20%  drop  in  earnings 
(to  57  cents  a  share). 

Don't  weep  y  et  for  Maytag.  It  earned 
better  than  25%  on  stockholders  equity 
last  year — and  this  without  any  debt  lev- 
erage at  all.  But  Maytag's  very  profitabil- 
ity, depending  as  it  does  on  a  premium- 
priced  product,  makes  the  company 
somewhat  vulnerable.  For  one  thing, 
since  it  doesn't  sell  to  the  big  catalog 
chains,  it  lacks  the  aggressive  marketing 
support  of  a  company  like  Sears. 


Then,  too,  real  estate  contractors  usu- 
ally don't  look  for  the  longest-lasting 
product  on  the  market  when  they  make 
purchases  for  acres  of  tract  housing. 
They  look  for  price.  So  do  most  first-time 
home  buy  ers.  Maytag  is  in.  the  least  like- 
ly position  to  benefit  from  further  growth 
in  the  housing  industry. 

That  means  the  company  has  to  rely- 
on  the  replacement  market  much  more 
than  others  in  the  industry  for  its  sales 
growth.  And  that's  where  its  problems 
are  going  to  be  most  acute.  (It  has  been 
running  those  television  spots  featuring 
the  Maytag  repairman  who  has  had  noth- 
ing much  to  do  for  more  than  ten  years.) 
That  extra  $100  or  so  that  May  tag  asks 
from  consumers  may  still  be  worth  it  in 
terms  of  lower  service  costs,  but  the 
competitors  may  be  catching  up  in  qual- 
ity. The  quality  gap  that  existed  five  or 
ten  years  ago  doesn't  exist  anymore," 
say  s  Arnold  P.  Consdorf.  editor  of  Appli- 
ance Manufacturer,  a  trade  publication. 
"Model  for  model,  I  really  don't  see 
much  difference  as  far  as  premium  qual- 
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President  Krumm:  With  Maytag's  profit 
margin  double  most  competitors',  he  has 
ample  room  for  new  marketing  moves. 


ity  goes."  Ned  Davis,  the  appliance  in- 
dustry analyst  at  Mitchell,  Hutchins, 
Inc. ,  feels  that  strong  new  housing  sales 
don't  explain  the  whole  difference  in  re- 
cent growth  rates  between  Whirlpool 
and  Maytag:  "The  critical  thing  is  that 
the  rationale  to  run  out  and  buy  a  May- 
tag has  declined.  "  And  a  majority  of  deal- 
ers in  a  small  sampling  interviewed  by 
Forbes  agreed,  citing  consumer  resis- 
tance to  Maytag's  higher  price,  despite  a 
Consumer  Reports  comparison  pub- 
lished last  fall  that  still  rates  it  as  the 
washer  that  requires  the  fewest  repairs 
and  saves  energy. 

Out  in  Newton  they  don't  seem  terri- 
bly upset  by  the  prospect  before  them. 
"The  quality  of  all  appliances  has  im- 
proved," Daniel  J.  Krumm,  Maytag's  af- 
fable president,  concedes,  but,  he 
claims,  "we  have  kept  our  edge."  That 
remains  to  be  seen.  Meanwhile,  howev- 
er, Maytag's  quality  image  hasn't  rubbed 
off  in  the  principal  field  it  has  chosen  for 
diversification:  dishwashers.  The  giant  in 
that  field  is  an  obscure  private  company 
called  Design  &  Manufacturing,  Inc. 
that  makes  dishwashers  for  Sears  and 
other  major  retailers  and  dominates  the 
market  with  a  45%  slice  of  the  pie. 
Worse  yet,  somebody  else — Hobart 
Corp.'s  KitchenAid — has  already  beaten 
Maytag  to  the  high-quality,  high-price 
niche,  vying  with  General  Electric  for 
the  number-two  spot  with  around  19%  of 


the  business.  Maytag's  market  share  in 
dishwashers  has  ambled  between  4% 
and  6%  since  the  start  of  a  company-wide 
$50-million  capital  investment  program 
that  began  in  1973,  although  it's  been 
making  dishwashers  since  1966.  "We 
might  as  well  be  selling  the  Jones  dish- 
washer," Krumm  admits. 

In  laundry  machines,  its  basic  busi- 
ness, Maytag  does  have  alternatives. 
"We  could  vastly  increase  our  sales  if  we 
made  lower-quality  machines,  but  how 
long  could  we  make  the  premium  one?" 
says  Krumm,  51,  who  has  been  with 
Maytag  for  25  years.  They  could,  of 
course,  also  cut  their  prices  closer  to  the 
levels  of  competitors  in  the  washing  ma- 
chine segment  of  the  market  and  prob- 
ably boost  volume  substantially.  That  fat 
margin  would  certainly  allow  for  it.  But 
could  it  still  earn  25%  on  its  capital  and 
continue  to  command  a  relatively  high 
(11)  price/earnings  ratio? 

There's  no  question  that  Maytag  could 
finance  pretty  much  anything  it  chose  to 
do  to  work  itself  out  of  its  still-profitable 
dilemma.  It  doesn't  have  a  nickel  of  long- 
term  debt  on  its  books  and  no  short-term 
either,  and  its  $164  million  in  assets 
include  over  20%  in  cash  and  equiv- 
alents. But  it  will  probably  have  to  make 
a  major  move  soon.  The  simple,  straight- 
forward formula  that  has  worked  so  well 
for  so  many  years  looks  like  it  may  no 
longer  be  valid.  ■ 


"That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 
,  To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141.  ?it>u 
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"Interactive 
computing  gives  J*P 
problem-solving 
power  to  our 
people. 

The  payoff 
is  $2,650,000 

toward  our 
bottom  line." 


Roger  A.  Harvin 
President 
Church's  Fried  Chicken,  Inc. 


In  othe 


"With  the  help  of  our  IBM  interactive 
computing  system,  we  can  predict  sales 
volumes  to  within  15  percent  in  four  out  of 
five  new  stores— even  before  we  decide  to 
build  the  stores,"  says  Roger  A.  Harvin, 
president  of  Church's  Fried  Chicken  of  San 
Antonio,  Texas.  Church's  fried  chicken  and 
other  foods  are  sold  through  850  stores 
coast  to  coast. 

"This  year  we  expect  to  open  an  average 
of  three  new  stores  a  week  system  wide,  so 
accurate  sales  projections  are  vital,"  con- 
tinues Mr.  Harvin.  "By  conversing  with  the 
computer,  an  executive  can  quickly  assess 
a  prospective  store  site  against  hundreds 
of  variables  associated  with  successful 
Church's  locations. 

"As  a  result,  we  make  fewer  site  mis- 
takes and  place  more  stores  in  highly  pro- 
ductive locations.  This  use  of  the  system 
alone  has  meant  an  increase  of  over  $25,000 
in  the  average  first-year  volume  of  new 
stores— and  added  pretax  net  income  of 
$1,250,000  annually." 

With  interactive  computing,  individ- 
uals communicate  through  terminals 
directly  with  the  computer.  Using  easy-to- 
learn  languages  and  simple  commands,  they 
can  tap  the  power  of  the  computing  system 
to  get  information,  analyze  data,  or  solve 
complex  problems.  Church's  employs  the 
versatile  and  powerful  language  called  APL 
(A  Programming  Language). 

Fine-tuning  finances 

The  Church's  interactive  system,  which 
runs  on  an  IBM  System/370  computer,  is 


also  improving  results  in  the  financial  area 
by  over  $1.4  million  on  an  annual  basis. 

For  example,  planners  can  work  with 
an  extensive  data  base  in  the  computer  to 
pinpoint  the  effect  of  changing  conditions 

on  anticipated  cash 
needs.  This  has  led 
to  a  shift  of  some 
cash  reserves  to 
more  productive 
use  in  store  prop- 
erties. In  another 
application,  major 
cost  savings  are 


FIRST- WEEK  SALES  OF 
NEW  CHURCH'S  STORES 

67% 
increase 

1975 

1977 

before  interactive 

vith  the  help 
~tj interactive 

being  realized  through  more  efficient  sched- 
uling of  store  labor. 

Unlocking  individual  potential 

"One  of  the  factors  behind  our  growth 
is  the  responsibility  we  give  to  individuals," 
says  Mr.  Harvin.  "With  the  interactive  sys- 
tem, we  put  the  computer  at  our  people's 
fingertips  and  said,  'you  know  what  you 
want  to  do— here's  the  power  to  do  it.' 

"This  point-of-work  concept  removes 
restraints.  It  allows  people  to  make  the 
most  productive  possible  use  of  their  skills 
and  knowledge." 

Interactive  systems  are  among  the  ways 
IBM  extends  the  power  of  the  computer  to 
people  who  need  it.  For  information,  call 
your  IBM  Data  Processing  Division  rep- 
resentative. Or  write  for  "Interactive  Com- 
puting: The  Business  Benefits"  to  IBM 
Corp.,  Dept.  83F-F,  1133  =p^=%=  == 
Westchester  Ave.,  White  _1_  _1WI_ 

Plains,  N.Y.  10604.  Data  Processing  Division 


A/ords,  results. 


.  '   


is  the  power  to  create. 

sating  new  Otis  elevatoi 
climb  the  vertical  city 

is  one  way 
we're  using  ours. 


^IW  TECHNOLOGIES 

Pratt  &  Whitney  Aircraft  Group  •  Otis  Groui 
Essex  Group  •  Sikorsky  Aircraft  •  Hamilton 
Standard  •  Power  Systems  Division 
Norden  Systems  •  Chemical  Systems  Divis 
United  Technologies  Research  Center 
United  Technologies  Corporation, 
Hartford,  CT  06101 


Tampax  Faces  Life 

By  virtue  of  pioneering  and  smart  marketing,  little  Tampax  had  one 
of  the  best  profit  records  in  U.S.  industry.  So  profitable  that 
it  attracted  the  inevitable  big-company  competition. 


Thomas  F.  Casey,  the  cigar-chomping, 
70-year-old  chairman  of  Tampax,  Inc.,  is 
a  man  of  strong  nerve.  Here  he  is  run- 
ning a  $164-million  company  that  is  un- 
der assault  by  billion-dollar  giants  like 
Johnson  &  Johnson,  Esmark,  Kimberly- 
Clark,  Procter  &  Gamble.  And  what  is 
Casey's  order  to  his  troops?  Simply  this: 

"We  will  tackle  the  giants  and  set 
them  back  because  we  have  a  better 
product  and  better  knowhow  of  the  mar- 
ketplace. Being  a  smaller  company  we 
will  outmaneuver  them. " 

Relatively  small  as  it  is,  Tampax  is 
defending  from  a  position  of  strength.  It 
still  has  about  55%  of  the  tampon  mar- 
ket. While  Tampax  no  longer  has  the 
75%  it  had  five  years  ago,  its  sales  have 
nevertheless  increased  54%  in  that  peri- 
od because  the  whole  market  is  growing 
as  more  women  are  switching  to  more 
convenient  tampons  from  the  traditional 
sanitary  napkins. 

How  does  Casey  plan  to  meet  the 
latest  challenge  to  a  market  dominance 
that  has  made  Tampax  one  of  the  most 
profitable  companies  in  American  indus- 
try, with  a  return  on  equity  that  aver- 
aged almost  40%  right  through  the  Six- 
ties? By  launching,  he  states  in  his  1977 
annual  report,  "the  most  intensive  pro- 
gram ever  undertaken  by  Tampax  to 
strengthen  its  competitive  position  in 
the  marketplace."  He  boosted  by  50% 
the  company's  advertising  and  promo- 
tional expenditures  from  $13  million  to 
$19  million  last  year,  by  far  the  largest 
increase  ever.  And  Casey  has  similar 
plans  for  this  year.  The  company  has  also 
introduced  a  superabsorbent  tampon  di- 
rected against  the  similar  products  of  its 
four  major  competitors.  Moreover,  Tam- 
pax is  for  the  first  time  using  television  to 
advertise  its  new  Super  Plus  brand.  Its 
pitch:  "For  when  you  want  more  than  a 
super  tampon.  Though  he  plans  to  re- 
linquish his  position  as  chief  executive 
officer  to  President  E.  Russell  Sprague  at 
the  end  of  the  year,  Casey  will  remain 
chairman  and  continue  to  exercise  his 
iron-fisted  control.  He  is  no  man  to  run 
away  from  a  fight. 

Since  its  inception  in  1936,  Tampax 
has  remained  a  one-product  company, 
guided  largely  by  Casey's  business  sav- 


vy. It  has  both  maintained  its  market 
dominance  and  expanded  the  market  by 
smart  promotion,  converting  future  con- 
sumers through  educational  campaigns 
in  the  public  schools,  along  with  sizable 
expenditures  on  print  advertising  and 
promotion.  A  host  of  competitors  in  the 
early  years — Kimberly-Clark  under  the 
same  Kotex  brand  name  it  used  in  sani- 
tary napkins,  Johnson  &  Johnson  with 


of  the  tampon  market  he  once  owned. 


Meds  and  Carefree  and  Purex  with  its 
Pursettes  brand — tried  to  break  in.  But 
Tampax,  riding  a  great  wave  of  brand 
loyalty,  kept  its  market  share  steady  at 
around  90%. 

But  as  the  overall  market  grew  more 
and  more  attractive  to  prospective  com- 
petitors, they  stepped  up  their  efforts. 
Tampax'  market  share  dropped  to  75% 
by  1971.  With  Esmark's  pioneering  use 
of  television  advertising  to  promote  its 
Playtex  tampon  in  1975  along  with  its 
introduction  of  an  innovative  deodorant 
product,  Tampax'  loss  of  market  share 


accelerated,  down  to  nearly  60%.  Es- 
mark's share,  thanks  to  its  very  shrewd 
marketing,  is  now  close  to  30%;  and 
Johnson  &  Johnson  and  Kimberly  com- 
bined have  the  remaining  15%.  J&J  will 
spend  $10  million  in  advertising  this  year 
on  its  new  o.b.  tampon;  P&G  will  prob- 
ably spend  millions  more  on  its  Rely 
brand,  now  being  test-marketed. 

Tampax  own  heavy  advertising  and 
promotional  expenditures  will  inevitably 
cut  into  earnings.  This,  coupled  with  the 
intensified  competition,  has  left  Wall 
Street  skeptical  about  whether  the  com- 
pany can  sustain  the  fat  profits  and  lavish 
dividend  payouts  (72%  of  earnings  last 
year)  that  kept  its  stock  price  far  above 
its  book  value  of  only  $11.  And  even  now 
at  11  times  earnings. 

But  don  t  count  Tampax  out.  With  no 
debt  on  its  balance  sheet  and  a  ratio  of 
current  assets  to  current  liabilities  of 
more  than  5-to-l,  the  company  still  has 
plenty  of  strength.  So,  where  does  the 
company  go  from  here?  Casey  concedes 
it  will  be  increasingly  difficult  to  sustain 
profit  margins  of  over  20%.  Though  he 
refuses  to  be  specific,  he  intimates  that 
the  less  saturated  foreign  markets,  which 
now  account  for  18%  of  earnings,  may  be 
given  greater  emphasis  in  the  future.  He 
also  thinks  that  many  more  users  of  sani- 
tary napkins  can  be  brought  over  to  tam- 
pons. The  sanitary  napkin  retail  market 
has  grown  only  35% — from  $185  million 
to  about  $250  million — since  1970.  Com- 
pare this  with  the  retail  tampon  market, 
which  has  more  than  doubled,  from  $98 
million  to  $250  million.  It  is  expected 
that  by  1985  tampon  sales  will  reach 
$600  million  and  comprise  about  80%  of 
the  estimated  combined  market  of  $750 
million. 

But  while  he  is  determined,  Casey  is 
also  realistic.  Ask  him  whether  the 
heightened  competition  has  made  Tam- 
pax an  acquisition  candidate,  and  he  re- 
plies: "I  will  listen  to  a  legitimate  inquiry 
but  I  won't  talk  to  marriage  brokers  who 
are  looking  for  a  piece  of  the  action." 

Can  Tampax  defend  its  profitability? 
Can  it  remain  independent?  Tom  Casey 
takes  a  bite  on  his  cigar  and  replies: 
"Anyone  who  thinks  he  knows  the  future 
is  a  damned  fool.  ■ 
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The  multi-nation  consortium  (principally  France  and  Germany 
with  Holland  and  Spain),  known  as  Airbus  Industrie,  that 
designed,  built  and  sells  the  Airbus,  has  a  long  way  to  go 
before  it  makes  good  on  the  SI  billion  in  research  and  devel- 
opment spent  on  the  aircraft  since  1969.  The  breakeven  point 
is  estimated  at  360  planes.  Airbus  Industrie  has  firm  orders  in 
hand  for  95  airplanes  (at  roughly  $25  million  apiece)  and 
options  on  another  38.  Still,  the  twin-engine,  wide-bod\  Air- 


bus, designed  for  244  passengers  and  intercontinental  range, 
has  shaken  up  U.S.  planemakers.  "It  has  no  competition 
now,"  says  Thomas  Craig,  head  of  market  research  at  The 
Boeing  Co.'s  commercial  airplane  subsidiary .  The  Airbus  de- 
sign results  in  large  measure  from  specifications  worked  up  b\ 
American  Airlines  in  the  mid-Sixties,  which  George  A.  Warde. 
former  president  of  American  and  since  1974  head  of  Airbus 
operations  in  North  America,  gave  to  the  consortium. 


Will  Prosperity  Strike  Again? 

Overcapacity  nearly  bankrupted  the  airlines  in  the  early 
Seventies,  but  now  that  they've  had  a  modest  recovery  it 
seems  the  first  thing  they  may  do  is  buy  too  many  new  planes. 


Beginning  with  small,  isolated  or- 
ders that  mounted  slowly,  new  plane 
purchases  by  the  world  s  airlines  lately 
have  reached  a  pitch  that  is  reminiscent 
of  the  early  days  of  the  jumbo-jet  frenzy 
of  the  late  Sixties.  Last  month  s  pur- 
chases of  23  European  Airbus  300s  and 
12  Lockheed  1011s  by  Eastern  Air  Lines 
and  Pan  American  World  Airways  for 
S778  million  and  S500  million,  respec- 
tively, were  the  first  major  aircraft  sales 
in  nearly  a  decade. 

The  last  time  the  world  s  airlines  em- 
barked on  so  massive  a  buying  binge  the 
result  was  a  severe,  profit-depressing 
overcapacity  from  which  the  airlines  are 
only  now  emerging.  W  ill  history  repeat? 
This  time  around,  thank  goodness,  the 
debt-saddled  U.S.  airline  industry- 
should  have  great  difficulty  finding  over 
S60  billion  by  1990  for  the  more  than 
2.000  new  aircraft  needed  to  replace  the 
noisy  and  aging  Boeing  707s.  DC-Ss. 
early  Boeing  727s  and  DC -9s. 

"The  magnitude  of  the  problem  of  get- 
ting that  much  capital  is  going  to  prolong 
the  prosperity  of  the  airlines,  because  it 
is  going  to  be  impossible  to  achieve  the 
overcapacity  the  industry  will  surely 
someday  achieve  when  it  can  afford  to  do 
it,"  explains  Charles  C.  Tillinghast  Jr.. 


retired  chairman  of  Trans  World  Air- 
lines, now  a  managing  director  at  Merrill 
Lynch  White  Weld.  Adds  his  colleague 
Paul  Tierney.  head  of  the  transportation 
group.  Tn  a  strange  way.  the  difficulty  of 
raising  capital  could  save  the  industry 
from  itself. 

Maybe  not.  though.  If  the  govern- 
ments of  Europe  throw  money  at  airlines 
that  can  t  afford  to  borrow  from  private 
sources,  overcapacity  will  come  that 
much  faster  and  harder.  Neither  Pan  Am 
nor  Eastern  is  what  a  prudent  investor 
would  call  a  dandy  credit  risk.  But  then 
the  European  governments  aren  t  look- 
ing for  good  investments  so  much  as  they 
are  trying  to  keep  their  workers  on  the 
job.  Pan  Am  had  over  SI  billion  in  debt 
and  capitalized  lease  obligations  is.  only 
$360.5  million  in  equity  in  1977.  lost  an 
average  of  $30  million  every  year  be- 
tween 1969  and  1976  and  has  been  to  the 
brink  of  bankruptcy  Eastern  s  position  is 
not  all  that  much  stronger:  1977  debt-to- 
equity  including  leases  was  3.4-to-l.  cur- 
rent liabilities  exceed  current  assets  and 
since  1973  it  has  lost  a  net  of  $28  million. 
But  the  Europeans  don  t  seem  to  care. 
All  that  matters  is:  Do  they  sell  planes? 

"There  is  no  way  we  can  structure 
financing  packages  of  the  nature  offered 


to  Eastern  and  Pan  Am.  complains 
James  T  McMillan,  president  of  Mc- 
Donnell Douglas  finance  company 
Adds  Thomas  B.  Craig,  head  of  market 
research  for  The  Boeing  Co.  s  commer- 
cial airplane  subsidiary.  "We  manufac- 
turers can  t  improve  our  terms  to  match 
somebody  like  the  British  and  French 
governments  They  have  unlimited  re- 
sources at  their  disposal.  We  have  to 
make  a  profit. 

The  Pan  Am  purchase  of  12  Lockheed 
1011s  'with  options  for  14  more1  for  $500 
million  set  three  precedents  in  interna- 
tional export  financing.  The  Export 
Credit  Guarantee  Department  ECGD  . 
the  British  equivalent  of  the  U.S.  Ex- 
port-Import Bank  Eximbank  .  is  report- 
edly guaranteeing  the  whole  package  for 
15  years — not  only  the  British-made  en- 
gine Rolls-Royce1  but  also  the  Ameri- 
can-made airframe  That  makes  it  the 
first  foreign-government  guarantee  for  a 
product  made  in  another  country,  the 
first  lOOt  guarantee  for  aircraft  financ- 
ing the  upper  limit  had  been  90**'  and 
the  first  15-year  term  10  was  the  rule1 
ever  made  on  such  a  large  scale. 

The  S77S-milhon  Eastern  purchase  of 
23  Airbus  300s  is  also  unique.  Airbus  is 
leasing  four  of  the  planes  to  Eastern  at 


The  IDS  represen 
His  business  is  helping  you 
make  more  out  of 

your  business. 


One  of  the  biggest 
mistakes  a  small 
business  man  can 
make  is  to  think  of  his 
business  as  just  a 
business  instead  of  as 
a  valuable  investment. 

The  IDS  repre- 
sentative can  offer  you 
a  balanced  financial 
plan  designed  to 
help  increase  the  value 
of  that  investment. 

He  can,  for  example, 
show  you  a  wide 
variety  of  ways  to  cut 
your  business  taxes... 
legally. 

He  (or  she)  can 
help  you  set  up  and 
maintain  pension,  profit 
sharing  and  insurance 
programs... and  help 
you  explain  them 
to  your  employees.  He 
can  offer  ideas  on 
your  personal 


investments  and  many 
financial  aspects  of 
your  business  as  well. 

His  suggestions 
will  be  more  than 
just  his  alone.  Because 
he  is  backed  up  by 
the  resources  of 
a  headquarters  staff 
that  includes  stock 
analysts,  trust  experts, 
insurance  advisers, 
accountants,  tax 
analysts,  attorneys,  and 
actuaries. 


We  help  people 


Talk  to  an  IDS 
representative  about 
making  more  out  of 
your  business.  It 
makes  sense. 

Call  800-447-4700 
(in  Illinois  call  800- 
322-4400),  or  write  to 
John  F.  Kelly, 
Vice  President, 
Investors  Diversified 
Services,  Inc., 
Minneapolis,  MN 
55402. 


manage  money 


Another 

record  1st  quarter 
is  in  hand. 


Keene  Corporation's  earnings  per 
share  have  climbed  again.  To  58c  for  the 
first  quarter  of  78,  up  45%  over  the  same 
quarter  of  last  year.  That  makes  it  the  best 
first  quarter  in  Keene's  history,  and  marks 
the  tenth  time  in  a  row  our  EPS  set  a 
record  for  the  given  quarter.  Net  income 
reached  a  record  $1,950,000. 

We  plan  to  keep  our  profitable  growth 
going.  Which  is  why  we'll  continue  to 
concentrate  on  the  four  product  areas 
which  appear  to  offer  the  greatest 
potential:  Bearings,  Filtration, 
Lighting  and  Laminates.  To  have 
the  full  facts  on  hand,  write 
for  an  Annual  Report 

to  345  Park  Avenue,  EPS:  $ 

New  York,  N.Y.  10022. 


EPS:  $.40 


1st  quarter  1977     1st  quarter  1978 


KEENE 

CORPORATION 


marginal  cost;  interest  on  the  subordin- 
ated financing  provided  by  Airbus  and 
General  Electric  (the  enginemakerj  var- 
ies with  Eastern's  profits. 

The  financing  of  the  Eastern  and  Pan 
Am  purchases  of  the  European  airplanes 
has  caused  problems  for  Eximbank,  even 
though  the  bank  is  not  directly  involved 
in  domestic  financing.  The  problem  is 
that  the  easy  terms  the  Europeans  are 
offering  here  could  lead  to  a  financing 
war  over  aircraft  in  the  international 
market.  After  all,  it  is  Eximbank's  job  to 
ensure  that  American  exporters  get  a  fair 
break. 

U.S.  airframe  manufacturers  have 
long  advocated  an  extension  of  Exim- 
bank s  guarantee  terms  from  10  to  15 
years  because  most  planes  last  that  long 
and  are  depreciated  over  14  years.  The 
bank's  board  of  directors  have  opposed 
such  a  move,  but  now  are  considering  it. 
The  bank  has  already  loosened  other 
self-imposed  guidelines,  especially 
where  a  foreign  plane  is  weighed  against 
one  built  in  America.  Last  month,  for 
example,  it  broke  a  long-standing  rule 
not  to  help  finance  the  purchase  of  long- 
range  jumbo  jets  when  it  agreed  to  make 
an  offer  to  Avianca,  Colombia's  interna- 
tional airline,  which  is  trying  to  decide 
between  the  Boeing  747  and  the  Airbus 
300.  "We  are  no  longer  limiting  our- 
selves to  coming  out  with  a  new  aircraft 
policy  that  we  will  finance  X%  at  these 
rates  on  those  terms,"  says  Michael  F. 
Reich,  a  loan  officer  of  the  bank.  "Our 
new  policy  is  that  we  are  open." 

But  how  open?  The  Europeans  are 
clearly  out  for  blood.  After  the  inroads  of 
the  244-passenger  Airbus,  the  next  big 
battleground  is  for  a  200-seat,  medium- 
range  aircraft — which  will  likely  be  the 
727  of  its  generation.  Airbus  is  now  chas- 
ing orders  for  a  smaller  version  of  its 
A300.  and  Lockheed  and  McDonnell 
Douglas  are  both  working  on  similar- 
sized  planes.  Boeing  s  totally  new  767  is 
already  a  strong  candidate.  And  another 
newly  formed  British-backed  consortium 
will  also  soon  be  entering  a  200-seater. 
The  first  big  test  comes  this  summer 
when  United  Airlines  chooses  between 
the  shortened  Airbus  and  the  Boeing 
767.  "Assuming  both  compare  pretty- 
equally  from  an  operating  cost  stand- 
point, then  it  comes  down  to  who  can 
offer  the  best  price  and  the  best  financ- 
ing," says  Richard  J.  Ferris,  president  of 
UAL,  Inc.,  parent  of  United.  "There's 
no  indication  to  me  that  Airbus  is  going 
to  be  any  less  competitive  on  the  new 
aircraft  than  it's  been  in  the  past."  Un- 
less Eximbank  can  work  some  fast  mir- 
acles, trying  days  are  ahead  for  U.S. 
airframe  manufacturers. 

W  hile  all  this  is  going  on,  the  airline 
recovery  of  the  past  year  and  a  half  con- 
tinues. Passenger  growth,  spurred  in 
part  by  discount  fares,  was  up  89c  in  1977 
and  149c  in  the  first  quarter  of  1978. 
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Load  factors  were  up  from  53.7%  in  1975 
to  55.9%  last  year,  though  lower  fares 
and  higher  costs  have  raised  breakeven 
points.  Profits  ran  $744  million,  still  only 
3.7%  of  sales  (compared  to  7.4%  in 
1966),  but  nonetheless  a  40%  increase 
over  1976  and  a  vast  improvement  over 
the  $84-million  loss  incurred  in  1975. 

As  a  result,  the  U.S.  airlines  are  recu- 
perating from  the  tribulations  of  recent 
years  and  have  resumed  doing  what 
comes  natural  to  them:  buying  new 
planes,  adding  capacity.  With  the  recov- 
ery, credit — which  was  very  tight  for 
carriers  between  1971  and  1976 — is  re- 
turning. Overseas  National  Airways  and 
World  Airways  each  raised  $115  million 
to  help  finance  three  new  DC-lOs;  Bran- 
iff  International  borrowed  $240  million 
to  help  pay  for  18  new  727s  and  one  747; 
and  American  has  financed  80%  of  the 
$118-million  cost  of  12  727s.  Boeing  says 
its  worldwide  order  backlog  for  commer- 
cial aircraft  for  1977  was  $4.3  billion  vs. 
$2.6  billion  a  year  earlier.  Boeing  shares 
have  almost  doubled  over  the  past  12 


"  . .  'When  FORBES  writes 
about  how  profitable  air- 
lines are/  says  Tillinghast, 
'is  when  I  sell  my  stock' . .  ." 

months  and  are  closing  in  on  their  all- 
time  high  in  1967. 

Still,  with  the  long-range  effects  of 
deregulation  and  widespread  fare  dis- 
counting as  yet  undetermined,  there  is 
much  for  lenders  to  be  cautious  about. 

Nor  is  the  financial  community  forget- 
ting the  buying  boom  of  the  late  Sixties, 
the  age  of  the  747,  and  the  overcapacity 
it  brought.  Many  of  the  present  genera- 
tion of  airline  executives  contend,  natu- 
rally, that  this  time  they  won't  over- 
build. "I  think  the  industry  learned  its 
lesson,"  says  Frank  Borman,  president  of 
Eastern.  Echoes  United's  Richard  Fer- 
ris, "Overcapacity  in  the  early  Seventies 
brought  about  a  cleansing  of  the  airline 
industry.  The  industry  doesn't  want  to 
get  burned  again."  Meanwhile,  Eastern 
is  buying  those  23  new  Airbuses,  and 
United  has  46  of  the  727s  on  order  (all 
internally  financed). 

When  the  airlines  become  profitable 
enough  to  afford  excess  capacity,  big 
problems  will  inevitably  follow.  Says 
Charlie  Tillinghast:  "I'll  guarantee  that 
there  will  come  a  time  when  Forbes, 
among  ofher  learned  magazines,  will 
write  about  how  profitable  the  airlines 
have  become,  what  a  new  maturity 
they've  reached.  When  I  read  that,  that's 
when  I'm  going  out  and  sell  all  my 
stock."  What  Tillinghast  is  saying  is  that 
airlines  are  a  business  that  just  can't  live 
with  prosperity.  History  seems  to  be  on 
his  side.  ■ 


We've  handed  out 
another  increased 


dividend. 


1972-54 


^y7*?^,  1977-301 


On  March 
24th,  Keene 
announced  its 
first  quarterly 
dividend  of  1 0?  a 
share.  The  new  in- 
dicated annual  rate  of 
40<t  is  33%  above  last  year's 
two  semiannual  dividends 
totaling  30*.  This  marks  the 
seventh  dividend  increase  in 
seven  years,  and  reflects 
Keene's  policy  of  increasing 
dividends  as  earnings  in- 
crease. And  over  the  past 
five  years,  our  earnings  per 
share  have  been  increasing 
at  a  20%  average  annual  rate. 

To  sustain  that  record, 
we've  been  adding  new  and 
larger  manufacturing  facili- 
ties. We've  also  been  finding 
new  ways  our  special  indus- 
trial, pollution  control,  fluid 
handling,  building  and  light- 
ing products  can  help  fill  our 
customers'  needs.  To  get 
the  facts  firsthand,  write  for 
an  Annual  Report  to  345 
Park  Ave.,  New  York  10022. 
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How  we're  helping 
make  the  energy  probierr 

less  of  a  problem 


Some  of  the  many  Sylvania  energy-  Jw, 
saving  lamps.  Foreground:  Thrift/Mate™  '  >>i 

33  and  50  fluorescent  lamps,  which  reduce 
energy  load  33  or  50%,  reduce  light  proportion- 
ately, but  maintain  even  light  distribution.  Other 
lamps  include  SuperSaver  incandescent  and  fluorescent 
lamps,  which  reduce  energy  6-20%,  light  6-18%;  Unalux 
high-pressure  sodium  lamps,  which  provide  80%  more  light 
for  10%  less  energy;  Super  Metalarc  lamps,  which  improve  me 
tal-halide  lamp  light  output  by  25%. 


Report  from  frfra 


One  result  of  the  energy  crisis  is  that  energy 
costs  have  risen  out  of  sight. 

That's  why,  wherever  energy  is  a  significant 
portion  of  the  cost  of  a  system,  everybody— gov- 
ernment and  business— gives  more  and  more  at- 
tention to  easing  the  problem. 

Take  lighting.  It  accounts  for  roughly  5%  of 
industry's  energy  use.  And  GTE  is  in  a  unique 
position  to  serve  this  market.  This  is  how. 

Our  Sylvania  family  of  lamps. 

For  many  years,  our  Lighting  Group  has  been 
developing  lamps  that  generate  more  and  more 
light  using  less  and  less  energy.  Today,  our 
Sylvania  brand  covers  the  most  extensive  line  of 
energy-saving  lamps  available. 

The  energy-saving  benefits  of  many  of  our 
new  lamps  can  be  obtained  immediately— simply 
by  substituting  them  for  older,  less  efficient  types. 

One  of  them  is  providing  80%  more  light,  for 
10%  less  energy,  replacing  mercury  lamps  to 
light  city  streets  across  the  country.  Others  re- 
duce energy  requirements  in  existing  lighting 
systems  in  supermarkets,  de- 
partment stores,  factories,  of- 
fice buildings— wherever  energy 
use  has  become  a  problem. 

New  installations  pre- 
sent the  greatest  poten- 
tial for  Sylvania  lamps' 
economy  in  energy  use. 
The  entire  lighting  sys- 
tem can  be  designed  with 
an  eye  to  effective  usage— from 
lamp  selection  to  fixture  location . . . 
even  to  the  lower  drain  on  air  conditioning. 
(For  every  watt  saved  in  lighting,  another 
one-third  watt  can  be  saved  in  air  conditioning.) 


Energy-saving  lighting: 
a  new  market  opportunity. 

Electricity  is  by  far  the  major  portion  of  light- 
ing cost.  So  even  a  modest  saving  of  energy  will 
repay  any  higher  cost  of  energy-saving  lamps. 

And,  as  the  cost  of  energy  goes  even  higher, 
the  trend  toward  buying  the  most  efficient  lamps 
and  equipment  will  continue. 

This  represents  a  major,  growing  market  for 
Sylvania  lamps. 

Energy-saving  ideas. 

We  help  our  Sylvania  customers  learn  how  to 
save  more  and  more  energy  with  their  lighting 
systems. 

We  tell  them  about  "retrofit."  Replacing  exist- 
ing lamps  with  energy-efficient  models  can  mean 
big  energy  savings.  We  make  "retrofit"  lamps 
for  just  about  every  use. 

Another  point  is  lighting  maintenance.  Chang- 
ing lamps,  cleaning  the  fixtures,  arranging  for 
automatic  turn-off,  and  tuning-up  the  lighting 
system  are  all  energy  savers  available  through 
Sylvania  Lighting  Services. 

The  right  place  at  the  right  time. 

At  GTE,  we  are  expanding  our  technology  to 
be  prepared  with  products  our  markets  will  need 
in  the  future.  This  demands  major  investments 
not  only  in  product  research,  but  deep  studies  in 
market  research. 

Anticipating  market  needs:  it's  a  secret  not 
only  of  our  success  in  energy-saving  lighting,  but 
also  in  electronics,  precision  materials  and  com- 
munications, world-wide. 


One  Stamford  Forum,  Stamford,  Connecticut  06904 


Statistical  Spotlight 


Are  All  Stocks 
Created  Equal? 

Like  a  closing  accordian,  the  price/earnings 
ratios  at  top  and  bottom  of  the  S&P's  500 
have  come  together. 


The  April  1978  rally,  while  a  real  pow- 
erhouse, merely  carried  the  Dow  Jones 
industrials  back  to  where  they  had  been 
at  the  end  of  1977.  The  market  as  mea- 
sured by  the  Dow  is  still  more  than  200 
points  below  its  1973  high.  The  chief 
reason  the  market  is  still  so  low  is  that 
the  so-called  growth  stocks  in  the  index 
have  taken  a  terrible  beating. 

As  a  result,  an  interesting  thing  has 
happened.  Growth  stocks  no  longer  sell 
at  big  premiums  over  ordinary  stocks.  In 
1973.  for  example,  when  American  Can 
sold  for  less  then  10  times  earnings, 
Avon  Products  sold  for  60  times  earn- 
ings. Last  month  American  Can  was  sell- 
ing for  about  7  times  earnings,  Avon 
about  16.  From  a  6-to-l  premium  over 
Can,  Avon  now  commands  just  over  2- 
to-1.  Moreover,  Avon,  which  yielded  1% 
on  its  dividend  in  1973.  now  yields  4%. 
Edward  J.  Mathias.  vice  president  of  T. 


Rowe  Price  Associates,  Inc..  calls  this 
"compaction" — a  narrowing  of  yields  and 
price/earnings  ratio  between  growth 
companies  and  cyclical  companies.  Says 
Mathias:  "The  premium  for  growth 
stocks  is  historically  very  low.  Just  on  the 
basis  of  growth  in  income,  they  look  very 
attractive.  "  The  erosion  of  P/E  ratios  has 
to  be  about  over. 

Mathias  uses  figures  prepared  by  E.F. 
Hutton  in  the  following  chart.  They  di- 
vide the  S&P  500  stock  index  into  ten 
segments — starting  with  the  highest  cap- 
italization stocks  and  ending  with  the 
lowest.  In  1972  the  top  50 — which  is 
heavy  with  growth  stocks — had  an  over- 
all P/E  of  31.5;  now  the  figure  is  just 
10.4.  The  bottom  50 — where  there  are 
far  fewer  growth  stocks — now  have  an 
overall  P/E  of  9.4.  down  only  a  few 
points.  So  the  rich  and  the  poor  aren't  all 
that  far  apart  anymore. 


Coming  Together 

Five  years  ago,  you  could  spot  anyone's  idea  of  a  growth  stock  by  its  high 
price/earnings  ratio.  By  the  end  of  1972,  the  50  companies  in  the  Standard  & 
Poor's  500  average  having  the  highest  market  capitalization — a  group  which 
included  many  of  those  "growth  stocks,"  or  the  Nifty  Fifty — sported  an 
average  price/earnings  ratio  of  31.5.  At  the  bottom  of  the  market,  the  50 
companies  having  the  lowest  market  values  sold  for  an  average  PE  of  12.5. 
The  spread  has  narrowed.  Investors  today,  as  this  chart  shows,  value  those 
top  50  only  slightly  more  than  they  do  the  bottom  50. 
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The  point  Mathias  is  making  is  that 
this  "compaction"  of  yields  and  P/Es  is 
unnatural  and  can't  last.  He  doesn't 
think  that  all  stocks  are  created  equal.  Of 
the  stocks  in  T.  Rowe  Price  s  average 
portfolio.  Mathias  says:  "We're  project- 
ing 139^  to  15%  earnings  growth  for  the 
portfolios;  the  P/E  would  be  cut  in  half  if 
the  stocks  did  nothing  over  the  next  five 
years  [at  15%  annual  growth,  earnings 
almost  double  even  five  years].  I  can't 
see  growth  stocks  doing  that — selling  at  a 
price/earnings  ratio  of  under  5."  His  con- 
clusion: Buy  growth  stocks  now  .  ■ 


Little  Ventured, 
Less  Lost 

The  price/earnings  ratios  of 
low-flying  utilities  like  AT&T 
or  cyclical  stocks  like  General 
Motors  did  not  reach  the 
heights  that  their  high-flying 
brethren  like  Johnson  &  John- 
son or  Avon  did.  On  the  other 
hand,  they  didn't  have  so  far 
to  fall.  Below,  as  a  sample,  we 
show  the  fortunes  of  10  of  the 
50  largest  (ranked  by  market 
value)  companies,  which 
make  up  the  Standard  & 
Poor's  500  averages. 


Price  earnings  ratios 
at  year-end 
Company                        1972  1974  1977 

American  TeJ  &  Tel 

12 

8 

9 

Avon  Products 

65 

13 

16 

Burroughs 

49 

22 

14 

Coca-Cola 

48 

14 

14 

Eastman  Kodak 

48 

17 

13 

Exxon 

13 

5 

9 

General  Motors 

11 

9 

6 

IBM 

37 

13 

16 

Johnson  &  Johnson 

62 

27 

19 

Xerox 

49 

12 

10 
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It's  For  Real! 


That's  what  the  nimble  pair  who  run  Partners  Fund  think  about  the  market 
turnaround.  They're  ready  and  expect  it  will  be  a  whale  of  a  bull  market. 


By  PAUL  GIBSON 

How  do  you  call  this  mar- 
ket? In  all  of  his  44  years  as  a 
securities  analyst,  Ira  N. 
Langsan  has  seen  nothing  in 
the  U.S.  to  compare  with 
Wall  Street's  recent  volcan- 
ic eruption.  "I  cannot  re- 
member any  historical  par- 
allel in  this  country  to  what 
is  happening  now,"  says 
Langsan.  "This  is  what's 
driving  money  managers 
crazy. 

Langsan,  portly  and  bald- 
ing at  66,  is  a  senior  partner 
at  Neuberger  &  Berman, 
the  New  York  broker-man- 
agers, where  he  runs  the 
Partners  Fund  with  Philip 
H.  Steckler  Jr.,  another 
Neuberger  senior  partner. 
Among  them  they  manage 
about  $150  million  in  Part- 
ners and  other  discretionary 
accounts. 

But  while  others  still 
wonder  if  this  is  a  genuine 
bull  market,  Langsan's 
mind  is  about  made  up. 
"There  could  be  a  parallel  in 
Britain,"  he  says.  "Remem- 
ber how  the  stock  market 
there  doubled  in  a  few 
months  or  so  in  1975  and 
then  went  on  to  almost 
quadruple?" 

Is  Langsan  saying  the  Dow  Jones  in- 
dustrial average  could  go  to  1500  or  so 
over  the  next  year?  "It  could  be,"  muses 
Langsan.  "I  think  we  are  seeing  the  be- 
ginning of  the  flight  from  the  dollar.  " 

Langsan  is  not  talking  here  simply  of 
an  even  greater  pounding  for  the  green- 
back. What  he  is  suggesting  is  a  massive 
switch  from  bonds  to  equities.  The  binge 
in  bond  buying  that  began  late  in  1974 
when  interest  rates  peaked,  he  argues, 
has  gone  about  as  far  as  it  can.  Most 
institutional  portfolios  are  now  overladen 
with  bonds,  and  prices  have  been  falling 
since  late  last  year.  With  inflation  on  the 
rise  he  sees  more  fund  managers  moving 
to  protect  their  capital. 

But  moving  where  and  into  what? 
"There  isn't  much  choice,"  says  Lang- 


How  To  Be  A  Palron:  By  defying  the  conventional  wisdom  on 
stocks,  Langsan  (left)  and  Steckler  can  indulge  a  taste  for  modern  art 


san.  He  ticks  off  the  alternatives:  real 
estate,  art,  precious  stones.  "Just  about 
everything  there  is  has  gone  up  except 
U.S.  equities.  This  is  the  only  asset  that 
hasn't  yet  responded  to  worldwide  infla- 
tionary pressures."  That,  Langsan  con- 
tends, is  about  to  change. 

Ah,  but  wait  a  moment.  Wasn't  that 
Wall  Street's  siren  song  in  the  late 
1960s?  A  lot  of  investors  then  were  suek- 
ered  into  equities  as  an  inflation  hedge 
only  to  lose  their  shirts.  What's  more, 
isn't  Langsan  being  premature?  Tradi- 
tionally, the  bond  market  hits  its  low 
point  well  ahead  of  any  sustained  rally  in 
stocks.  Bond  prices  have  headed  down- 
ward for  only  a  matter  of  months. 

All  this  Langsan  readily  acknowl- 
edges, but  feels  the  old  relationship  be- 


tween bonds  and  stocks  may 
be  changing.  While  admit- 
ting stocks  here  may  not  rise 
quite  as  rapidly  as  they  did 
in  Britain,  he  still  insists  our 
market  will  improve. 
"There  will  be  a  strong  sec- 
ular movement  from  bonds 
to  stocks,"  he  says.  "It  will 
probably  last  for  years." 

So  far  his  viewpoint  has 
few  takers.  But  that's  noth- 
ing new.  Langsan  and 
Steckler  have  made  a  prac- 
tice of  being  out  of  step  with 
Wall  Street  over  the  years. 
"We  believe  in  contrary 
opinion,"  chuckles  Langsan. 

In  the  three  years  under 
their  management  Partners 
Fund's  net  asset  value  is  up 
from  $6.53  a  share  to 
$10.38,  a  59%  gain,  one  of 
the  largest  among  no-load 
mutual  funds.  In  the  same 
period  the  Dow  went  up 
only  23%. 

Neuberger  &  Berman 
took  on  the  fund  in  late 
1974,  adding  it  to  the  suc- 
cessful Guardian  and  Ener- 
gy funds  already  under  its 
management.  Previously 
known  as  the  Side  Fund,  it 
possessed  a  $12.5-million 
tax-loss  carryforward,  the 
result  of  an  abysmal  invest- 
ment record. 
For  Partners,  Langsan  and  Steckler 
have  developed  a  strategy  that  reflects 
both  their  backgrounds  and  their  tem- 
peraments: a  neat  meld  of  prudent  cap- 
ital protection  with  aggressive  hit-and- 
run  trading.  While  Langsan  plays  the 
wise  old  owl,  the  lidie  and  lean  Steckler, 
59,  who  started  in  1947  as  a  New  York 
Stock  Exchange  floor  trader  with  his  own 
firm,  darts  in  and  out  of  the  market  like  a 
cock  sparrow  after  tidbits. 

Long  before  secondary  stocks  came 
into  fashion  the  pair  were  buying  outfits 
like  AMBAC  Industries,  Inc.  (diesel  en- 
gine parts),  Pall  Corp.  (disposable  filters) 
and  Taft  Broadcasting  Co.  (regional  radio 
and  television  stations).  Typically,  they 
paid  under  $20  a  share  for  AMBAC, 
which  is  now  being  acquired  by  United 
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Get  to  know  Conrac. 


before  you  dash  for  a  plane 

Our  complete  airport  information  display  systems  will  help  you  get 
to  the  right  terminal,  the  right  airline  and  the  right  gate,  at  the  right 
time.  If  you  know  an  airport  design  consultant,  ask  him  about 
Conrac.  He  knows  us  well . . .  and  so  should  you  if  you're  looking 
for  a  company  on  the  move.  For  example,  our  display  systems 
sales  grew  by  31  percent  in  1977  and  have  nearly  tripled  since 
1 972.  At  Conrac,  we  manage  for  growth . . .  successfully. 

CONRAC 

Write:  Conrac  Corporation,  Three  Landmark  Square,  Stamford,  Conn.  06901. 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


Technologies  for  $48,  and  in  less  than 
three  years  they  have  virtually  doubled 
their  investments  in  Taft  and  Pall. 

They  also  invest  in  takeover  stocks 
when  there's  a  chance  to  profit  from  a 
bidding  contest  as  they  did  with  both 
Babcock  &.  Wilcox  and  Airco. 

To  use  up  the  tax  loss  they  seek  out 
short-term  capital  gains  and  unabashedly 
churn  their  portfolio.  Partners'  portfolio 
is  turned  over  at  least  twice  yearly,  or 
double  the  rate  for  Guardian,  which  un- 
der veteran  tape  watcher  Roy  Neuberger 
has  long  been  known  as  one  of  the  most 
aggressively  managed  funds  around.  The 
Neuberger  people,  of  course,  deny  such 
churning  has  anything  to  do  with  the  fact 
that  they  collect  both  management  and 
brokerage  fees,  but  as  the  firm's  lavish, 
art-decked  trading  room  attests,  fast  and 
frequent  trading  can  be  profitable.  In 
this  case,  happily,  the  customer  seems  to 
profit,  too. 

Much  of  the  Partners  Fund's  new 
money  is  from  tax-exempt  Keogh  and 


".  . .  'In  a  year  you  may  find 
we're  all  in  the  IBMs  and 
GMs  and  have  sold  95%  of 
our  secondary  firms' .  .  ." 

other  self-employment  pension  funds, 
which  don't  need  to  worry  about  taxes  on 
short-term  capital  gains.  Success,  how- 
ever, has  created  a  problem.  Partners 
has  already  reduced  its  tax-loss  position 
by  two-thirds  and  could  be  paying  taxes 
next  year  if  Langsan  is  right  about  the 
market.  To  avoid  that,  Neuberger  & 
Berman  late  last  year  unsuccessfully 
tried  to  acquire  National  Aviation,  a 
closed-end  fund  with  $19  million  in  un- 
realized losses  (Forbes,  May  IS),  and  is 
looking  for  other  such  funds  to  acquire. 

How  well  will  Partners  Fund  fare  if 
the  current  fad  for  secondary  stocks  in- 
creases? Langsan  and  Steckler  are  ready 
for  that.  They  expect  as  the  market  rises 
the  bigger  funds  will  continue  selling 
blue  chips  and  switch  to  smaller  compa- 
nies. So,  true  to  form,  they  are  starting 
to  move  in  the  other  direction.  In  recent 
months  they  have  invested  in  such  blue 
chips  as  IBM,  Boeing  and  Atlantic  Rich- 
field, plus  some  insurance  companies, 
including  Aetna  Life  or  Casualty  and  St. 
Paul  Cos. 

"A  year  from  now  you  might  well  find 
we're  all  in  the  IBMs,  General  Motors 
and  Fords  and  have  sold  95%  of  our 
secondary  companies,"  says  Steckler. 
Adds  Langsan,  "It's  all  a  matter  of  com- 
fort. It's  far  better  to  buy  a  blue  chip  at 
seven  times  earnings  than  a  specialty 
company  with  little  marketability  at  ten 
times." 

Even  the  contrary  like  to  sleep 
nights.  ■ 
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Drilling  is  making 
the  future  even  brighter 

at  Panhandle  Eastern. 


3HS 


The  Dixilyn-Field  Drilling  Company  is 
the  newest  operating  unit  of  Panhandle 
Eastern,  representing  the  Company's 
commitment  to  growth  through  diver- 
sification in  energy — the  nation's  most 
important  business. 

Dixilyn-Field  results  from  the  recently 
completed  acquisition  of  The  Field  Drill- 
ing Co.  of  San  Antonio  by  Dixilyn  (a 
Panhandle  Eastern  Subsidiary),  and 
brings  together  management  skill,  expe- 
rienced personnel  and  modern  equip- 
ment for  onshore  and  offshore  drilling, 
domestically  and  overseas.  Dixilyn-Field 
operates  29  drilling  rigs  and  has  two 
more  units  under  construction.  The  man- 
agement and  operating  efficiency  that  will 
accrue  from  combining  these  two  strong 
organizations  will  enable  Dixilyn-Field  to 
provide  unsurpassed  cost-effective  drill- 
ing to  operators  and  make  a  growing 
financial  contribution  to  Panhandle  * 
Eastern  in  the  years  ahead. 

This  larger  stake  in  drilling  is  another 
step  in  Panhandle's  long-term  growth 
plan  which  involves  maintaining  the 
strength  of  our  basic  business — natural 
gas  transmission — while  broadening  our 
base  of  earnings  in  energy-related  busi- 
nesses. We  invite  you  to  get  the  complete 
Panhandle  Eastern  story  by  writing  to 
Corporate  Communications,  P.O.  Box 
1642,  Houston,  Texas  77001. 


Panhandle 
Eastern 


PIPE  LINE  COMPANY 


Less  rigid  environments 
save  steelworker  jobs, 
environmental  goal! 


Environmental  common  sense: 
part  of  the  solution  to  the  steel  industry  puzzle. 


andates  can 
ithout  forsaking 


The  job  of  controlling  air 
and  water  pollution  in  the  steel 
industry  is  a  tough  one.  And  the 
costs  are  inordinately  high. 

So  far,  Bethlehem  has  spent 
about  $550  million  for  hardware 
to  clean  up  pollutants  from  the 
air  and  water  we  use.  In  addi- 
tion, it  costs  us  about  $75  million 
a  year  to  operate  and  maintain 
these  control  facilities,  including 
the  cost  of  valuable  energy. 

We're  proud  of  what  we 
have  accomplished.  Today  we 
have  in  place  or  in  progress  fa- 
cilities and  plans  designed  to  ef- 
fectively control  the  major 
sources  of  pollution  at  our 
operations. 

But  federal  and  state  gov- 
ernments want  us  to  do  more. 

The  road  gets  rockier— and 
costlier 

In  order  to  comply  with 
existing  regulations,  it  is  esti- 
mated that  Bethlehem  must 
spend  about  $500  million  more 
for  environmental  control. 
Grand  total:  more  than  $1  billion. 
Our  operating  and  maintenance 
costs  will  also  increase  as  more 
control  facilities  are  installed 
and  as  energy  costs  rise.  We  have 
no  clear  estimate  of  what  the  ultimate 
lab  will  be.  Nor  does  anyone  else. 

Based  on  the  scientific  data 
available,  we  question  the  strin- 
gency of  many  of  the  mandates 
we  currently  face.  In  some  cases, 
proven  technology  does  not  exist 
to  do  the  job.  It  takes  time  and 
money  to  develop  control  mech- 
anisms that  will  be  effective.  In 
other  cases,  it  is  simply  not  fea- 
sible to  do  what  needs  to  be 
done  to  meet  the  required 
deadlines. 

Jobs  are  at  stake 

Bethlehem  is  now  spending 
25%  of  its  capital  funds  for  envi- 
ronmental controls.  During  the 


next  five  years,  we  expect  this 
will  increase  to  about  30%.  Such 
capital  investments  do  not  pro- 
duce income,  but  do  increase  the 
cost  of  making  steel. 

Expenditures  like  these  erode 
the  dollars  we  need  to  improve 
production  facilities  and  provide 
job  opportunities. 

We  are  not  crying  "wolf" 

Last  year  Bethlehem  shut 
down  certain  facilities  at  our 
Johnstown  and  Lackawanna 
plants  and  laid  off  thousands  of 
employees.  That  action  was 
painful  but  necessary.  Contin- 
ued efforts  to  restore  the  profit- 
ability of  these  operations  could 
not  be  justified— not  when  we  in- 
cluded the  huge  expenditures  for 
pollution  controls  that  would 
have  been  required  to  continue 
operation  of  those  facilities. 

Action  needed  now 

We  support  our  nation's 
goals  for  clean  air  and  water. 
And  we  endorse  the  recommen- 
dation of  President  Carter's  In- 
ter-Agency Task  Force  on  Steel 
that  calls  for  a  review  of  EPA 


standards  and  regulations  to 
provide  more  flexibility  and  to 
reduce  barriers  to  steel  industry 
modernization. 

We  also  support  the  follow- 
ing: (1)  rational  enforcement  of 
environmental  laws  and  regu- 
lations; (2)  greater  flexibility  in 
compliance  timetables;  (3)  accu- 
rate determination  of  significant 
sources  of  pollution,  their  effect 
on  public  health,  and  the  most 
cost-effective  control  techniques; 
(4)  amortization  of  expenditures 
for  pollution  control  facilities, 
including  buildings,  over  any 
period  selected  by  the  taxpayer, 
including  immediate  write-off  in 
the  year  the  funds  are  expended. 

Make  your  views  known 
where  they  count 

We  believe  a  more  reason- 
able balance  between  jobs  and 
environmental  cleanup  is  ur- 
gently needed.  If  you  agree,  tell 
that  to  your  representatives  in 
Washington  and  your  state 
capital. 

Bethlehem  Steel  Corporation, 
Bethlehem,  PA  18016. 


In  search  of  solutions. 


The  Lavish  Life:  Nordstrom  showcases  its  men's  fashions  in  restrained  splendor  amid  leather  settees  and  oriental  carpets. 

Bloomies  In  The  Boonies 


No  one  outside  the  Pacific  Northwest  has 
Nordstrom,  Inc.  But  look  at  the 


You're  a  successful  woman  lawyer.  You 
live  in  Seattle.  You're  shopping  for 
something  smart  to  wear  in  court  tomor- 
row. You  could  go  to  I.  Magnin.  Freder- 
ick &  Nelson  (owned  by  Marshall 
Field) — or  you  could  go  to  Nordstrom. 

Nordstrom?  Never  heard  of  it?  Then 
you've  never  lived  in  the  Pacific  North- 
west. Chances  are,  if  you've  lived  in 
Seattle  for  any  length  of  time,  you'll 
bypass  the  better-known  stores  and  head 
to  Nordstrom  for  your  Anne  Klein  or 
Gloria  Vanderbilt  outfit. 

Last  year,  with  sales  of  almost  S250 
million,  this  little-known  company  was 
the  third  largest  quality  apparel  specialty 
retailer  in  the  U.S.,  behind  only  Saks 
Fifth  Avenue  and  Lord  &  Taylor  (and 
ahead  of  Neiman-Marcus  and  I.  Mag- 
nin). Since  1971  Nordstrom,  Inc.  net 
income  has  grown  from  S3. 5  million  to 
SI  1.7  million  and  return  on  equity  last 
year  was  a  hefty  20%  (vs.  12.2%  for  the 
department  store  industry).  In  the  last 
ten  years  Nordstrom's  sales  have  grown 
at  a  compound  annual  rate  of  18%  while 
net  income — with  one  interruption  in 
1970 — has  grown  even  faster,  at  23%. 

Beginning  with  just  eight  shoe  stores 
in  Seattle,  in  15  years  Nordstrom  has 
built  a  chain  of  18  apparel  stores  in 
Washington,  Oregon  and  Alaska,  six 
smaller  specialty  stores  and  operates 
leased  shoe  departments  in  31  Amfac, 
Inc. -owned  Liberty  House  stores  in  sev- 
en states. 

Behind  this  growth  is  Nordstrom's 


probably  heard  of 
record,  d*>~^0y 


particular  marketing  strategy — as  home- 
grown as  the  Nordstrom  family  that  has 
run  it  for  three  generations  (see  box). 
The  merchandise  in  the  stores  appeals 
mainly  to  well-heeled  people  between 
20  and  40  with  trendy  merchandise  and  a 
carriage-trade  ambience:  Clothes  are  of- 
ten displayed  individually,  draped  over 
antique  love  seats  or  set  against  a  back- 
drop of  oriental  rugs  and  marble  floors. 
Discreet  rock  music  is  heard  only  in  the 
junior  departments — called  the  Brass 
Plum  (for  women)  and  the  Brass  Bail  (for 
men) — in  rooms  of  their  own  separate 
from  the  main  shopping  areas. 

"We  think  of  ourselves  as  the  Bloom- 
ingdale  s  of  the  West,"  says  President 
James  Nordstrom,  who  oversees  junior 
fashions.  "We're  lower  priced  generally 
and  more  faddish  than  Saks,  but  remem- 
ber, this  is  Seattle,  not  New  York.  If 
there  is  a  Bloomingdale's  customer  here, 
she  shops  at  Nordstrom.  I  think  competi- 
tors like  Neiman's  and  Saks  haven  t  gone 
after  the  really  young  customer  because 
they're  afraid  of  offending  the  carriage 
trade."  The  Nordstrom  customer  buys 
the  new  Annie  Hall  or  French  schoolgirl 
styles,  not  gold  lame  jeans  or  see- 
through  blouses. 

Cochairman  Bruce  Nordstrom,  44. 
James  senior  by  six  years,  explains 
Nordstrom  s  emphasis  this  way:  "To  do 
what  we  did  in  the  shoe  business  in  a 
community  the  size  of  Seattle,  we  had  to 
have  a  broad-based  appeal.  We're  con- 
temporary because  long  ago  we  figured 


0* 

out  that  that  image  attracts  everyone, 
even  the  customer  for  old  ladies  shoes." 

Nordstrom's  shoe  background  shows 
up  at  another  level.  Stores  carry  heavy 
inventories  (a  fact  of  life  in  the  shoe 
business)  so  that  a  customer  can  be  sure 
not  only  of  finding  a  particular  style  but 
also  of  finding  that  style  in  her  size.  In 
the  Brass  Plum,  for  example,  blouses  are 
racked  according  to  color,  with  all  the 
styles — in  yellow,  say — in  one  place, 
then  subdivided  by  size.  "We  learned  in 
the  shoe  business,"  says  John  Nord- 
strom, 41,  who  shares  the  chairmanship 
with  cousin  Bruce  (James  is  his  brother), 
"that  you  can  have  all  those  pretty  sty  les. 
but  if  y  ou  don't  have  one  person  s  size  all 
the  styles  in  the  world  are  useless."  In- 
ventory runs  S50  per  square  foot,  double 
that  of  competitors. 

Such  a  relatively  high  inventory  would 
give  heart  palpitations  to  most  retail 
comptrollers,  but  the  Nordstrom  people 
take  it  in  stride,  keeping  turnover  up 
with  fast  and  frequent  markdowns  of 
slow-moving  styles  and  sizes  to  make 
way  for  fresher  fashions.  And  with  so 
much  merchandise  in  the  stores,  cus- 
tomers know  that  a  Nordstrom  sale  is  a 
good  one.  "When  we  have  a  sale,  we 
move  things,"  continues  John  Nord- 
strom. "We're  like  the  car-lot  dealer." 

While  Nordstrom  has  been  a  public 
company  since  1971,  it  is  still  very  much 
a  family  business  since  the  Nordstrom 
family  owns  64%  of  the  stock.  The  three 
Nordstroms    plus    John    McMillan,  a 
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Nine  problems  facing  today's  businesses 
Nine  solutions  from  today's  bank. 


"We're  looking  for  higher  yields  on 
our  short-term  money." 

Solution:  Our  MONEY  MARKET  CEN- 
TER (The  First's  experienced  Money 
Market  traders  provide  a  full  range  of 
instruments  for  corporations,  institu- 
tions, individuals.) 

"We've  got  to  do  something  to 
speed  up  our  cash  flow." 

Solution:  CASH  POSITION  CONTROL 
(from  18  sophisticated  services,  our 
experts  tailor  a  cash  management  pro- 
gram to  maximize  your  cash  flow  and 
availability.) 

"We  really  need  a  new  press  but  we 
hate  to  tie  up  all  that  working 
capital." 

Solution:  Our  EQUIPMENT  FINANCING 
PROGRAM  (whether  it's  through  leas- 
ing, lease  purchase,  or  chattel  mort- 
gage—we do  it  all.) 

"With  the  business  growing  so, 
we've  got  more  and  more  cash  tied 
up  in  receivables." 

Solution:  Our  ACCOUNTS  RECEIV- 
ABLE FINANCING  (We'll  advance  you 
funds  against  your  receivables  to 
make  needed  cash  available 

"We've  got  freight  payment  head- 
aches up  to  here— accounting,  past 
dues,  a  lack  of  complete  manage- 
ment information." 

Solution:  Our  FREIGHT  PAYMENT 
PLAN  (We'll  handle  the  works  for  just 
$6  a  month.) 


"We're  pretty  sure  there  are  good 
markets  for  us  overseas,  but  all 
those  risks..." 

Solution:  Our  EXPORT  FACTORING 
(We  assume  100%  of  all  credit  and 
political  risks,  as  well  as  complete 
collection  responsibility.) 

"Sure,  we'd  like  to  save  25%  with 
another  kind  of  stock-transfer  sys- 
tem. But  how?" 

Solution:  Our  STOCK  TRANSFER 
SERVICES  (the  most  complete  on-line 
system  and  service  package  available 
. . .  and  cost  effective,  too.) 

"There  must  be  a  better  way  of 
handling  my  fund's  portfolio  securi- 
ties and  shareholder  accounts." 

Solution:  Our  INVESTMENT  COMPANY 
SERVICES  (We're  one  of  the  largest 
and  most  innovative  in  the  business... 
and  our  fees  are  more  than  competitive.) 

CALL  (617)  434-3057  and  ask  for 
Peter  Brewster. 


"Now  that  we've  got  87  men  on  the 
road,  we're  looking  for  ways  to  cut 
expense  account  reimbursement 
costs." 

Solution:  Our  CORPORATE  BAN- 
CARDCHEKS  (the  expense 
account  plan  that  can  save  you 
as  much  as  30%  a  year 


The  First  people  to  talk  to       The  First 


THE  FIRST  NATIONAL  BANK  OF  BOSTON 


Nordstrom  by  marriage,  and  Robert 
Bender,  a  family  friend,  each  head  up  a 
merchandising  area  and  literally  com- 
pete among  themselves  to  see  which  of 
the  five  areas  can  do  the  best  job.  "This 
is  the  key  to  the  company,"  says  Bruce 
Nordstrom.  "Were  relatively  close  to 
the  action  compared  with  our  counter- 
parts in  other  organizations." 

But  not  so  close  as  to  smother  individ- 
ual effort.  Nordstrom  is  highly  decentral- 
ized so  that  individual  store  managers 
are  encouraged  to  think  of  their  stores  in 
an  entrepreneurial  sense.  Managers  are 
more  like  old-fashioned  merchants  than 
glorified  floorwalkers  and  are  paid  incen- 
tive bonuses  for  a  variety  of  goals,  in- 
cluding how  clean  they  keep  their  stores. 
"We  don't  have  a  formula  for  everyone," 
says  Bruce  Nordstrom,  "but  we  say  to  a 
manager,  'You  can  make  $5,000  if  you 
clean  up  your  store.'  "  Buyers  work 
closely  with  individual  store  managers 
and  in  most  cases  actually  get  out  on  the 
selling  floor.  Sales  people  keep  notes  on 
their  customers  sizes  and  preferences 
and  will  telephone  a  customer  when 
something  arrives  in  the  store  that  may 
be  of  interest.  As  a  result  each  store  is 


highly  productive  (sales  run  around  $170 
per  square  foot  VS.  $100  for  the  average 
quality  retailer)  and  new  stores  are  prof- 
itable within  the  first  year. 

It's  a  homegrown  formula  applied  un- 
til now  in  their  own  backyard,  but  the 
Nordstroms  have  taken  some  steps  that 
will  move  them  out  of  the  relatively  shel- 
tered world  of  the  Pacific  Northwest, 
where,  even  when  they  compete  with  a 
Magnin,  they  compete  with  a  backwater 
branch.  This  month  Nordstrom  opened  a 
store  in  southern  California's  Orange 
County,  an  area  noted  not  only  for  its 
affluence  but  also  for  its  heavy  concen- 
tration of  high-powered  retailers,  most  of 
whom  are  better  known.  A  second  store 
is  planned  for  California,  and  in  two 
years  another  store  will  open  in  Salt 
Lake  City,  Utah.  In  addition,  Nordstrom 
is  pushing  ahead  with  its  smaller  junior 
specialty  shops  called  Place  Two,  which 
directly  compete  with  chains  like  Casual 
Corner  and  The  Limited. 

"California  is  the  biggest  gamble 
we've  ever  taken,"  says  Bruce  Nord- 
strom. "There  are  those  who  say  we're 
coming  from  the  minor  leagues  to  the 
major  leagues."  With  plans  for  ten  new 


stores  in  the  next  two  years  (an  increase 
in  square  footage  of  50%),  additional 
debt  is  inevitable — this  in  a  company 
that  first  took  on  debt  only  in  1974  and 
where  even  now  debt  is  only  36%  of  total 
capital.  Nordstrom  is  phasing  out  some 
of  its  leased  shoe  departments,  thus  free- 
ing up  funds  for  new  store  expansion. 

Bruce  Nordstrom  does  not  expect  to 
dilute  the  company's  unique  manage- 
ment style  as  it  expands.  He  likes  to  tell 
this  story  by  way  of  illustrating  why  the 
Nordstroms  are  quite  happy  continuing 
to  do  things  the  way  they  always  have: 
"When  we  first  went  into  apparel,  in 
1963,  we  brought  in  an  expert. 

"We  marveled  at  him,"  drawls  Nord- 
strom. "He  was  just  what  we  thought  a 
dress  buyer  ought  to  be.  But  one  day  we 
were  having  a  meeting  to  plan  our  nor- 
mal sales  contest  and  we  said  All  right, 
the  winners  get  steak  and  the  losers  get 
beans.'  Well,  I  was  walking  out  behind 
this  guy  and  he  turned  to  someone  and 
said,  This  is  the  most  sophomoric  thing 
I've  ever  heard.'  I  guess  it  was,  but  he 
was  at  the  bottom  of  all  our  performance 
lists.  He's  a  substantial  guy  in  the  indus- 
try, but  he  was  not  for  us."  ■ 


All  In  The  Family 


When  John  W.  Nordstrom  arrived  in  Minnesota  in  1887, 
the  16-year-old  Swede  had  exactly  $5  in  his  pocket.  For  14 
years  he  drifted  from  the  iron  mines  of  Minnesota  to  the 
redwood  logging  camps  of  California  and  to  Alaska  looking 
for  gold.  At  30,  Nordstrom  finally  settled  in  Seattle,  where 
he  and  a  partner  opened  a  small  shoe  store. 

But  by  1930  he  decided  his  business  was  at  a  dead  end. 
Although  the  store  was  grossing  $250,000,  the  Depression 
plus  quarrels  with  his  partner  had  left  Nordstrom  disen- 
chanted. So  he  sold  out  to  his  three  sons,  Everett,  Lloyd 
and  Elmer,  and  retired  at  age  50  to  his  summer  home  on 
Seattle's  Hood  Canal,  where  he  lived  to  be  93. 

From  retirement,  old  John  watched  in  surprise  as  the 
sons  made  Nordstrom  Shoes  the  U.S.'  largest  indepen- 
dent shoe  company,  with  sales  of  $12.5  million  in  1963. 
The  downtown  Seattle  store  ranked  as  the  country's  larg- 
est single  shoe  store.  With  the  move  into  quality  apparel 
in  1963,  the  company,  then  called  Nordstrom-Best,  ex- 
panded rapidly;  sales  were  nearly  $80  million  by  1971. 

Then  the  firm  reached  another  crossroad:  Old  John's 
sons  had  become  inactive  in  day  to-day  operations,  al- 
though all  of  their  assets  were  tied  up  in  the  business,  and 


there  were  estate  taxes  to  think  of.  They  considered 
selling  out  to  a  bigger  company.  But  the  three  sons  also 
had  three  sons:  Bruce,  John  and  James  wanted  a  chance  to 
see  what  they  could  do  with  the  family  business. 

The  results  so  far  in  the  Seventies  suggest  the  family 
business  talent  is  very  much  alive.  Today's  three  Nord- 
stroms all  graduated  from  the  University  of  Washington  in 
business;  John  and  Jim  (and  brother-in-law  Jack  McMil- 
lan) live  within  walking  distance  of  each  other.  The  family 
owns  51%  of  the  Seattle  Seahawks  professional  football 
team.  The  sons  seem  almost  embarrassed  about  what  they 
call  their  "dull"  personalities.  Dull  or  not,  with  64%  of 
Nordstrom  s  stock,  the  heirs  of  John  Nordstrom  are  worth 
$77  million  on  paper;  the  stock  is  so  divided  that  no  son — 
or  daughter — owns  over  10%. 

Among  them,  the  Nordstroms  have  nine  sons,  five  of 
them  working  part  time  stocking  and  selling  shoes.  Does 
this  mean  there  will  be  a  fourth  generation  of  Nordstroms 
to  run  the  business?  "I  think  they're  doing  it  strictly  for 
walking-around  money,"  says  Jim  Nordstrom.  "I  don't 
know  if  they  have  the  interest  in  the  business  that  we  do.  " 
But  surely,  out  of  nine  .  .  .  ? 


The  Nordstroms  (left  to  right):  Robert  Bender  is  non-family 
but  heads  a  merchandising  area  like  Nordstroms  John, 


James  and  Bruce.  So  does  John  McMillan,  who  married  the 
daughter  of  a  preceding-generation  Nordstrom. 


THE  BIGGEST  LEISURE-TIME 
ACTIVITY  IN  AMERICA  TODAY  ISN'T 
rENNIS,  JOGGING,  GOLE  OR  FISHING- 
ITS  DO-IT-YOURSELFING! 


In  fact,  Americans  spend  five  times 
nore  money  on  do-it-yourselfing  than 
>n  tennis,  golf,  jogging,  fish- 
rig,  hunting,  and  camping 
ill  put  together  * 

Being  a  leader  in  this 
looming  do-it-yourself 
idustry  has  become 
icreasingly  important  to 
is  here  at  The  Stanley  Works, 
>ecause  do-it-yourselfing 
las  nearly  doubled  in  four 
ears!  Over  half  of  all  home 
lodernization  and  mainte- 
ance  jobs  in  1976  were 
ione  by  do-it-yourselfers— 
3  the  tune  of  some  $16.5 
•illion  .** 

Stanley  has  been  in  the 
)refront  of  this  phenomenal 
idustry.  We  make  the  tools 
lat  do-it-yourselfers  buy; 
le  hardware  they  use;  the 
rapery  hardware  they  need 
3  beautify  their  windows, 
nd  the  first  do-it-yourself 
arage  door  opener. 

And  we're  leading  the 
idustry  by  promoting  it  as 


Do-it-yourselfers  have  watched  Stanley's  television 
commercials  on  such  presentations  as  the  Olympics 
the  World  Series,  NFL  Football,  and  prime-time 
specials,  including  "Roots"  and  "Patton". 
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The  dividend  record  of  The  Stanley  Works  out- 
performed that  of  the  S  &  P  400  Industrial  Index  — 
and  even  beat  the  cost  of  living. 


STANLEY 


well  as  ourselves.  We  have  a  multimillion- 
dollar  promotional  effort  that  includes 

network  television  campaigns 
which  salute  the  nation's 
do-it-yourselfers ...  a  com- 
prehensive lineup  of  how- 
to-do-it  project  plans  and 
instructions . . .  and  edu- 
cational materials  that  we 
supply  schools  to  encour- 
age young  do-it-yourselfers. 

Leadership  in  this  new 
industry  is  one  of  the  reasons 
why  The  Stanley  Works  has 
increased  its  dividends  every 
year  for  ten  consecutive  years, 
why  our  sales  and  profits  are 
at  an  all-time  high,  and  why 
the  future  never  looked 
brighter  for  the  company  that 
hasn't  missed  paying  a  divi- 
dend in  over  100  years. 

For  more  information 
write  to  Thomas  K.  Clarke, 
Vice  President,  Finance,  at  the 
address  below. 

In  investing,  as  well  as 
do-it-yourselfing,  it  could 
well  be  that  "Stanley  helps 
you  do  things  right." 


LEADING  THE  DO-IT-YOURSELF  INDUSTRY 

THE  STANLEY  WORKS  (SWK)NEW  BRITAIN,  CONNECTICUT  06050 
TOOLS;  HOUSEHOLD  PRODUCTS;  BUILDERS  PRODUCTS;  INDUSTRIAL  PRODUCTS 


"Over-the-  counter  retail  sales  lor  1976  (National  Sporting  Goods  Association)  "Building  Supply  News  Bureau  of  Building  Marketing  Research 


Containing  Worker 


While  insurance  strategies  can  pro- 
vide some  relief  for  rising  workers'  com- 
pensation costs,  loss  prevention  and 
employee  motivation  are  the  most  effec- 
tive remedial  measures. 

A  brief  review  by  IN  A  of  an  insurance 
topic  of  interest  to  business  executives. 


Early  this  year  a  major  cor- 
poration closed  a  1000-worker 
plant  in  California,  citing  a  steep 
rise  in  workers'  compensation 
costs  as  a  principal  reason. 

For  the  nation  as  a  whole,  the 
cost  of  compensating  workers  for 
job-related  injuries,  illnesses  and 
deaths  has  been  rising  at  the  rate 
of  about  12  %  a  year,  far  faster  than 
the  rate  of  inflation.  Including  in- 
surance premiums  and  benefit 
payments,  the  figure  now  totals 
approximately  S12  billion  a  year. 


One  cause  of  the  upward  spiral 
is  that  medical  costs,  too.  are  go- 
ing up  more  rapidly  than  prices 
generally.  But  another  major 
factor  is  that  almost  even-  state 
has  liberalized  benefits  in  the  past 
three  years.  Some  13  states,  for 
example,  now  have  cost-of-living 
escalators.  In  addition,  state  com- 
pensation boards  and  the  courts 
are  accepting  more  and  more  dis- 
abilities as  job-related. 

And  Congress  may  still  man- 
date national  standards.  Under 


one  bill  that  is  pending,  payments 
to  disabled  workers  could  events 
ally  be  as  much  as  2007o  of  a  state's 
average  wage. 

Improving  cash  flow 

Companies  trying  to  minimize 
the  cost  of  workers'  compensation 
are  utilizing  a  number  of  insur- 
ance strategies.  So-called  "retro- 
spective rating  plans"  with  com- 
mercial insurance  carriers,  for  ex- 
ample, adjust  the  premium  during 
the  policy  period  to  reflect  ongo- 
ing loss  experience,  which  can 
help  a  corporation's  cash  flow. 
Other  large  companies  retain  the 
use  of  loss  reserve  capital  through 
offshore  captive  insurance 
companies. 

The  major  trend  is  certainly 
toward  self-insurance,  with  ex- 
cess coverage  written  by  outside 
carriers  for  protection  against 
large,  unpredictable  claims.  In 
several  states  a  third  or  more  of 
employees  covered  by  workers 
compensation  now  work  for  com- 


ompensation  Costs 


panies  with  self-insurance 
programs. 

To  qualify  as  a  self-insurer, 
however,  many  states  require 
large  reserves  or  surety  bonds,  a 
course  many  smaller  companies 
can't  afford.  And  for  those  that 
must  turn  to  outside  carriers,  pre- 
miums have  increased  as  much  as 
80%  over  the  past  two  years. 

Prevention  as  the  cure 

The  best  defense  for  all  em- 
ployers against  rising  premium 
and  benefit  payouts  is  to  reduce 
the  number  and  size  of  compensa- 
ble claims.  For  self-insurers  the 
advantage  is  obvious,  and  while 
it  takes  several  years  to  demon- 
strate an  improved  loss  history, 
the  resulting  premium  savings 
can  be  substantial. 

The  first  step  is  to  tighten  re- 
porting procedures.  Thorough 
study  of  accurate,  timely  statistical 
reports  can  reveal  developing 
trouble  spots  and  problem 
employees. 

When  accidents  do  occur,  on- 
site  nursing  stations  and  rapid 
access  to  doctors  can  keep  many 


small  accidents  from  turning  into 
long-term  disabilities.  Rehabilita- 
tion programs  that  return  workers 
to  their  jobs  faster  also  cut  the 
size  of  disability  payments. 

Even  when  a  company  has 
complied  with  the  Occupational 
Safety  and  Health  Act  (OSHA) 
standards,  plant  surveys  by  insur- 
ance companies  and  other  con- 
sultants can  usually  suggest  fur- 
ther improvements.  But  more  ac- 
cidents are  caused  by  human  error 
than  by  inadequate  safety  devices. 
Carelessness,  fatigue,  boredom 
and  anger  all  take  their  toll. 

The  attitude  of  employees  is 
therefore  a  key  factor  in  achieving 
a  better  safety  record.  Good  mo- 
rale results  in  fewer  accidents  and 
illnesses  and  a  willingness  to  re- 
turn to  work  sooner.  And  perhaps 
the  major  element  in  motivating 
workers  to  care  and  be  careful  is 
to  make  them  sense  the  com- 
mitment of  management  itself. 

Educational  programs  and 
widely  displayed  posters  and  prog- 
ress charts  are  only  a  first  step. 
All  accidents  should  be  investi- 
gated promptly  and  thoroughly. 


'Cumulative  trauma' —is  the  condition  spreading: 


Is  a  respiratory  ailment  the  result  of  the  work 
environment  or  years  of  heavy  smoking?  To  what 
extent  did  job  stress  contribute  to  heart  trouble 
1  or  a  nervous  breakdown?  There  are  many  such 
questions  that  physicians  themselves  often  can't 
answer.  But  state  boards  and  the  courts— in 
response  to  so-called  "cumulative  trauma"  claims 
—are  increasingly  awarding  claimants  full  com- 
pensation benefits.  Some  critics  argue  that 
we  are  drifting  away  from  the  intent  of  the 
law— compensation  onlv  for  work-caused  ac- 
cidents and  illnesses. 


Foremen  and  department  heads 
should  be  trained  to  watch  for 
hazardous  situations.  Safety  com- 
mittees, composed  of  workers  and 
supervisory  personnel  from  all 
concerned  departments  and  in- 
vested with  meaningful  responsi- 
bilities and  authority,  have  proved 
effective  in  rallying  worker  in- 
volvement and  support. 

INA  has  formed  a  separate 
unit  to  handle  the  complex  risk 
management  needs  of  companies 
in  areas  like  workers'  compensa- 
tion. This  Special  Risk  Facility 
can  provide  primary  and  excess 
insurance  as  well  as  a  wide  variety 
of  self-insurance,  safety  and  re- 
habilitation services. 

*  *  * 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phil- 
adelphia. Today  it  is  the  largest 
component  of  INA  Corporation's 
international  network  of  insur- 
ance and  financial  services  com- 
panies. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
investment  banking,  and  health 
care  management,  INA  and  its 
affiliated  companies  offer  a 
unique  combination  of  products 
and  services  to  business  and  in- 
dustry around  the  world. 

INA  insurance  products  and 
services  are  available  through  se- 
lected independent  agents  and 
brokers.  For  an  informative  book- 
let on  current  trends  in  workers' 
compensation,  write  INA  Cor- 
poration, 1600  Arch  Street,  Phila- 
delphia, Pa.  19101. 


The  Professionals 
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NCR's  Evan  Fraser  and 

The  Farmers'  Trading  Company  Ltd. 
<  *    speak  the  same 
JjT    language...  retailing. 

*  When  Evan  Fraser  talks  about  distributed  processing,  The  Farmers' 

Trading  Company  Limited,  largest  department  store  chain  in  New 
Zealand,  understands.  That's  because  Evan  knows  the  retailing 
business  as  well  as  he  knows  his  business,  NCR  computer  systems. 

Evan,  assisted  by  an  NCR  retail  systems  team,  designed  an  online 
\      system  giving  Farmers' greater  control  over  the  business  done  in  its 
Wt  i'    branches.  The  system  has  helped  them  achieve  substantial  savings 
Hk'  *y':  *        through  greater  efficiency  in  managing  their  inventory  and  sales. 

Knowledgeable  specialists  like  Evan  Fraser  have  helped  make  NCR 
the  worldwide  leader  in  retail  systems.  More  retailers  use  NCR 
terminals  than  all  other  terminals  combined.  At  NCR  we  make  it  our 
business  to  know  yours. 

Retailing  is  NCR's  second  language  in  108  countries. 

□HQ 

'  •  Complete  Computer  Systems 


No  More  Whales 


The  Gottwalds  acquired  a  "dying"  business  and  built  Ethyl  into  a  giant. 
Now  loaded  with  cash  they  seek  more — but  no  fancy  prices,  please. 


The  Gottwald  family  of  Richmond, 
Va.  astonished  the  financial  world  when, 
in  1962,  with  the  help  of  Blyth  &  Co.  and 
some  big  insurance  lenders,  their  little 
Albemarle  Paper  Manufacturing  Co.  (as- 
sets: $47  million)  acquired  Ethyl  Corp., 
a  $238-million-assets  company  being 
sold  by  General  Motors  and  Standard  Oil 
of  New  Jersey.  Forbes  that  year  (Dec.  i, 
1962)  likened  the  story  to  Jonah  swallow- 
ing the  whale. 

Sixteen  years  later,  the  Gottwalds  are 
faced  with  the  same  problem  that  drove 
them  to  make  the  1962  deal:  product 
obsolescence.  At  that  time,  Albemarle's 
blotting  paper  was  being  made  redun- 
dant by  the  ball-point  pen.  Now,  Ethyl 
Corp.  (the  Albemarle  name  was 
dropped)  is  being  regulated  out  of  its 
biggest  (approximately  49%  of  operating 
profits)  business — lead  and  other  addi- 
tives for  gasoline — by  the  Environmen- 
tal Protection  Agency.  By  October  1979, 
the  EPA  has  mandated,  gasoline  that  had 
a  lead  content  of  as  high  as  2.5  grams  per 
gallon  in  1970  must  not  contain  more 
than  0.5  grams  per  gallon.  In  addition, 
the  EPA  has  dictated  that  more  and 
more  automobiles  leave  the  assembly 
lines  consuming  only  unleaded  gasoline 
and  that  Ethyl  Corp.'s  lead  substitute, 
manganese,  is  so  far  unacceptable,  too. 

Last  year  Ethyl  Corp.  offset  declining 
additive  volume  with  higher  prices,  easy 
to  do  since  the  company  has  35%  of  the 
market  (as  does  E.I.  Du  Pont  de  Ne- 
mours &  Co.,  a  fact  that  precluded  Du 
Pont  from  participation  in  the  1962  bid- 
ding for  Ethyl).  This  year,  though,  the 
shrinking  market  will  begin  to  bite  into 
Ethyl's  profits  to  the  tune  of  $4  per 
share,  reaching  $5  per  share  by  1980, 
according  to  one  Wall  Street  analyst. 

A  disaster  for  Ethyl?  Not  so,  says 
Chairman  Floyd  D.  Gottwald  Jr.  "We 
knew  that  lead  was  an  old  product  when 
we  bought  Ethyl.  We  didn't  think  it 
would  last  as  long  as  it  has."  But  in  the 
meantime,  this  ambitious,  energetic  and 
imaginative  family  has  proved  that,  un- 
der the  right  terms,  even  a  dying  busi- 
ness can  produce  glamorous  results. 

Under  Gottwald  s  father,  Floyd  Sr.,  in 
1963  Ethyl's  operating  profit  margins 
almost  doubled.  The  resulting  increase 
in  cash  flow — $108  million  last  year 


alone — has  enabled  the  Gottwalds  to 
reverse  the  leverage  that  they  used  to 
buy  the  much  bigger  Ethyl  Corp.  After 
the  takeover,  their  company  had  $200 
million  in  debt  to  just  $53  million  in 
stockholders'  equity.  At  the  end  of  last 
year,  debt  had  risen  only  to  $253  mil- 
lion, but  stockholders'  equity  had 
soared  to  $527  million.  Of  Ethyl  s  cap- 


It's  Easy:  "Our  diversification  strategy," 
says  Floyd  Gottwald  Jr.,  "could  have 
been  devised  by  a  five-year-old  child." 


ital,  $176  million  is  in  cash — almost 
enough  to  wipe  out  the  remaining  debt. 

In  these  same  15  years,  even  though 
their  principal  business  was  declining, 
the  Gottwalds  quintupled  Ethyl's  rev- 
enues (to  $1.3  billion). 

While  the  Gottwalds  milked  Ethyl  s 
position  in  lead  additives  longer  than 
even  they  thought  possible,  they  plowed 
money  into  acquisitions,  a  strategy  for 
which  no  one  should  get  credit,  says 
Floyd  Jr.,  "because  a  five-year-old  child 
could  have  figured  it  out."  A  five-year- 
old  child  could  not  necessarily  figure  out 
which  acquisitions  to  make,  however, 
and  in  some  cases  neither  could  the 


Gottwalds.  A  disaster  was  Oxford  Paper 
Co.,  bought  in  1967  for  $120  million  in 
stock  and  which  was  finally  sold  in  1976 
for  $90  million  in  cash.  And  the  1974 
acquisition  of  VCA  Corp.  has  turned  out 
terribly,  with  critics  suggesting  that 
Ethyl  overpaid  for  the  plastics  company. 

Other  acquisitions,  however,  have 
made  Ethyl  a  successfully  diversified 
company.  The  1963  purchase  of  Vis- 
Queen  from  Union  Carbide  Coip.  for 
$15  million  took  Ethyl  into  the  plastics 
business,  and  plastics  last  year  accounted 
for  28%  of  sales.  Two  aluminum  compa- 
nies, bought  for  $42  million,  now  ac- 
count for  12%  of  Ethyl's  sales.  By  1978 
lead  should  bring  in  23%  of  sales. 

In  addition  to  spending  an  average  of 
$35  million  a  year  for  acquisitions.  Ethyl 
has  been  investing  about  $34  million  in 
research  and  development  in  other  new 
areas.  One  of  the  most  promising  is  fur- 
nishing intermediate  chemicals  to  phar- 
maceutical manufacturers,  where  the 
only  competitors  are  those  manufactur- 
ers themselves.  "We  look  for  a  high- 
volume  pharmaceutical  product,"  Floyd 
Jr.  says,  "and  we  try  to  produce  it  more 
cheaply  than  they  can." 

Past  acquisitions  plus  internal  devel- 
opment plus  the  fact  that  40%  of  its 
antiknock  products  are  sold  abroad,  out- 
side the  reach  of  the  EPA,  lead  Gottwald 
to  predict  that  Ethyl  s  earnings  growth 
will  continue  at  10%  a  year.  And  he 
claims  he  can  do  it  without  swallowing 
another  whale.  With  their  almost  $350 
million  in  working  capital,  Gottwald 
says,  "we  could  manage  an  acquisition  of 
$300  million  to  $400  million.  But  acquisi- 
tions are  too  expensive  now.  Companies 
are  paying  too  much  for  them." 

In  fact,  despite  some  recent  record- 
high  purchase  prices,  acquisitions  are 
historically  cheap.  "Too  expensive  now" 
more  likely  means  "bring  us  good  deals 
and  we'll  listen  to  them."  Having  pur- 
chased Ethyl  cheaply,  they  see  no  reason 
to  pay  through  the  nose  for  something 
else.  But  don't  bring  them  stock  deals: 
Ethyl  sells  for  just  five  times  earnings. 

As  for  the  blotting  paper  business,  in 
1968  Ethyl  sold  Albemarle  Paper  for  $55 
million.  With  the  Gottwalds,  quite  obvi- 
ously, business  comes  first  and  senti- 
ment second.  ■ 
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The  Boss'  Paycheck: 
Who  Gets  The  Biggest? 

The  average  big-company  boss  earned  $300,000  last  year. 


By  DERO  A.  SAUNDERS 

President  Carter  would  seem  to  have 
a  point:  Top  executives,  who  bemoan 
inflationary  wage  demands,  last  year  in- 
creased their  own  compensation  at  about 
twice  the  rate  of  inflation.  Of  the  797 
companies  that  appear  in  the  four 
Forres  500  lists  in  our  May  15  issue, 
795  (figures  on  two  were  not  available) 


paid  their  chief  executives  total  compen- 
sation of  $238.8  million  last  year,  as  com- 
pared with  $212.9  million  for  799  CEOs 
the  year  before.  That's  a  total  pay  in- 
crease of  $25.9  million,  or  12.2%,  which 
sounds  very  handsome  indeed.  On  aver- 
age, the  797  earned  $300,000  each. 
Whereas  no  chief  executive  topped  the 
$1 -million  mark  in  1976,  four  were  able 
to  do  so  last  year,  led  by  J.  Robert  Fluor 


of  Fluor  Corp.  with  $1,121, (XX). 

But  look  at  it  this  way.  The  main 
charge  placed  upon  these  men  was  to  lift 
the  profitability  of  their  companies.  This 
they  did,  as  the  Profits  section  of  our 
May  15  issue  relates,  by  13.3%  for  the 
500  most  profitable  companies.  While 
the  figures  are  not  strictly  comparable, 
they  suggest  that  the  chief  executives  of 
the  top  U.S.  companies  did  about  as  well 


Fluor's  J.  Robert  Fluor  Warner  Communications'  Ross  ITT's  Harold  Geneen 

At  $1,121,000,  he  led  the  list.  In  one  year,  he  doubled  his  pay.  His  swan  song  paid  $994,000. 


Reliance's  Saul  Steinberg  ABC's  Leonard  Goldenson  Tandy's  Charles  Tandy 

Top  take  among  insurance  men.  He  kept  his  pay  near  $1  million.  His  real  hobby:  making  money. 
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by  the  stockholders  last  year  as  they  did 
by  themselves. 

But  generalizations  are  frequently 
misleading,  and  this  one  is  no  exception. 
The  fact  is  that  a  number  of  exceptionally 
fat  raises  distorted  the  overall  figures. 
For  example.  Chairman  John  J.  Nevin  of 
Zenith  Radio  vaulted  from  185th  to  8th 
place,  receiving  $904,000,  2%  times  the 
$359,000  he  earned  the  year  before.  This 
may  seem  curious,  since  Zenith  Radio, 
long  a  highly  profitable  company, 
plunged  into  the  red  last  year;  but  the 
big  increase  was  because  of  Nevin's  be- 
ing granted  restricted  stock  as  deferred 
compensation,  rather  than  a  bonus  for 
1977  performance.  On  the  other  hand, 
Steven  J.  Ross,  the  high-living  boss  of 
Warner  Communications,  really  did  take 
good  care  of  himself:  He  more  than  dou- 
bled his  compensation  to  $1.1  million, 
the  bulk  of  it  in  salary  and  bonus. 

But  such  exceptions  aside,  let's  put 
the  average  compensation  of  big  com- 
pany bosses  into  some  kind  of  perspec- 
tive: $300,000  may  sound  like  a  lot  of 
money,  but  it  is  less  than  is  earned  by 
top  lawyers,  physicians  and  partners  in 
large  accounting  firms — to  say  nothing  ot 
rock  stars,  sports  figures  and  movie 
actors. 

Do  some  sectors  of  the  economy  tend 
to  pay  their  top  executives  better  than 
others?  Most  emphatically,  yes.  The 
most  consistently  liberal,  by  and  large, 
are  the  companies  that  make  and  mer- 
chandise branded  goods,  companies  like 


Norton  Simon  and  Tandy  and  PepsiCo 
and  Borden  and  Coca-Cola  and  Bristol- 
Myers  and  Procter  &  Gamble  and  R.J. 
Reynolds.  Of  the  top  100  companies  in 
chief  executive  compensation,  some  20 
fall  within  this  category — if  one  includes 
three  (Sears,  Penney  and  Allied  Stores) 
that  distribute  such  goods. 

A  very  close  second  is  the  energy 
group,  with  16  companies  that  produce 
energy  plus  two  (Halliburton  and  Dress- 
er) that  supply  the  energy  producers. 
The  only  other  contenders  as  a  group  in 
the  top  100  would  be  ten  or  a  dozen 
companies  consisting  of  technically  ori- 
ented international  conglomerates  (ITT, 
IBM,  GE),  high-technology  companies 
like  Xerox  and  United  Technologies  and 
defense  suppliers. 

Like  Sherlock  Holmes  famous  dog 
that  didn't  bark,  what  is  most  interesting 
here  are  the  industries  with  little  or  no 
representation  on  the  top  100  list.  For 
example,  there  are  only  four  chemical 
companies,  headed  by  Du  Pont  and 
Dow;  only  one  insurance  company,  Reli- 
ance Group — whose  boss,  Saul  Stein- 
berg, is  not  an  insurance  man  by  trade 
but  a  controversial  wheeler-dealer. 

Banks,  which  the  public  seems  to 
think  of  as  fat  cats,  are  actually  tightwads 
when  it  comes  to  paying  their  chief  ex- 
ecutives. Only  BankAmerica  makes  the 
top  100  in  executive  compensation — and 
that  in  the  second  50.  The  airlines,  per- 
haps because  they  are  semipublic  utili- 
ties, are  unrepresented  on  the  top  100 — 


and  so  are  the  public  utilities  (except  for 
AT&T,  which  is  like  no  other  company). 
Steel  companies?  You'll  find  Bethlehem 
and  U.S.  Steel  deep  in  the  second  100, 
well  buried  amid  a  cluster  of  big  New 
York  banks. 

There  are  many  inconsistencies:  Allied 
Stores,  a  comparative  laggard,  pays  its 
chief  executive  $512,000,  enough  to  land 
him  in  84th  place,  while  the  leader  of  the 
greatest  retailing  success  since  World 
War  II,  Robert  E.  Dewar  of  K  mart, 
languishes  in  the  201st  spot  with 
$380,000.  Why?  Why  should  the  boss  of 
Reliance  Group  or  Warner  Communica- 
tions make  more  than  the  boss  of  Xerox 
or  Sears,  Roebuck? 

There  are  no  good  answers  to  these 
questions,  but  so  far  as  it  is  permissible 
to  make  generalizations,  this  one  is 
sound:  As  a  group  the  CEOs  are  hardly 
overpaid.  Their  combined  salaries  came 
to  less  than  three-tenths  of  1%  of  the 
profits  their  companies  earned.  The  av- 
erage salary,  $300,000,  probably  doesn't 
amount  to  much  more  than  $175,000  a 
year  after  taxes — a  nice  sum  but  hardly 
lavish  in  an  economy  where  at  least 
180,000  individuals  earned  $100,000  or 
more  (Forbes,  May  15). 

You  have  a  point,  President  Carter: 
chief  executives  should  set  a  good  exam- 
ple. But  don't  jump  on  them  too  hard.  As 
a  group,  they  are  not  overpaid  in  relation 
to  the  responsibilities  they  bear  and 
what  they  accomplish  for  employees, 
shareholders  and  customers  ■ 


Compensation 


Salary  & 

Total 

Years  Served 

Bonust 

Remuneration} 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

1  1 

Fluor 

J  Robert  Fluor 

549 

1,121 

56 

32 

10 

Santa  Ana,  Cal 

Finance 

2  i 

G  D  Searle 

Donald  H  Rumsfeld 

252 

1,113 

45 

1 

1 

Chicago,  III  . 

Administration 

3  1 

Warner  Communications 

Steven  J  Ross 

905 

l,103tt 

50 

16 

16 

New  York,  NY 

Finance 

4 

Ford  Motor 

Henry  Ford  II 

682 

1,011 

60 

38 

33 

Detroit,  Mich 

Administration 

5 

General  Motors 

Thomas  A  Murphy 

475 

996 

62 

39 

3 

Hornell,  NY 

Finance 

6 

Intl  Tel  &  Tel 

1  Harold  S  Geneen 

986 

994 

68 

18 

18 

England 

Finance 

7  i 

Amer  Broadcasting 

Leonard  H  Goldenson 

750 

954 

72 

44 

28 

Scottdale,  Pa 

Legal 

8 

Zenith  Radio 

John  J  Nevin 

238 

904 

51 

6 

2 

Jersey  City,  NJ 

Marketing 

9 

Norton  Simon 

David  J  Mahoney 

800 

825 

54 

11 

8 

New  York,  NY 

Marketing 

10 

McGraw-Edison 

Edward  J  Williams 

301 

817 

55 

6 

5 

St  Louis,  Mo 

Finance 

11 

Tandy 

Charles  D  Tandy 

790 

816 

60 

30 

18 

Brownsville,  Tex 

Administration 

12 

IBM 

Frank  T  Cary 

333 

807 

57 

30 

5 

Gooding,  Ida 

Marketing 

13 

Revlon 

Michel  C  Bergerac 

794 

797 

46 

3 

3 

France 

Administration 

14 

Tenneco 

Wilton  E  Scott 

496 

794 

65 

23 

4 

Elgin,  Tex 

Technical 

15 

Ryder  System 

Leslie  O  Barnes 

452 

774 

61 

2 

2 

Canisteo,  NY 

Administration 

16 

Amer  Home  Products 

William  F  Laporte 

385 

770 

64 

40 

13 

New  York,  NY 

Administration 

17 

PepsiCo 

Donald  M  Kendall 

510 

750 

57 

31 

15 

Sequim,  Wash 

Marketing 

18 

Mobil 

Rawleigh  Warner  Jr 

725 

745 

57 

24 

8 

Chicago,  III 

Administration 

19 

Exxon 

Clifton  C  Garvin  Jr 

696 

724 

56 

31 

2 

Portsmouth,  Va 

Technical 

20 

American  Tel  &  Tel 

John  D  deButts 

722 

722 

63 

41 

6 

Greensboro,  NC 

Operations 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  1  Succeeded  by  Lyman  C.  Hamilton,  Jr.,  1/1/78. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 
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Who  Gets  The  Most  Pay 

Compensation 


Salary  & 

Total 

Years  Served 

Bonust 

Remuneration) 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Unlet 

Place  of  Birth 

Background 

21 

Colt  Industries 

George  A  Strichman 

505 

720 

61 

15 

15 

Schenectady,  NY 

Administration 

22 

E  1  du  Pont 

Irving  S  Shapiro 

548 

711 

62 

27 

4 

Minneapolis,  Minn 

Legal 

23 

ty  Investing 

George  T  Scharffenberger 

640 

705 

58 

1  O 
Id 

1  O 

Ridgewood,  NJ 

Operations 

24 

Borden 

Augustine  R  Marusi 

567 

704tt 

64 

OO 

1  C\ 

lU 

New  York,  NY 

Sales 

25 

Alt'                 _  1  __  _ 

Alhs-Chalmers 

uavid  l  acott 

540 

702 

62 

Q 

Q 

y 

Akron,  Ohio 

Technical 

26 

General  Electric 

Reginald  H  Jones 

687 

687 

60 

39 

5 

England 

Finance 

27 

Reliance  Group 

Saul  P  Steinberg 

675 

678 

38 

17 

17 

New  York,  NY 

Founder 

28 

Texaco 

Maurice  F  Granville 

662 

673 

62 

oy 

D 

La  Grange,  Tex 

Technical 

on 

United  Technologies 

Harry  J  Gray 

bbo 

ceo 
boo 

CO 

DO 

c 
D 

c 

D 

ft  A  i  1  1  nrlnni  ii  1  1  n  — 

Miiiedgeviiie,  ba 

Administration 

30 

StudeDaker-Wortnington 

Deraid  n  Ruttenberg 

638 

666 

62 

y 

Lafayette,  Ind 

Finance 

31 

H  J  Heinz 

R  Burt  Gookin 

345 

666 

63 

32 

12 

Chariton,  Iowa 

Finance 

32 

Coca-Cola 

J  Paul  Austin 

614 

664 

63 

28 

11 

La  Grange,  Ga 

Legal 

33 

Xerox 

C  Peter  McColough 

577 

662 

55 

OT 

Q 

Halifax,  Can 

Sales 

.34 

Union  Oil  California 

rreo  l  Hartley 

4ob 

C.C/Y4-  + 
bDUTT 

C  1 

bi 

JO 

1j 

Vancouver,  Can 

Technical 

35 

Johnson  &  Johnson 

James  E  Burke 

583 

649 

53 

OK 

1 

Kutland,  vt 

Marketing 

36 

White  Consolidated 

Roy  H  Holdt 

443 

647 

57 

36 

1 

Edgewood,  Md 

Finance 

37 

Rockwell  Intl 

Robert  Anderson 

621 

638tt 

57 

10 

4 

Columbus,  Neb 

Technical 

38 

Atlantic  Richfield 

Robert  0  Anderson 

630 

633tt 

61 

JO 

l  o 

Chicago,  III 

Production 

o9 

bull  &  western  Inds 

Charles  u  oiundorn 

A  O  1 

43/ 

633 

51 

OO 
£.£. 

OO 
£.£. 

Austria 

Founder 

40 

Northrop 

Thomas  V  Jones 

620 

632 

57 

OA 

Pomona,  Cal 

Administration 

41 

Sun  Company 

H  Robert  Sharbaugh 

520 

622 

49 

30 

3 

Pittsburgh,  Pa 

Technical 

42 

Halliburton 

John  P  Harbin 

422 

622 

60 

29 

6 

Waxahachie,  Tex 

Finance 

43 

International  Paper 

J  Stanford  Smith 

609 

617 

63 

C 

Terre  Haute,  Ind 

Administration 

A  A 

44 

CBS 

John  D  Backe 

500 

608 

45 

c 
O 

1 
i 

Akron,  Ohio 

Finance 

45 

Goodyear 

Charles  J  Pilliod  Jr 

473 

608 

59 

O/ 

A 
*+ 

Cuyahoga  Falls,  Ohio 

Sales 

46 

Dresser  Industries 

John  V  James 

256 

606 

59 

20 

7 

Plains  Township,  Pa 

Finance 

47 

Bristol-Myers 

Richard  L  Gelb 

595 

605 

53 

27 

6 

New  York,  NY 

Administration 

48 

Schering-Plough 

Willibald  H  Conzen 

552 

589 

64 

A"? 

1  1 

Germany 

Marketing 

49 

American  Brands 

Robert  K  Heimann 

582 

582 

59 

OA 

C 

D 

New  York,  NY 

Marketing 

50 

Minn  Mining  &  Mfg 

Raymond  H  Herzog 

581 

581 

62 

"37 

o 
3 

Merricourt,  ND 

Operations 

51 

Sears,  Roebuck 

2  Arthur  M  Wood 

579 

580 

65 

32 

5 

Chicago,  III 

Legal 

52 

Philip  Morris 

Joseph  F  Cullman  3rd 

441 

580 

66 

32 

20 

New  York,  NY 

Marketing 

53 

Texas  Eastern 

George  F  Kirby 

269 

579 

61 

a 
o 

B 
3 

Cheneyville,  La 

Administration 

C  A 

54 

tngeinard  Mm  &  Chem 

Milton  r  Rosenthal 

4^o 

ETC 

5/5 

CA 

b4 

1  Q 

lo 

Mai,,  V/NrL  MV 

iNew  York,  iny 

Administration 

55 

Occidental  Petroleum 

Armand  Hammer 

420 

574 

79 

on 

New  York,  NY 

Administration 

56 

Procter  &  Gamble 

Edward  G  Harness 

451 

573 

59 

37 

4 

Marietta,  Ohio 

Marketing 

57 

Standard  Oil  Ind 

John  E  Swearingen 

554 

571 

59 

38 

17 

Columbia,  SC 

Production 

58 

Roadway  Express 

3  John  L  Tormey 

539 

567 

65 

CO 

4 

NA 

Finance 

59 

Deere 

William  A  Hewitt 

564 

564 

63 

OQ 

oo 

C.C. 

San  Francisco,  Cal 

Marketing 

Cn 

bu 

Ogden 

D.i.L  r-  iL|._ 

Ralph  t.  Ablon 

490 

564 

CO 

b<£ 

OQ 

1  c 

lb 

Tupelo,  Miss 

Administration 

61 

General  Dynamics 

David  S  Lewis 

300 

562 

60 

7 

7 

N  Augusta,  SC 

Administration 

62 

Dow  Chemical 

Zoltan  Merszei 

493 

561 

55 

29 

2 

Hungary 

Administration 

63 

Cabot 

Robert  A  Charpie 

500 

561 

52 

8 

8 

Cleveland,  Ohio 

Technical 

64 

Cummins  Engine 

Henry  B  Schacht 

556 

556 

43 

13 

8 

Erie,  Pa 

Administration 

65 

BankAmerica  Corp 

Alden  W  Clausen 

505 

553 

55 

28 

8 

Hamilton,  III 

Finance 

66 

Owens-Illinois 

Edwin  D  Dodd 

399 

550 

59 

31 

5 

Point  Pleasant,  W  Va 

Production 

67 

Burroughs 

4  Ray  W  Macdonald 

370 

550 

65 

42 

11 

Chicago,  III 

Sales 

68 

Standard  Oil  Calif 

Harold  J  Haynes 

429 

547 

52 

30 

4 

Fort  Worth,  Tex 

Production 

69 

Gulf  Oil 

Jerry  McAfee 

343 

534 

61 

32 

2 

Port  Arthur,  Tex 

Operations 

70 

So  Natural  Resources 

John  S  Shaw  Jr 

251 

533 

62 

17 

10 

New  Orleans,  La 

Finance 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  2  Succeeded  by  Edward  R.  Telling,  2/1/78. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  '  Succeeded  by  William  F.  Sprtznagel.  1/1/78. 

tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with  4  Succeeded  by  Paul  S.  Mirabito,  1/1/78. 

long-term  incentive  program.  NA  Not  available. 
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Who  Gets  The  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

nernuncidiiun-t 

With 

As 

Rl  ICIflAiCC 
DU3IIIC99 

Qanlr 

rtariK 

\AJl1lyaiiy 

Vllltri  CAt?vuiivc 

Age 

MJIH|MI  I J 

Chief 

Plarp  r»f  Rirth 

rlflvC  Ul  DIILII 

Rarkcrni  mH 

71 

Signal  Companies 

Forrest  N  Shumway 

370 

530 

51 

21 

10 

Skowhegan,  Me 

Legal 

72 

American  Can 

William  F  May 

347 

530 

62 

39 

12 

Chicago,  III 

Operations 

73 

Transamerica 

John  R  Beckett 

525 

527 

60 

17 

12 

San  Francisco,  Cal 

Administration 

74 

1  Ppfpr  firarp 

515 

526 

64 

41 

32 

Manhasset  NY 

Finance 

/  j 

Willi  \AJl\J 

5  bmpc  F  ToitfAV 

JcJllICi  ■  lUfFCJ! 

400 

524 

62 

38 

6 

WnnH  Riwpr  III 

VYVJVAJ  IVIVCI  |  III 

Finanrp 

1    1 1  IGl  ILC 

76 

IU  International 

John  M  Seabrook 

475 

523 

61 

18 

11 

Seabrook,  NJ 

Technical 

77 

Standard  Oil  Ohio 

6  Charles  E  Spahr 

423 

522 

64 

38 

19 

Kansas  City,  Mo 

Operations 

78 

Union  Pacific 

James  H  Evans 

515 

522 

57 

9 

1 

Lansing,  Mich 

Administration 

7Q 

1  PonnAv 

j  v»  nsninSjj 

rVinaiH  V  ^pihprr 

504 

520 

54 

30 

3 

Harniltnn   Oh  in 
i  ta 1 1 1 M i ui  i  wiiiu 

Rptai  1  ino 

n c La  1 1  ii  ig 

80 

Infrl  Man/pctpr 
inn  rial  vcoici 

7  Rrrvikc  Mrfjirmirk 

508 

518 

61 

37 

6 

Chicago  III 

Production 

81 

Colgate-Palmolive 

David  R  Foster 

363 

518 

57 

32 

7 

England 

Marketing 

82 

Eastman  Kodak 

Walter  A  Fallon 

487 

514 

59 

36 

5 

Schenectady,  NY 

Production 

83 

Twentieth  Century-Fox 

Dennis  C  Stanf ill 

512 

512 

51 

8 

6 

Centerville,  Tenn 

Finance 

84 

Allied  Stnrp* 

Thnmac  M  Marinrp 

1  1  IVI  1  lOO   IT1  WluLIUvC 

450* 

512* 

59 

18 

5 

New  York,  NY 

Legal 

85 

F  Manrioll  dp  Winrit 

C  lYIdllUCH  UC  VTfllUl 

506 

511 

57 

36 

8 

f^rt  RsrrinCTtnn  MaQ£ 
oil  Oat  1 1 1  Igiui  1 ,  iviaoo 

fl  np  rat  i  n  n  q 

VsfJCI  a  1 1  Ul  1  o 

86 

Firestone 

Richard  A  Riley 

498 

511 

62 

38 

4 

Fall  River,  Mass 

Administration 

87 

Harris  Corp 

Richard  B  Tullis 

356 

510 

64 

22 

10 

Western  Springs,  III 

Marketing 

88 

Marsh  &  McLennan  Cos 

John  M  Regan  Jr 

375 

510 

56 

32 

5 

Minneapolis,  Minn 

Insurance 

89 

Kraft 

William  O  Rppr<; 

VVIIIIdlll  \J  UCCI  o 

509 

509tt 

63 

40 

5 

Lena  III 

finpratinn^ 

90 

R  1  RavnnlHc  InHc 

Pnlin  ^tnLpc 
VUHII 

504 

504 

fi4 

42 

5 

¥¥  1 1 1  olUI  1  Od ICI  1 1 ,  ll^s 

PrrtHi  iptinn 

r  1 UU  U^>LIUI  I 

91 

Teledyne 

Henry  E  Singleton 

500 

500 

61 

17 

17 

Haslet,  Tex 

Founder 

92 

Texas  Instruments 

Mark  Shepherd  Jr 

276 

499 

55 

30 

9 

Dallas,  Tex 

Technical 

93 

Shell  Oil 

John  F  Bookout 

469 

497 

55 

27 

2 

Shreveport,  La 

Technical 

94 

iniaauuil  rdUllllr  V*Ul|J 

LMJWIilllg  □  jcims 

489 

493 

62 

17 

6 

Pnrtlanrl  (Vp 

a  i  iui  lo 

95 

If  oi  |  lef   l_d  1  1 1  Ltl  I 

8  F  RnrkA  ftthlin 

C  D JlnC  UIUIIII 

446 

492 

64 

10 

4 

Brooklyn  NY 

AH  mi  n  titration 

HU  t  1  1 1 1  1 IDU  a  1 1  Ul  1 

96 

General  Mills 

E  Robert  Kinney 

435 

490 

61 

19 

1 

Burnham,  Me 

Administration 

97 

Avnet 

Simon  Sheib 

481 

488 

62 

18 

8 

New  York,  NY 

Legal 

98 

Continental  Oil 

Howard  W  Blauvelt 

472 

485 

61 

25 

3 

New  York,  NY 

Finance 

99 

RCA 

Frloar  H  firiff  ith« 

342 

483 

56 

29 

1 

Philpriplnhia  Pa 

Finanpp 

1  1 1  Id  1  IL-C 

100 

llninn  Carhirip 

William  S  Snpath 

Tvllllalll  O  OIICdLll 

472 

480 

52 

27 

1 

Buffalo  NY 

QU 1 1  a \\J ,  111 

Finanrp 

1  Midi  IL.C 

101 

Federated  Dept  Stores 

Ralph  Lazarus 

450 

478 

64 

43 

10 

Columbus,  Ohio 

Administration 

102 

Ashland  Oil 

Orin  E  Atkins 

466 

478 

53 

28 

13 

Pittsburgh,  Pa 

Legal 

103 

IC  Industries 

William  B  Johnson 

471 

477 

59 

12 

12 

Salisbury,  Md 

Legal 

104 

American  ^tanHarH 
ni i  ici  icai  i  oidi  iuoiu 

William  A  MarsuiarH 
miiidiii  r\  maiujuciiu 

476 

■♦/oil 

58 

25 

6 

Piftchiircrh  Pa 
r  iu ouuipi  l,  r  ci 

Onpratinnc 

\J pel  allUI  lo 

105 

f¥C9iingiiuuac  bin* 

JOJ 

A7  5 

32 

3 

Amoc 

rMIlco,  lUWa 

Tp^  h  n  i^al 
1  CU  II  Mwdi 

106 

Getty  Oil 

Harold  E  Berg 

459 

475 

62 

41 

1 

Stilwell,  Kan 

Technical 

107 

Bendix 

William  M  Agee 

436 

474 

40 

5 

1 

Boise,  Ida 

Finance 

108 

Clark  Equipment 

Bert  E  Phillips 

310 

470 

59 

30 

5 

Quincy,  III 

Marketing 

109 

hi  i  imhprffpr 

1  HUM  1  L/TJ 1  gCI 

loan  RirvmH 
JCdii  rxJLAJUu 

339 

469 

58 

27 

13 

France 

1  paal 

Legal 

110 

1  nrlrv  ^toroc 

Wavnp  H  Pkher 
Tvajiic  n  rioiiei 

468 

468 

57 

15 

3 

1       AnoolP'i  Oal 

AH  minict  ratinn 

r\U  1  Mil  II  i  1 1  a  L  IUI  1 

111 

Allied  Chemical 

John  T  Connor 

458 

465 

63 

11 

9 

Syracuse,  NY 

Legal 

112 

Alcoa 

W  H  Krome  George 

461 

464 

60 

36 

3 

St  Louis,  Mo 

Technical 

113 

Southern  Pacific 

Benjamin  F  Biaggini 

451 

459 

62 

41 

9 

New  Orleans,  La 

Technical 

114 

Borg-Warner 

James  F  Bere 

330 

458 

55 

17 

6 

Chicago,  III 

Production 

115 

Emerson  Electric 

Charles  F  Knight 

456 

456tt 

42 

5 

4 

Lake  Forest,  III 

Administration 

116 

Monsanto 

John  W  Hanley 

443 

454tt 

56 

S  . 

5 

Parkersburg,  W  Va 

Marketing 

117 

Capital  Cities  Comrn 

Thomas  S  Murphy 

335 

453 

52 

23 

11 

Brooklyn,  NY 

Administration 

118 

Ralston  Purina 

R  Hal  Dean 

452 

452tt 

61 

39 

10 

Mitchell,  SD 

Production 

119 

J  P  Morgan  &  Co 

•  Ellmore  C  Patterson 

410 

451 

64 

42 

6 

Western  Springs,  III 

Banking 

120 

Kaiser  Alum  &  Chem 

Cornell  C  Maier 

430 

451 

53 

28 

5 

Herreid,  SD 

Operations 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  5  Succeeded  by  John  M.  Henske,  4/27/78. 

%  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  6  Succeeded  by  Alton  W.  Whitehouse,  Jr.,  1/1/78. 

tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with  7  Succeeded  by  Archie  R.  McCardell,  1/19/78. 

long-term  incentive  program.  »  Succeeded  by  Ward  S.  Hagan,  5/1/78. 

*  For  year  ended  1/31/77.  •  Succeeded  by  Walter  H.  Page,  1/1/78. 
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Who  Gets  The  Most  Pay 

Compensation 


oaiary  & 

i  ota  i 

Years  Served 

Bonust 

Remuneration; 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

121 

UV  Industries 

Martin  Horwitz 

450 

450 

57 

13 

8 

New  York,  NY 

Legal 

122 

Burlington  Inds 

William  A  Klopman 

427 

450 

56 

1 
1 

New  York,  NY 

Marketing 

123 

Dart  Industries 

Justin  Dart 

A  OC\ 

AAQ 

IV 

36 

35 

Evanston,  III 

Administration 

124 

B  F  Goodrich 

0  Pendleton  Thomas 

437 

446 

63 

6 

6 

Forney,  Tex 

Finance 

125 

Northwest  Industries 

Ben  W  Heineman 

446 

446 

64 

22 

22 

Wausau,  Wise 

Legal 

126 

General  Foods 

James  L  Ferguson 

313 

444 

52 

14 

4 

Evanston,  III 

Marketing 

127 

Chubb 

William  M  Rees 

404 

444 

62 

Q 
O 

Brooklyn,  NY 

Operations 

1  OQ 

L.nrysier 

John  J  Riccardo 

oDU 

A  A  "i 

DO 

19 

2 

1  it+lA  Cille-  KJV 

Liute  rails,  Pit 

Finance 

129 

LTV 

W  Paul  Thayer 

441 

443 

58 

29 

7 

Henryetta,  Okla 

Sales 

130 

Merck 

John  J  Horan 

378 

440 

57 

26 

2 

Staten  Island,  NY 

Legal 

131 

Fruehauf 

Robert  D  Rowan 

387 

440 

56 

22 

4 

Holland,  Mich 

Finance 

132 

S perry  Rand 

J  Paul  Lyet 

425 

439 

61 

3A 

c 

□ 

Philadelphia,  Pa 

Finance 

1  JJ 

upenefoi  i  ei  «  dec 

Theodore  F  Brophy 

jj  / 

DD 

20 

1 

Hew  TOrK,  PIT 

Legal 

134 

FMC 

Robert  H  Malott 

352 

437tt 

51 

25 

6 

Boston,  Mass 

Operations 

135 

Squibb 

Richard  M  Furlaud 

257 

436tt 

55 

22 

12 

New  York,  NY 

Legal 

136 

American  Cyarvamid 

Dr  James  G  Affleck 

336 

436 

55 

30 

i 

Yonkers,  NY 

Administration 

137 

Kimberly-Clark 

Darwin  E  Smith 

342 

436 

52 

c 

D 

Garrett,  Ind 

Legal 

loo 

waiter  rxioae 

rreo  n  ouinvan 

DO 

14 

14 

Fort  Wayne.  Ind 

Finance 

139 

Pittston 

Nicholas  T  Camicia 

394 

434 

62 

9 

8 

Welch,  W  Va 

Operations 

140 

Marathon  Oil 

Harold  D  Hoopman 

418 

434 

57 

31 

2 

Lucas,  Kan 

Production 

141 

Armco  Steel 

Calvin  W  Verity  Jr 

378 

434 

61 

37 

12 

Middletown,  Ohio 

Administration 

142 

Timken 

Herbert  E  Markley 

433 

433 

63 

3Q 

1U 

Martin,  Ohio 

Legal 

Avon  Products 

uavio  w  rrfiicneii 

AIO 

DU 

30 

2 

rasaaena,  uai 

oaies 

144 

Braniff  Intl 

Harding  L  Lawrence 

427 

427 

57 

13 

13 

Perkins,  Okla 

Administration 

145 

Rapid-American 

Meshulam  Riklis 

426 

426 

54 

23 

23 

Turkey 

Finance 

146 

Avco 

James  R  Kerr 

414 

424 

60 

23 

8 

Las  Vegas,  NM 

Administration 

147 

Whirlpool 

John  H  Platts 

321 

421 

60 

37 

c 

D 

Detroit,  Mich 

Sales 

1  AQ 

Champion  Intl 

Andrew  C  Sigler 

A  O  1 

421 

AC 

21 

3 

brooKiyn,  pit 

Marketing 

149 

Koppers 

Fletcher  L  Byrom 

382 

420 

59 

30 

10 

Cleveland,  Ohio 

Production 

150 

Pfizer 

Edmund  T  Pratt  Jr 

409 

420 

51 

13 

5 

Savannah,  Ga 

Finance 

151 

PPG  Industries 

Robinson  F  Barker 

408 

420tt 

64 

42 

10 

Boston.  Mass 

Sales 

152 

Kennecott  Copper 

Frank  R  Milliken 

355 

419 

64 

CO 

1  7 
1  / 

Maiden,  Mass 

Production 

i  Do 

Citicorp 

Walter  H  wnston 

o/b 

A  1  Q 

418 

rg 
JO 

31 

8 

Middletown,  Conn 

Banking 

154 

Dun  &  Bradstreet  Cos 

Harrington  Drake 

400 

415 

58 

30 

3 

Kansas  City,  Mo 

Marketing 

155 

Eli  Lilly 

Richard  D  Wood 

403 

414 

51 

28 

5 

Brazil,  Ind 

Marketing 

156 

Mfrs  Hanover  Corp 

Gabriel  Hauge 

315 

413 

64 

19 

7 

Hawley,  Minn- 



Finance 

157 

Beatrice  Foods 

Wallace  N  Rasmussen 

363 

412 

64 

AA 

1 
1 

Beatrice,  Neb 

Technical 

iDo 

Greyhound 

(jeraid  n  Trainman 

OCT 

A  1  O 

412 

DO 

32 

12 

Petoskey,  Mich 

Legal 

159 

Jim  Walter 

James  W  Walter 

386 

411 

55 

32 

32 

Lewes,  Del 

Founder 

160 

Trans  Union 

Jerome  W  Van  Gorkom 

385 

411 

60 

21 

15 

Denver,  Colo 

Finance 

161 

Combustion  Engineering 

Arthur  J  Santry  Jr 

409 

409 

59 

22 

15 

Brookline,  Mass 

Legal 

162 

Boeing 

Thornton  A  Wilson 

397 

408 

57 

OD 

Q 

Sikeston,  Mo 

Technical 

ICQ 

CPC  International 

James  W  McKee  Jr 

400 

408tt 

55 

31 

5 

rlttSDurgn,  ra 

Finance 

164 

Bethlehem  Steel 

Lewis  W  Foy 

407 

407 

63 

41 

3 

Somerset  County,  Pa 

Administration 

165 

Diamond  Shamrock 

William  H  Bricker 

400 

407 

46 

8 

1 

Detroit,  Mich 

Marketing 

166 

Time  Inc 

Andrew  Heiskell 

374 

406 

62 

40 

8' 

Italy 

Operations 

167 

Continental  Group 

Robert  S  Hatfield 

392 

403 

62 

42 

6 

Utica,  NY 

Marketing 

168 

Superior  Oi! 

Howard  B  Keck 

403 

403 

65 

44 

25 

Trinidad 

Administration 

169 

AMF 

10  Rodney  C  Gott 

395 

401 

66 

32 

10 

Brooklyn,  NY 

Technical 

170 

Pillsbury 

William  H  Spoor 

363 

400tt 

55 

28 

5 

Pueblo,  Colo 

Administration 

1  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock. 

10  Succeeded  by  W.  Thomas  York.  5/2/78. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options. 
T"  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 
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BEECH  DEVELOPED  AND  BUILT 
THE  FASTEST,  HIGHEST  FLYING 
MISSILE  TARGET/  IN  THE  WORLD. 


Vhile  we  made  our  reputation  pro 
lucing  quality  general  aviation  air- 
raft,  we've  added  to  it  by  becom 
lg  one  of  the  nation's  leading 
lesigners  and  producers  of  missile 
irgets  for  the  armed  services. 

The  Beech  HAST  (High 
Jtitude  Supersonic  Target),  devel- 
ped  for  the  U.S.  Air  Force,  is 
ow  undergoing  final  refinement 
nd  has  been  successfully  demon- 
trated  to  the  U.  S.  Navy  as  an 
leal  vehicle  to  test  the  Aegis 
ussile  system.  HAST  has  flown 
t  an  altitude  of  more  than 
30,000  feet  at  speeds  up  to 
lach  4  (four  times  the  speed 
f  sound),  and  all  three 
srvices  have  a  require- 
lent  to  test  the  effective- 
ess  of  their  most 
Dphisticated  weapons 
/stems  with  this  target. 

We  also  make  and 
ave  delivered  more  than 
,100  AQM-37As,  a  missile  target 
/ith  an  operational  altitude  of  up  to 
0,000  feet  and  speeds  in  excess  of 
4ach  2.5,  which  the  Navy  uses  as  a 
/eapons  system  training  target. 


Another  missile  target,  the 
turbojet  MQM-107A  "Streaker" 
with  a  speed  of  575  mph  and  an 
altitude  capacity  of  40,000  feet, 
has  an  excellent  performance 
record  with  the  Army  and  we've 
received  contracts  totaling  more  than 
$40  million  since  production  began 
in  1975.  We  expect  to  translate  the 
advanced  technology  acquired  with 
missile  targets  into  our  general 
aviation  aircraft  over  the  years. 

Beech  Aircraft  completed  its 
fifth  consecutive  record  year  of  sales 
and  earnings  in  1977.  We  anticipate 
another  record  year  in  1978,  with 
sales  in  excess  of  $500  million  and 
proportionate  earnings  growth.  In 
the  first  half  of  fiscal  1978,  sales 
reached  $252,347,965,  and  net 
income  advanced  to  $16,972,286. 

At  Beech,  we  believe  in  quality 
of  product  and  quality  of  sales 
and  earnings. 


Year  Ended  Sept.  30 

1977 

1976 

1975 

1974 

1973 

(add  000) 

Net  Sales 

$417,420 

346.926 

267,149 

241,603 

204,662 

Cash  Dividends  Paid 

7,018 

5,369 

4,432 

3,614 

3,143 

Net  Income 

25.483 

20,631 

15,612 

12,479 

10,023 

Stockholders'  Equity 

109.319 

89,328 

73,786 

62,864 

55,355 

^eech  Aircraft  Corporation 

Wichita,  Kansas  67201 


LEADERSHIP:  IT'S  A  RESPONSIBILITY 
WE  DON'T  TAKE  FOR  GRANTED. 


Who  Gets  The  Most  Pay 


Compensation 

Salary  &         Total  Years  Served 

Bonust     Remuneration}  With        As  Business 

Rank                     Company                  Chief  Executive        ($000)         ($000)  Age  '  Company    Chief              Place  of  Birth  Background 


171 

Textron 

11  G  William  Miller 

400 

400 

53 

22 

10 

Sapulpa,  Okla 

Legal 

172 

Airco 

12  George  S  Dillon 

400 

400 

60 

15 

10 

Brooklyn,  NY 

Legal 

173 

Honeywell 

Edson  W  Spencer 

375 

400 

51 

24 

3 

Chicago,  III 

Sales 

174 

Texasgulf 

Charles  F  Fogarty 

345 

399 

56 

25 

4 

Denver,  Colo 

Technical 

175 

Williams  Companies 

John  H  Williams 

330 

398 

59 

37 

27 

Cuba 

Founder 

176 

Hughes  Tool 

Raymond  M  Holliday 

326 

395 

63 

39 

5 

Winfield,  Tex 

Finance 

177 

Continental  Illinois 

Roger  E  Anderson 

347 

392 

56 

31 

5 

Chicago,  III 

Banking 

178 

Charter  New  York 

Gordon  T  Wallis 

348 

391 

58 

37 

7 

Salt  Lake  City,  Utah 

Finance 

179 

Dayton-Hudson 

William  A  Andres 

381 

390tt 

51 

19 

r 

Fayette,  Iowa 

Retailing 

180 

Cities  Service 

Robert  V  Sellers 

379 

389 

51 

27 

6 

Bartlesville,  Okla 

Administration 

181 

TRW 

Ruben  F  Mettler 

378 

389 

54 

23 

1 

Shatter,  Cal 

Technical 

182 

Evans  Products 

Monford  A  Orloff 

389 

389 

64 

20 

15 

Omaha,  Neb 

Legal 

183 

Ingersoll-Rand 

William  L  Wearly 

389 

389 

62 

15 

10 

Warren,  Ind 

Sales 

184 

Security  Pacific 

Frederick  G  Larkin  Jr 

374 

389 

64 

41 

10 

Seattle,  Wash 

Finance 

185 

Intl  Minerals  &  Chem 

Richard  A  Lenon 

375 

389tt 

57 

10 

6 

Lansing,  Mich 

Finance 

186 

United  States  Steel 

Edgar  B  Speer 

373 

387 

61 

39 

5 

Pittsburgh,  Pa 

Production 

187 

J  P  Stevens 

James  D  Finley 

212 

387 

61 

32 

8 

Jackson,  Ga 

Sales 

188 

Northern  Trust 

Edward  B  Smith 

340 

386 

69 

46 

14 

Chicago,  III 

Finance 

189 

Great  Atl  &  Pac  Tea 

Jonathan  L  Scott 

381 

385 

48 

3 

3 

Nampa,  Ida 

Administration 

190 

Wells  Fargo 

Richard  P  Cooley 

371 

385 

54 

28 

11 

Dallas,  Tex 

Finance 

191 

Mead 

13  James  W  McSwiney 

385 

385 

62 

43 

9 

McEwen.  Tenn 

Finance 

192 

Pennzoil 

J  Hugh  Liedtke 

363 

385 

56 

22 

10 

Tulsa,  Okla 

Legal 

193 

Budd 

Gilbert  F  Richards 

351 

382 

62 

19 

6 

Prairieburg,  Iowa 

Sales 

194 

Oscar  Mayer 

P  Goff  Beach 

382 

382 

63 

41 

6 

Chicago,  III 

Operations 

195 

Chromalloy  American 

14  Joseph  Friedman 

382 

382 

71 

21 

18 

Philadelphia,  Pa 

Administration 

196 

Kerr-McGee 

Dean  A  McGee 

225 

382 

74 

41 

24 

Humboldt,  Kan 

Production 

197 

Phillips  Petroleum 

William  F  Martin 

368 

382 

61 

39 

5 

Blackwell,  Okla 

Finance 

198 

Aetna  Life  &  Cas 

John  H  Filer 

373 

381 

53 

19 

5 

New  Haven,  Conn 

Legal 

199 

Singer 

Joseph  B  Flavin 

381 

381 

49 

2 

2 

St  Louis,  Mo 

Finance 

200 

Kroger 

15  James  P  Herring 

380 

380 

63 

23 

7 

Greenville,  NC 

Marketing 

201 

K  mart 

Robert  E  Dewar 

380 

380 

55 

29 

6 

Traverse  City,  Mich 

Legal 

202 

Pennwalt 

16  William  P  Drake 

380 

380 

65 

44 

23 

Bath,  Me 

Marketing 

203 

SmithKline  Corp 

Robert  F  Dee 

379 

379 

53 

29 

6 

Cincinnati,  Ohio 

Administration 

204 

Times  Mirror 

Franklin  D  Murphy 

379  . 

379 

62 

9 

9 

Kansas  City,  Mo 

Administration 

205 

Abbott  Laboratories 

Edward  J  Ledder 

378 

379 

60 

38 

5 

Chicago,  III 

Marketing 

206 

Lear  Siegler 

Robert  T  Campion 

377 

377 

56 

20 

7 

Minneapolis,  Minn 

Finance 

207 

Norfolk  &  Western  Ry 

John  P  Fishwick 

364 

375 

61 

32 

8 

Roanoke,  Va 

Legal 

208 

Standard  Brands 

F  Ross  Johnson 

375 

375 

46 

6 

1 

Winnipeg,  Can 

Finance 

209 

American  Express 

James  D  Robinson  III 

364 

375 

42 

7 

1 

Atlanta,  Ga 

Finance 

210 

Campbell  Soup 

Harold  A  Shaub 

343 

373 

62 

35 

5 

Lancaster  County,  Pa 

Production 

211 

Household  Finance 

Gilbert  R  Ellis 

338 

372 

62 

42 

5 

Mercer,  Mo 

Operations 

212 

Chicago  Bridge  &  Iron 

Marvin  G  Mitchell 

233 

371 

61 

38 

8 

Waycross,  Ga 

Sales 

213 

Tiger  International 

Wayne  M  Hoffman 

371 

371 

55 

10 

7 

Chicago,  III 

Legal 

214 

Johns-Manville 

John  A  McKinney 

360 

370 

54 

26 

1 

Huntsville,  Tex 

Legal 

215 

Li  bbey-Owe  ns  -  Ford 

Robert  G  Wingerter 

369 

369 

61 

11 

11 

Detroit,  Mich 

Administration 

216 

J  Ray  McDermott 

Charles  L  Graves 

369 

369 

62 

31 

6 

Louisville,  Ky 

Technical 

217 

Northwest  Energy 

John  G  McMillian 

223 

367 

51 

4 

4 

Orange  City,  Tex 

Administration 

218 

Burlington  Northern 

17  Louis  W  Menk 

367 

367 

60 

12 

7 

Englewood,  Colo 

Operations 

219 

Amer  Hospital  Supply 

Karl  D  Bays 

349 

366 

44 

19 

7 

Loyall,  Ky 

Sales 

220 

Intl  Flavors  &  Frag 

Henry  G  Walter  Jr 

202 

366 

67 

15 

15 

New  York,  NY 

Legal 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  11  Succeeded  by  Joseph  B.  Collinson,  3/8/78.  17  To  be  succeeded  by  Norman  M. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.     12  Succeeded  by  Richard  V.  Giordano,  1/1/78.  Lorentzsen,  6/1/78. 

tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with  "  Succeeded  by  Warren  L.  Batts,  5/1/78. 

long-term  incentive  program.  14  Deceased;  succeeded  by  Irving  A.  Shepard,  1/1/78. 

"  Succeeded  by  Lyle  Everingham,  2/78. 

"  Succeeded  by  Edwin  E.  Turtle,  4/26778. 
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221 

Dana 

Rene  C  McPherson 

364 

366 

53 

£Zf 

c 
3 

Akron,  Ohio 

Administration 

222 

Raytheon 

Thomas  L  Phillips 

ODD 

Oh 

29 

9 

Greece 

Technical 

223 

Winn-Dixie  Stores 

Bert  L  Thomas 

337 

365 

bo 

32 

12 

Malad,  Ida 

Production 

224 

Carrier 

Melvin  C  Holm 

364 

364-" 

61 

41 

10 

Iron  River,  Mich 

Finance 

225 

Intl  Multrfoods 

William  G  Phillips 

329 

362 

58 

9 

9 

Cleveland,  Ohio 

Finance 

226 

sea 

Paul  H  Elkker 

358 

362-" 

55 

91 
c  1 

c 
0 

New  York,  NY 

Finance 

HI 

Allegheny  Ludlum  inas 

KoDert  J  oucKley 

3D] 

54 

6 

3 

New  York.  NY 

Production 

228 

Northwest  Airlines 

Donald  W  Nyrop 

360 

360 

66 

23 

23 

Elgin,  Neb 

Legal 

229 

Consolidated  Foods 

John  H  Bryan  Jr 

359 

359 

41 

17 

3 

West  Point.  Miss 

Administration 

230 

Boise  Cascade 

John  B  Fery 

345 

358 

48 

21 

5 

BeNingham.  Wash 

Production 

231 

Weyerhaeuser 

George  H  Weyerhaeuser 

358 

358 

51 

Seattle.  Wash 

Production 

vuican  Materials 

Bernard  A  Monaghan 

ovaJ 

20 

19 

Birmingham,  Ala 

233 

Gould 

William  T  Ytvisaker 

338 

357 

54 

10 

10 

St  Paul,  Minn 

Administration 

234 

Chesebro  ugh- Pond's 

Ralph  E  Ward 

281 

357 

57 

31 

10 

Scotch  Plains,  NJ 

Marketing 

235 

Jewel  Companies 

Donald  S  Perkins 

275 

355 

51 

24 

7 

St  Louis,  Mo 

Retailing 

236 

Chase  Manhattan  Corp 

David  Rockefeller 

354 

354 

62 

ac 

Q 

New  York,  NY 

Banking 

£.3/ 

unixeo  states  uypsum 

Graham  J  Morgan 

cn 
Z  - 

38 

13 

Aurora,  III 

Marketing 

238 

Celanese 

John  D  Macomber 

332 

353 

50 

4 

1 

Rochester,  NY 

Administration 

239 

Govt  Employees  Ins 

John  J  Byrne 

350 

352 

45 

2 

2 

Paterson.  NJ 

Insurance 

240 

Corning  Glass  Works 

Amory  Houghton  Jr 

342 

352 

51 

25 

14 

Coming,  NY 

Administration 

241 

Gulf  United 

E  Grant  Fitts 

352 

352 

61 

1U 

1  n 

Montevallo,  Ala 

Legal 

Transway  Intl 

G  Russell  Moir 

392 

bz> 

48 

11 

ocotiana 

Sales 

243 

Pot  latch 

Richard  B  Madden 

342 

350 

49 

7 

7 

Orange,  NJ 

Finance 

244 

Control  Data 

William  C  Morris 

349 

349 

66 

20 

20 

Red  Cloud,  Neb 

Founder 

245 

Santa  Fe  Intl 

Edfred  L  Shannon  Jr 

322 

349*+ 

51 

24 

15 

Durant,  Okla 

Technical 

246 

Fore  most- Mc  K  esson 

"  William  W  Mori  son 

342 

349 

65 

•a 

Oakland,  Cal 

Operations 

l  roc  Kef  Naxi  uorp 

1  nomas  K  wiicox 

oiu 

1A7 
34/ 

4 

4 

New  YOrK,  NY 

Banking 

248 

NCR 

William  S  Anderson 

345 

345 

59 

32 

4 

China 

Marketing 

249 

Becton,  Dickinson 

Wesley  J  Howe 

280 

343 

56 

29 

3 

Jersey  City,  NY 

Administration 

250 

Merrill  Lynch  &  Co 

Donald  T  Regan 

342 

342 

59 

32 

7 

Cambridge.  Mass 

Investment 

251 

INA 

Ralph  S  Saul 

225 

342++ 

55 

0 

■3 
J 

Brooklyn,  NY 

Legal 

General  Signal 

Nathan  R  Owen 

"3  A  O 

oy 

17 

16 

Burnt  Mills,  ny 

Technical 

253 

Anderson-Clayton 

Thomas  J  Barlow 

331 

342 

55 

32 

11 

Houston,  Tex 

Operations 

254 

Chemical  New  York 

Donald  C  Platten 

323 

342 

59 

37 

5 

New  York,  NY 

Banking 

255 

Foster  Wheeler 

Frank  A  Lee 

132 

341 

53 

18 

7 

Greenville.  Pa 

Technical 

256 

Gannett 

Allen  H  Neuharth 

340 

340 

54 

1  s 

4 

Eureka.  SD 

Journalism 

StauTter  Chemical 

H  Barclay  Morley 

O  O  A 

.540 

AO 

15 

4 

Sydney,  Can 

Technical 

258 

First  Irttl  Bshs 

Robert  M  Stewart  III 

248 

339 

52 

27 

18 

Dallas.  Tex 

Finance 

259 

St  Regis  Paper 

George  J  Knee  land 

244 

339 

61 

39 

6 

New  York.  NY 

Production 

260 

Alco  Standard 

Tinkham  Veale  II 

320 

339 

63 

12 

12 

Topeka.  Kan 

.-re- 

261 

Albertson's 

Warren  E  McCain 

276 

339 

52 

26 

1 

Logan.  Kan 

Operation 

262 

American  Airlines 

Albert  V  Casey 

333 

339 

58 

4 

4 

Boston,  Mass 

France 

263 

Em  hart 

T  Mitchell  Ford 

338 

338 

57 

19 

8 

Albany,  NY 

Legal 

264 

Baker  Internationa! 

Earnest  H  Clark  Jr 

337 

337 

51 

31 

13 

Birmingham,  Ala 

Technical 

265 

Republic  Steel 

William  J  De  Lancey 

317 

336 

61 

26 

4 

Chicago,  III 

Administration 

266 

Quaker  Oats 

Robert  D  Stuart  Jr 

314 

336 

62 

31 

11 

Hubbard  Woods.  Ill 

Marketing 

267 

National  Distillers 

Drummond  C  Bell 

261 

336 

62 

21 

7 

Baltimore,  Md 

Finance 

268 

N  L  Industries 

Ray  C  Adam 

321 

335 

58 

6 

3 

Aquilla.  Tex 

Administration 

269 

Southland  Corp 

John  P  Thompson 

326 

335 

52 

29 

17 

Dallas,  Tex 

F nance 

270 

National  Steel 

George  A  Stinson 

320 

335 

63 

16 

12 

Camden,  Ark 

Legal 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  '*  Succeeded  by  Thomas  E.  Drohan.  4- 1  78. 

|  Salary,  bonus,  director's  fees  and  deferred  compensation:  excludes  stock  options. 
M  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 
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Total 
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Remuneration! 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 
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271 

Mercantile  Stores 

Leon  F  Winbigler 

322 

335 

52 

29 

3 

Brookfield,  Mo 

Retailing 

272 

Levi  Strauss 

Peter  E  Haas 

307 

335 

59 

33 

2 

San  Francisco,  Cal 

Administration 

273 

Crown  Zellerbach 

Charles  R  Dahl 

324 

335tt 

56 

28 

8 

Brooklyn,  NY 

Production 

274 

Louisiana-Pacific 

Harry  A  Merlo 

306 

334 

53 

28 

4 

Stirling  City,  Cal 

Marketing 

275 

Masco 

Richard  A  Manoogian 

320 

333 

41 

19 

10 

Long  Branch,  NJ 

Administration 

276 

Anheuser-Busch 

August  A  Busch  III 

332 

332 

40 

20 

3 

St  Louis,  Mo 

Marketing 

277 

El  Paso  Company 

Howard  Boyd 

295 

332 

68 

25 

13 

Woodside,  Md 

Legal 

278 

Loews 

Laurence  A  Tisch 

330 

332 

55 

18 

18 

New  York,  NY 

Finance 

279 

Owens-Corning  Fbrgls 

William  W  Boeschenstein 

322 

331 

52 

27 

5 

Chicago,  III 

Administration 

280 

Gt  Northern  Nekoosa 

Samuel  A  Casey 

275 

331 

63 

32 

6 

Peoria,  III 

Legal 

281 

Pan  Am  World  Airways 

William  T  Seawell 

325 

329 

60 

6 

6 

Pine  Bluff,  Ark 

Operations 

282 

Cone  Mills 

Lewis  S  Morris 

303 

329 

63 

40 

13 

Salisbury,  NC 

Administration 

283 

Western  Union 

Russell  W  McFall 

329 

329 

56 

14 

12 

Moline,  III 

Technical 

284 

North  Amer  Philips 

Pieter  C  Vink 

328 

328 

58 

13 

9 

The  Netherlands 

Marketing 

285 

Mesa  Petroleum 

Thomas  B  Pickens  Jr 

306 

327 

49 

21 

21 

Holdenville,  Okla 

Founder 

286 

May  Dept  Stores 

David  E  Babcock 

325 

327 

63 

11 

2 

Manitowoc,  Wise 

Administration 

287 

Archer  Daniels  Midland 

Dwayne  0  Andreas 

326 

326 

60 

7 

7 

Worthington,  Minn 

Finance 

288 

Kane-Miller 

Stanley  B  Kane 

326 

326 

57 

40 

1 

New  York,  NY 

Administration 

289 

Genesco 

John  L  Hanigan 

325* 

325 

66 

1 

1 

New  York,  NY 

Production 

289 

Morton-Norwich 

John  W  Simmons 

325 

325 

58 

5 

5 

Toledo,  Ohio 

Administration 

289 

Square  D 

Mitchell  P  Kartalia 

325 

325 

65 

37 

10 

Yukon,  Pa 

Marketing 

289 

MCA 

Lew  R  Wasserman 

300 

325 

65 

41 

31 

Cleveland,  Ohio 

Sales 

293 

Mellon  National  Corp 

James  H  Higgins 

256 

325 

62 

27 

3 

Kansas  City,  Mo 

Banking 

294 

Nabisco 

Robert  M  Schaeberle 

324 

324tt 

55 

31 

4 

Newark,  NJ 

Finance 

295 

CIT  Financial 

Walter  S  Holmes  Jr 

323 

323 

58 

19 

7 

South  River,  NJ 

Finance 

296 

Cooper  Industries 

Robert  Cizik 

321 

321 

47 

16 

3 

Scranton,  Pa 

Finance 

297 

Melville 

Francis  C  Rooney  Jr 

321 

321 

56 

25 

14 

N  Brookfield,  Mass 

Retailing 

298 

Chessie  System 

Hays  T  Watkins 

320 

321 

52 

29 

7 

Fern  Creek,  Ky 

Finance 

299 

Panhandle  Eastern 

Richard  L  O'Shields 

259 

319 

51 

18 

8 

Ozark,  Ark 

Production 

300 

Travelers 

Morrison  H  Beach 

286 

319 

61 

38 

5 

Winsted,  Conn 

Insurance 

301 

Amsted  Industries 

Goff  Smith 

281 

319 

61 

31 

4 

Jackson,  Tenn 

Sales 

302 

Dow  Jones 

Warren  H  Phillips 

264 

319 

51 

30 

3 

New  York,  NY 

Journalism 

303 

Carnation 

H  Everett  Olson 

290 

318 

71 

47 

15 

Chicago,  III 

Finance 

304 

Pet 

Boyd  F  Schenk 

310 

315 

55 

30 

9 

Providence,  Utah 

Production 

305 

General  Reinsurance 

Harold  J  Hudson  Jr 

307 

315 

54 

22 

6 

Kansas  City,  Mo 

Legal 

306 

Natl  Detroit  Corp 

Robert  M  Surdam 

295 

315 

60 

31 

9 

Albany,  NY 

Finance 

307 

Norton 

Robert  Cushman 

305 

315 

62 

33 

7 

Winchester,  Mass 

Marketing 

308 

Kellogg 

Joe  E  Lonning 

266 

314 

62 

37 

6 

Thor,  Iowa 

Marketing 

309 

Ethyl 

Floyd  D  Gottwald  Jr 

198 

314 

55 

34 

8 

Richmond,  Va 

Administration 

310 

R  R  Donnelley  &  Sons 

Charles  W  Lake  Jr 

306 

314 

59 

32 

14 

La  Porte,  Ind 

Production 

311 

McDonald's 

Fred  L  Turner 

286 

314 

45 

21 

4 

Des  Moines,  Iowa 

Administration 

312 

Polaroid 

Edwin  H  Land 

307 

313 

69 

40 

40 

Bridgeport,  Conn 

Founder 

313 

Louisiana  Land 

John  G  Phillips 

312 

312 

55 

26 

5 

Camden,  Ark 

Finance 

314 

U  S  Industries 

1  John  Billera 

311 

311 

65 

25 

13 

New  York,  NY 

Finance 

315 

Rohm  &  Haas 

Vincent  L  Gregory  Jr 

310 

310 

54 

28 

7 

Oil  City,  Pa 

Finance 

316 

Liggett  Group 

Raymond  J  Mulligan 

310 

310 

56 

16 

4 

Munhall,  Pa 

Marketing 

316 

R  H  Macy 

Donald  B  Smiley 

220 

310 

63 

32 

6 

Albany,  III 

Legal 

318 

Martin  Marietta 

J  Donald  Rauth 

308 

308 

60 

37 

5 

Pitman,  NJ 

Technical 

319 

Genl  Tire  &  Rubber 

Michael  G  O'Neil 

305 

308 

56 

32 

18 

Akron,  Ohio 

Administration 

320 

Air  Prods  &  Chems 

Edward  Donley 

300 

306tt 

56 

35 

4 

Highland  Park,  Mich 

Technical 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock. 

*  Salary  annualized. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 
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Salary  & 

Total 
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nernuiterdiiuri- 

With 

As 
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321 

USLIFE 

Gordon  E  Crosby  Jr 

305 

305 

57 

19 

12 

Remsen,  Iowa 

Sales 

322 

Caterpillar  Tractor 

Lee  L  Morgan 

294 

304 

58 

32 

1 

Aledo,  III 

Marketing 

323 

GATX 

Thomas  M  Thompson 

304 

304 

60 

38 

17 

Youngstown,  Ohio 

Administration 

303 

41 

2 

Rricti^l  Tonn 
D'iMUl ,  f  ciin 

Marketing 

325 

Reliance  Electric 

B  Charles  Ames 

301 

301 

52 

6 

1 

Elgin,  III 

Administration 

326 

Certain-teed 

Donald  E  Meads 

301 

301 

57 

3 

3 

Salem,  Mass 

Finance 

327 

Brunswick 

K  Brooks  Abernathy 

250 

300 

59 

16 

2 

Missoula.  Mont 

Operations 

328 

Crum  &  Forster 

B  P  Russell 

294 

300 

58 

36 

7 

Fort  Worth.  Tex 

Sales 

C.f*OA  1  ruHl  icfrioc 

Dl 

39 

13 

Ad  m  i  n  i  strat  ion 

330 

ACF  Industries 

John  F  Burditt 

212 

300 

60 

29 

11 

Newton  Center,  Mass 

Fi  nance 

331 

F  W  Woolworth 

Edward  F  Gibbons 

299 

299 

58 

4 

1 

Boston,  Mass 

Finance 

332 

Whittaker 

Joseph  F  Alibrandi 

290 

298 

49 

7 

7 

Boston,  Mass 

Administration 

333 

Transco  Companies 

William  J  Bowen 

282 

297 

56 

3 

3 

Sweetwater,  Tex 

Technical 

334 

fha  m  mm  C  r*_a  rtt  Pino 
wllalltplvfl  OpdlK  rlUg 

PAr^rt  A  Qlranahan  Ir 

iaoocii  m  oirdndiKin  ji 

?Q7 

C.3I 

Do 

42 

23 

i  oieuo,  vjmo 

mo  m  i  n  i  suai  ion 

335 

BanCal  Tri-State 

Chauncey  E  Schmidt 

297 

297 

46 

2 

2 

Oxford,  Iowa 

Banking 

336 

Dover  Corp 

Thomas  C  Sutton 

225 

296 

57 

26 

14 

Longmont,  Colo 

Sales 

337 

Rexnord 

William  C  Messinger 

217 

296 

63 

35 

10 

Milwaukee,  Wise 

Production 

338 

Lone  Star  Industries 

lf  Robert  W  Hutton 

295 

295tt 

57 

13 

3 

Olympia,  Wash 

Operations 

O  O  J 

emu  l  pncneciy 

13 

7 

r  dllUf  lbUUi  g,  nn  J 

mi  arLatma 
nfldi  KCU  I'g 

340 

McDonnell  Douglas 

Sanford  N  McDonnell 

223 

294 

55 

29 

6 

Little  Rock,  Ark 

Technical 

341 

PACCAR 

Charles  M  Pigott 

288 

293 

49 

21 

10 

Seattle,  Wash 

Administration 

342 

Texas  Commerce  Bshs 

Ben  F  Love 

280 

292 

53 

11 

5 

Vernon,  Tex 

Finance 

343 

Sterling  Drug 

Dr  W  Clarke  Wescoe 

237 

292 

58 

g 

4 

Allentown,  Pa 

Technical 

Texas  Gas  Transmn 

William  M  Flmor 

Do 

30 

10 

Rrvhallo  III 

Finance 

345 

St  Joe  Minerals 

John  C  Duncan 

270 

291 

57 

7 

6 

New  York,  NY 

Operations 

346 

Charter  Company 

Raymond  K  Mason 

286 

290 

51 

25 

14 

Jacksonville,  Fla 

Founder 

347 

Amfac 

Henry  A  Walker  Jr 

290 

290 

56 

30 

10 

Honolulu,  Haw 

Administration 

348 

Western  Bancorp 

20  Ralph  J  Voss 

290 

290 

67 

31 

4 

Eagle  Grove.  Iowa 

Banking 

349 

Bankers  Trust  NY 

Alfred  Brrttain  III 

260 

290 

55 

31 

3 

Evanston,  III 

Banking 

■3RD 

Investors  Div  Svcs 

Ol 

6 

6 

M^chuilla  Tonn 
lidoMVIlic,    1  Cl  ll  1 

ill  HI  KB 

351 

Natomas 

Dorman  L  Commons 

266 

289 

60 

4 

4 

Denair,  Cal 

Administration 

352 

First  City  Bancorp 

James  A  Elkins  Jr 

276 

288 

59 

36 

15 

Galveston,  Tex 

Banking 

353 

Castle  &  Cooke 

Donald  J  Kirchhoff 

287 

287 

52 

21 

3 

St  Louis,  Mo 

Administration 

354 

Lockheed 

Roy  A  Anderson 

280 

287 

57 

21 

1 

Ripon,  Cal 

Finance 

355 

Houston  Natural  Gas 

Robert  R  Herring 

286 

286 

57 

14 

10 

Childress,  Tex 

Technical 

356 

George  A  Hormel 

Ira  J  Horton 

286 

286 

58 

31 

6 

Cedar  Rapids.  Iowa 

Legal 

357 

AMAX 

Pierre  Gousseland 

280 

285 

56 

30 

1 

France 

Technical 

358 

Morrison-Knudsen 

William  H  McMurren 

253 

285 

50 

23 

5 

Ontario,  Ore 

Operations 

359 

H  F  Ahmanson 

William  H  Ahmanson 

264 

285 

52 

28 

9 

Omaha.  Neb 

Administration 

360 

Westvaco 

David  L  Luke  III 

284 

285 

54 

26 

14 

Tyrone.  Pa 

Finance 

361 

Baxter  Travenol 

William  B  Graham 

257 

284 

66 

33 

25 

Chicago.  Ill 

Legal 

362 

E  F  Hutton  Group 

Robert  M  Fomon 

283 

283 

53 

27 

'7 

Chicago,  III 

Investment 

353 

Flic  longer 

Robert  F  Norris 

282 

282 

56 

5 

3 

Mullinville.  Kan 

Administration 

364 

United  Brands 

Seymour  Milstein 

281 

281 

57 

3 

1 

New  York.  NY 

Operations 

365 

St  Paul  Companies 

Carl  B  Drake  Jr 

272 

281 

58 

36 

5 

St  Paul.  Minn 

Administration 

366 

Pullman 

Samuel  B  Casey  Jr 

230 

281 

50 

7 

7 

Pittsburgh,  Pa 

Administration 

367 

Bucyrus-Erie 

21  Eugene  P  Berg 

256 

281 

64 

17 

15 

Chicago.  Ill 

Production 

+  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  Succeeded  by  James  E.  Stewart.  3  2178. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  *•  Succeeded  by  Joseph  J.  Pinola.  1  1  78. 

T+  Excludes  amount  contingently  payable  in  later  years  in  accordance  with  ™  Succeeded  by  Norris  K.  Ekstrom.  1  1  78 
long-term  incentive  program. 


- 
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Round  bell  push,  pale  green  jade  mounled  with  silver-gilt  bands,  set  with  six  small  diamonds  and  resting  on  bun  jeet. 
Top  is  mounted  with  three  gilt  plaques  enameled  translucent  pink  on  a  guilloche  ground  framed  with  small  pearl r.  Push  piece 
is  a  cabochon  moonstone  mounted  on  a  gilt-silver  stem,  the  base  of  which  is  surrounded  by  rose  diamonds.  Oval  bell  push, 
pale  green  jade.  Top  is  set  with  gold  plaque  enameled  translucent  white  on  a  starburst  ground  and  applied  with  a  laurel  wreath 
chased  in  green  gold  held  by  three  small  rose  diamonds  and  pierced  with  a  rose  gold  arrow,  resting  on  bun  feet.  Push  piece  is 
a  gold-set  cabochon  carbuncle.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  all  the  Russias.  From  the  Forbes  Magazine  Collection. 


xty  years  ago  the  first  issue  of 
□rbes  Magazine  was  published. 

0  mark  this  Diamond  Anniversary, 
orbes  is  presenting  new  additions 

1  the  Forbes  Magazine  Collection 
I  Faberge. 


over  660,000  executives  subscribe 
to  Forbes.  An  additional  million 
read  every  issue. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 


Forbes:  capitalist  tool 


Circulation  and  advertising  are  at 
an  all-time  high.  And  still  growing. 
Forbes  Magazine  readers  don't  just 


yron  Jackson  Pump, 
division  of  Borg-Warner 
Corporation,  presents  pumps 
that  move  oil  across  rivers, 
up  mountains,  over  gorges  anc 
through  800  tortuous  miles  of 
laskan  wilderness. 

This  fantastic  "journey" 
began  in  1969,  when  Alyeska 
assigned  Byron  Jackson  the  jot 
of  custom-designing  the  first 
pumps  for  the  Trans- Alaska  Pip 
line.  The  task  was  staggering: 
"pioneer"  the  design  of  13,500-! 
pumps.  Pumps  that  could  mov 
0,000  gallons  of  oit  per  minut€ 
1 1,000  pounds  of  pressure 
er  square  inch.  And  make  sur 
they  could  adapt  to  varying 
nd  often  extreme  weather 


Who  Gets  The  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonus* 

Remunerationt 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

368 

Sherwin-Williams 

22  Walter  0  Spencer 

276 

281 

51 

29 

6 

Kenosha,  Wise 

Production 

369 

Columbia  Gas  System 

Bernard  J  Clarke 

268 

280 

57 

26 

2 

Philadelphia,  Pa 

Technical 

370 

Upjohn 

Ray  T  Parfet  Jr 

256 

280 

55 

1  £. 

Port  Huron,  Mich 

Finance 

371 

Hewlett-Packard 

*"  William  K  Hewlett 

OC  A 

£b4 

'ion 

C  A 

b4 

39 

9 

Ann  Arbor,  Mich 

Founder 

372 

Florida  Power  &  Lt 

Marshall  McDonald 

195 

279 

60 

6 

6 

Memphis,  Tenn 

Finance 

373 

Petrolane 

Rudolph  J  Munzer 

265 

278 

60 

31 

21 

Minneapolis,  Minn 

Sales 

374 

ENSERCH 

William  C  McCord 

271 

278 

50 

28 

7 

San  Antonio,  Tex 

Technical 

375 

Joy  Manufacturing 

James  W  Wilcock 

278 

278 

60 

1  9 

1U 

Dayton,  Ohio 

Marketing 

o/b 

Crane 

Thomas  M  Evans 

<£/b 

Z/O 

CI 

b/ 

19 

19 

Pittsburgh,  Pa 

Finance 

377 

Tesoro  Petroleum 

Robert  V  West  Jr 

275 

275 

57 

21 

13 

Kansas  City,  Mo 

Founder 

378 

Safeway  Stores 

William  S  Mitchell 

275 

275 

63 

41 

4 

Alameda,  Cal 

Administration 

379 

Gillette 

Colman  M  Mockler  Jr 

261 

274 

48 

20 

3 

St  Louis,  Mo 

Finance 

380 

McGraw-Hill 

Harold  W  McGraw  Jr 

274 

274tt 

60 

^1 

Ol 

o 

c. 

New  York,  NY 

Marketing 

Fleming  Companies 

Richard  D  Harrison 

O  A 

<^4y 

•£/4 

54 

24 

12 

bait  Lake  Uty,  utan 

Legal 

382 

Santa  Fe  Industries 

John  S  Reed 

270 

272 

60 

38 

5 

Chicago,  III 

Operations 

383 

Amdahl 

Gene  M  Amdahl 

272 

272 

55 

7 

7 

Flandreau,  SD 

Founder 

384 

Armstrong  Cork 

24  James  H  Binns 

270 

270 

65 

42 

10 

Salida,  Colo 

Operations 

385 

National  Can 

Frank  W  Considine 

259 

270 

56 

ID 

c 

Chicago,  III 

Sales 

Job 

Western  Air  Lines 

Arthur  r  Kelly 

253 

269 

65 

40 

5 

Uirton,  Ariz 

Marketing 

387 

Clorox 

Robert  B  Shetterly 

251 

269tt 

62 

41 

10 

Corning,  NY 

Marketing 

388 

Pittsburgh  National 

Merle  E  Gilliand 

256 

269 

56 

25 

8 

Pitcairn,  Pa 

Finance 

389 

First  Bank  System 

Donald  R  Grangaard 

254 

268 

59 

39 

9 

Rothsay,  Minn 

Administration 

390 

Georgia-Pacific 

Robert  E  Flowerree 

244 

268 

57 

OA 
ZD 

1 
1 

New  Orleans,  La 

Operations 

jy  i 

National  city  Corp 

Claude  M  Blair 

194 

268 

65 

11 

6 

Columbia,  Tenn 

Legal 

392 

Delta  Air  Lines 

25  William  T  Beebe 

267 

267 

63 

31 

6 

Los  Angeles,  Cal 

Administration 

393 

Combined  Insurance 

Clement  Stone 

242 

267 

49 

26 

4 

Evanston,  III 

Sales 

394 

Blue  Bell 

L  Kimsey  Mann 

240 

266 

60 

31 

4 

La  Grange,  Ga 

Production 

395 

Inland  Steel 

Frederick  G  Jaicks 

258 

266 

59 

37 

6 

Chicago,  III 

Production 

396 

United  Telecom 

Paul  H  Henson 

265 

266 

52 

1  Q 

1  I 
1  i 

Bennet,  Neb 

Technical 

oy  / 

Phelps  Dodge 

George  B  Munroe 

264 

266 

56 

20 

8 

Joliet,  III 

Legal 

398 

Southern  Railway 

L  Stanley  Crane 

261 

264 

62 

41 

1 

Cincinnati,  Ohio 

Technical 

399 

McKee 

Richard  G  Widman 

260 

264 

56 

29 

7 

Detroit,  Mich 

Technical 

400 

First  Banc  Group 

John  G.  McCoy 

233 

263 

65 

40 

18 

Marietta,  Ohio 

Finance 

401 

Coastal  States  Gas 

Oscar  S  Wyatt  Jr 

262 

263 

53 

22 

22 

Beaumont,  Tex 

Founder 

402 

Litton  Industries 

Charles  B  Thornton 

263 

263 

64 

24 

24 

Knox  County,  Tex 

Founder 

403 

MAPCO 

Robert  E  Thomas 

245 

263 

63 

18 

18 

Cuyahoga  Falls,  Ohio 

Founder 

404 

First  Chicago  Corp 

A  Robert  Abboud 

232 

262 

48 

19 

2 

Boston,  Mass 

Banking 

405 

Campbell  Taggart 

Bill  O  Mead 

262 

262 

58 

18 

8 

Abilene,  Tex 

Sales 

406 

Cleveland-Cliffs 

Samuel  K  Scovil 

192 

261 

54 

27 

1 

Cleveland,  Ohio 

Sales 

407 

Dillingham 

Herbert  C  Comuelle 

233 

261 

58 

8 

1 

Cincinnati,  Ohio 

Operations 

408 

Di  Giorgio 

Robert  Di  Giorgio 

260 

261tt 

66 

41 

12 

New  York,  NY 

Finance 

409 

A  E  Staley  Mfg 

Donald  E  Nordlund 

260 

260 

56 

22 

5 

Stromsburg,  Neb 

Administration 

410 

Associated  Dry  Goods 

Richard  R  Pivirotto 

260 

260 

47 

24 

2 

Youngstown,  Ohio 

Administration 

411 

U  S  Bancorp 

John  A  Elorriaga 

198 

258 

54 

16 

3 

Jordan  Valley,  Ore 

Administration 

412 

Northern  Natural  Gas 

Willis  A  Strauss 

248 

258 

56 

29 

11 

Omaha,  Neb 

Technical 

413 

Tosco 

Morton  M  Winston 

256 

256 

47 

14 

2 

New  York,  NY 

Legal 

414 

Carter  Hawley  Hale 

Philip  M  Hawley 

250* 

256* 

52 

20 

1 

Portland,  Ore 

Retailing 

*  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock. 
:  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options, 
tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 


22  Resigned  3/22/78;  successor  not  yet  named. 

23  Succeeded  by  John  Young,  5/20/78. 

u  Succeeded  by  Harry  A.  Jensen,  1/1/78. 
25  Succeeded  by  David  C.  Garrett.  Jr.,  2/1/78. 
*  For  year  ended  1/31/77. 


i  rtn 


FORBES.  MAY  29.  1978 


Who  Gets  The  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonust 

Remuneration! 

With 

As 

Business 

lank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

4-15 

United  States  Trust 

Tom  Killefer 

216 

255 

61 

2 

1 

Los  Angeles,  Cal 

Finance 

416 

Super  Valu  Stores 

Jack  J  Crocker 

255 

255 

53 

5 

4 

Portland,  Ore 

Retailing 

4-17 

Lubrizol 

Thomas  W  Mastin 

242 

255 

64 

35 

6 

New  Castle,  Ind 

Technical 

418 

Beneficial  Corp 

Finn  M  W  Caspersen 

254 

254 

36 

6 

1 

New  York,  NY 

Legal 

419 

Oravo 

Robert  Dickey  Hi 

253 

253 

60 

30 

12 

Pittsburgh,  Pa 

Sales 

420 

Consol  Natural  Gas 

Robert  E  Seymour 

231 

253 

62 

on 

or 

4 

Meadville,  Pa 

Finance 

421 

Amstar 

Robert  T  Quittmeyer 

252 

253 

57 

22 

6 

Peekskill,  NY 

Legal 

422 

Newrnont  Mining 

Plato  Malozemoff 

246 

252 

68 

32 

24 

Russia 

Administration 

423 

Alexander  &  Alexander 

William  L  Carter  Jr 

247 

252 

57 

8 

1 

Piano,  Tex 

Insurance 

424 

Amer  Genl  Insurance 

Benjamin  N  Woodson 

251 

251 

69 

24 

5 

Altoona,  Kan 

Sales 

425 

First  Hawaiian  Inc 

John  D  Bellinger 

162 

251 

55 

oc 

A 

y 

Honolulu,  Haw 

Operations 

426 

Connecticut  General 

Robert  D  Kilpatrick 

237 

251 

54 

O  A 

zo, 

1 

Fairbanks,  La 

Insurance 

427 

■  ■  _i_i_r  

Heublein 

Stuart  D  Watson 

236 

251 

61 

12 

10 

Decatur,  III 

Marketing 

428 

First  Boston 

George  L  Shinn 

243 

250 

55 

3 

2 

Newark,  Ohio 

Administration 

429 

Cameron  Iron  Works 

Myron  A  Wright 

250* 

250 

67 

1 

1 

Blair,  Okla 

Administration 

429 

Sunbeam 

Robert  P  Gwinn 

250 

250 

70 

4.9 

*+Z 

99 

ZZ 

Anderson,  Ind 

Sales 

Consolidated  Edison 

Charles  F  Luce 

^UU 

OCA 

250 

60 

1U 

i  n 

1U 

riatteviiie,  Wise 

Administration 

429 

MGM 

Frank  E  Rosenfelt 

250 

250 

56 

22 

3 

Peabody,  Mass 

Legal 

433 

NICOR 

Clarence  J  Gauthier 

211 

250 

56 

32 

6 

Houghton,  Mich 

Technical 

434 

Norris  Industries 

H  Jack  Meany 

147 

249 

55 

32 

1 

Prescott,  Ariz 

Operations 

IOC 

Tektronix 

Earl  wantland 

111 

248 

46 

90. 

Z3 

o 
J 

Bridge,  Ore 

Administration 

1-36 

Union  Camp 

Alexander  Calder  Jr 

240 

247 

61 

Q7 
O  / 

1  Q 

1  o 

Brooklyn,  NY 

Marketing 

137 

Smith  International 

Jerry  W  Neely 

247 

247 

42 

12 

1 

Torrance,  Cal 

Administration 

438 

Eltra 

J  Adreon  Keller 

247 

247 

59 

22 

20 

Baltimore,  Md 

Administration 

139 

Hanna  Mining 

26  James  N  Purse 

237 

247 

54 

22 

4 

Detroit,  Mich 

Sales 

WO 

CleveTrust  Corp 

M  Brock  Weir 

246 

246 

56 

c 
O 

C 

D 

111  i  ^1  l  »/_  _L 

Wenatchee,  Wash 

Finance 

Wl 

Pitney- Bowes 

Fred  T  Allen 

235 

246tt 

61 

QQ 

jy 

A 

4 

Providence,  Rl 

Operations 

W2 

Consumers  Power 

27  Alphonse  H  Aymond 

240 

246 

63 

o  i 

ol 

1  Q 
1  O 

St  Louis,  Mo 

Legal 

W3 

Big  Three  Industries 

Harry  K  Smith 

236 

245 

66 

52 

22 

Pittsburgh,  Pa 

Administration 

444 

Hilton  Hotels 

Barron  Hilton 

244 

244 

50 

23 

12 

Dallas,  Tex 

Finance 

145 

Bank  of  New  York 

Elliott  Averett 

200 

244 

60 

JO 

Q 

o 

Chatham,  NJ 

Banking 

1-46 

Hospital  Corp  of  Am 

Jack  C  Massey 

244 

244 

73 

y 

Z 

Sandersville,  Ga 

Founder 

1-47 

Seaboard  Coast  Line 

Prime  Osborn  III 

243 

243 

62 

9  1 

1 

Greensboro  Ala 

Legal 

148 

Southwestern  Life 

William  H  Seay 

229 

242 

58 

Q 

y 

Q 

y 

Dallas,  Tex 

Finance 

W9 

Equimark 

Marion  A  Cancel  Mere 

177 

242 

67 

A  O 

ZO 

Pittsburgh,  Pa 

Finance 

150 

Union  Bancorp 

Harry  J  Volk 

242 

242 

72 

21 

21 

Trenton,  NJ 

Administration 

151 

ASARCO 

Charles  F  Barber 

241 

241 

61 

22 

7 

Chicago,  III 

Legal 

452 

Continental  Corp 

John  B  Ricker  Jr 

201 

241 

60 

39 

2 

Augusta,  Ga 

Insurance 

453 

Sperry  &  Hutchinson 

William  S  Beinecke 

234 

240 

63 

26 

16 

New  York,  NY 

Legal 

454 

Commonwealth  Edison 

Thomas  G  Ayers 

239 

240 

63 

40 

5 

Detroit^  Mich 

Administration 

455 

Industrial  National 

John  J  Cummings  Jr 

202 

240 

54 

31 

6 

Providence,  Rl 

Finance 

456 

Oklahoma  Natural  Gas 

Charles  C  Ingram 

117 

239 

61 

37 

12 

Henryetta,  Okla 

Technical 

157 

Colonial  Stores 

Ernest  F  Boyce 

235 

235 

61 

14 

11 

Somerville,  Mass 

Administration 

157 

Trans  World  Airlines 

L  Edwin  Smart 

185 

235 

54 

11 

1 

Columbus,  Ohio 

Legal 

159 

Supermarkets  General 

24  Milton  Perlmutter 

196 

235 

50 

21 

14 

Newark,  NJ 

Founder 

160 

U  S  Fidelity  &  Gty 

Williford  Gragg 

232 

232 

63 

40 

5 

Memphis,  Tenn 

Insurance 

161 

Am  Natural  Resources 

Arthur  R  Seder  Jr 

221 

231 

58 

17 

1 

Oak  Park,  III 

Legal 

Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  26  Succeeded  by  Gilbert  W.  Humphrey,  1/1/78. 

Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  27  Succeeded  by  John  D.  Selby,  4/1 1/78. 

t  Excludes  amount  contingently  payable  in  later  years  in  accordance  with  "  Deceased;  succeeded  by  Louis  Lowenstein,  3/29/78. 

>ng-term  incentive  program.  *  Salary  annualized. 
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Who  Gets  The  Most  Pay 


Compensation 


Jo  la  I  J  0» 

Total 

Years  Served 

Bonus" 

Remuneration  - 

With 

As 

R  l  1  C | nacc 
DUSMrc  is 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

462 

Raymond  F  O'Brien 

178 

231 

55 

20 

1 

Atchison  Kan 

Pinanpp 

1  1 1  KJI  >\AZ 

463 

GAF 

Jesse  Werner 

231 

231 

61 

39 

16 

New  York,  NY 

Tpfhniral 

1         1  1 1  1  \\*Q  1 

464 

Hercules 

Alexander  F  Giacco 

226 

231 

58 

36 

1 

Italy 

Technical 

John  J  MacWilliams 

226 

231 

49 

9 

8 

svrarn^P  NY 

Adm  in  i  ^tr  at  ir»n 

466 

General  Public  Utils 

William  G  Kuhns 

229 

230 

56 

22 

11 

Milwaukee,  Wise 

Finance 

467 

Jack  K  Horton 

222 

230 

61 

19 

13 

Stantnn  Nph 

-  - 1  -•  i 

468 

Continental  Tel 

Charles  Wohlstetter 

229 

230 

68 

17 

6 

New  York,  NY 

Finance 

469 

Giant  Food 

Israel  Cohen 

225 

230 

66 

42 

1 

Israel 

Founder 

470 

Pacific  Lighting 

Paul  A  Miller 

229 

229 

53 

29 

9 

San  Francisco,  Cal 

Finance 

471 

American  Elec  Power 

Willis  S  White  Jr 

210 

229 

51 

29 

2 

Portsmouth,  Va 

Technical 

472 

Grumman 

John  C  Sierwirth 

186 

229 

54 

5 

3 

Lawrencs  NY 

Finance 

473 

R  trharri  vn-Mprrp  1 1 

lilvl  KII  U9V1 1    ITlvl  1  CI  1 

John  S  Scott 

J  VI  III   w               I  L 

219 

229 

51 

27 

2 

Wpct  Oranpp  N  1 

Market  i  ng 

474 

Southern  Company 

Alvin  W  Vogtle  Jr 

225 

228 

59 

36 

7 

Birmingham,  Ala 

1  ppal 

475 

Del  Monte 

Richard  G  Landis 

221 

228 

58 

35 

1 

Davenport,  Okla 

Production 

476 

Utd  Energy  Resources 

J  Hugh  Roff  Jr 

212 

225 

46 

4 

4 

Wewoka,  Okla 

Legal 

477 

White  Motor 

Semon  E  Knudsen 

225 

225 

65 

7 

7 

Buffalo,  NY 

Administration 

477 

Interco 

William  L  Edwards  Jr 

WW  III  IO 1 1 1  I—  LUnOIUl  J 1 

225 

225 

59 

8 

1 

Pirtsburph  Pa 

Finance 

479 

^rott  Panpr 

£*harlp^  n  DirlrPv  Ir 

^■1  lal  ICi  I*/  L^IU^CJf  Jl 

224 

224 

60 

31 

6 

Npw  Ynrk  NY 

lit"     l  \fl  T\  ,  III 

OriPrstinnQ 

v|JCia l >\J>  1 3 

480 

Nairn  r'hpniiral 

lialtU  \*l  ICI 1  HUH 

Rnhprt  T  Powprs 

207 

224tt 

57 

32 

6 

Rrnnklinp  Pa 
u  i  mm  1 1 1  tCt  i  o 

Sales 

481 

Esmark 

Donald  P  Kelly 

224 

224 

56 

24 

1 

Chicago,  III 

Finance 

482 

Uniroyal 

David  Bpretta 

218 

224 

49 

25 

3 

Cranston  Rl 

Technical 

483 

ARA  Services 

Wiliam  S  Fishman 

215 

223 

62 

38 

3 

Clinton,  Ind 

Founder 

484 

John  T  riafpr 

176 

223 

42 

1 

1 

Tpmnlp  Tpy 

Ran  U  i  no 
uai  mil  ie 

485 

Rmum  firm  in 

W  L  H?dlpv  Griffin 

223 

223 

59 

31 

9 

Frlwarrl^uillP   f  1 

t_vJ Tfai  UjV 1 1 1 C,  in 

Legal 

486 

Inhn  Fa7in 

Jul  II  1   1  Q£-I<J 

222 

222 

58 

13 

12 

CI 6 ve land  Ohio 

Rptai  linp 

i  \c  ia  ■  ■  i  ■  >g 

487 

Marriott 

J  Willard  Marriott  Jr 

206 

222 

46 

21 

5 

Washington.  DC 

Administration 

488 

Houston  Oil  &  Min 

Josenh  C  Walter  Jr 

JUJvp  1  1  W    t?  O  [  ICI  VI 

194 

222 

50 

13 

13 

Houston  Tex 

Technical 

489 

Transohio  Financial 

Warner  B  Bishop 

221 

221 

59 

15 

15 

Lakewood,  Ohio 

Ad  mini  strat  i  on 

490 

Ampriran  Financial 

Carl  H  Lindnpr 

Mil  1    11  LMIUflCI 

221 

221 

59 

24 

24 

riavtnn  Ohio 

Founder 

491 

Poon  PmHnrino 

William  C  Lipdtkp 

TT  ill  lain  w  LICUUVC 

200* 

221 

53 

8 

1 

Tul«a  Okla 

Prtvli  irtinn 

492 

Walt  Disney 

E  Cardon  Walker 

220 

220 

62 

40 

1 

Rexburg,  Ida 

Marketing 

493 

NLT 

Russell  L  Wagner 

216 

220 

61 

38 

1 

Marengo,  Iowa 

Insurance 

494 

UAL 

Edward  £  Carlvin 

220 

220 

66 

7 

7 

Tacoma  Wasn 

Administration 

495 

Hpr^hpv  Frwic 

■  ici  3 1  icy  r  3 

William  f  C  Dearden 

220 

220 

55 

20 

2 

Philadelphia,  Pa 

Administration 

496 

Franric  P  i  iiripr 

219 

219 

5C 

15 

3 

Marketing 

497 

AMP 

218 

218 

61 

31 

6 

Harlklp  Pa 

Prnrl  i  irtinn 

1  IvUU^UUM 

498 

Eastern  Air  Lines 

Frank  Borman 

216 

216 

50 

8 

2 

Gary,  Ind 

Technical 

499 

Interlake 

Reynold  C  MacDonald 

200 

215 

59 

11 

9 

Billings.  Mont 

Operations 

500 

First  Natl  Boston 

Richard  D  Hill 

202 

215 

58 

32 

6 

Salem,  Mass 

Banking 

501 

Seafirst 

William  M  Jenkins 

207 

214 

59 

32 

15 

Sultan.  Wash 

Banking 

502 

Emery  Air  Freight 

John  C  Emery  Jr 

195 

214 

53 

31 

2 

Madison,  Wise 

Marketing 

503 

Yellow  Freight  System 

George  E  Powell  Jr 

203 

214 

51 

26 

9 

Kansas  City,  Mo 

Administration 

504 

First  Penna  Corp 

John  R  Bunting 

200 

214 

52 

13 

9 

Philadelphia,  Pa 

Banking 

505 

Peoples  Gas 

Orval  C  Davis 

206 

212 

58 

31 

1 

Roseclare,  III 

Technical 

506 

Safeco 

Gordon  H  Sweany 

194 

212 

65 

43 

8 

Curtis,  Wash 

Legal 

507 

A  0  Smith 

Lloyd  B  Smith 

206 

211 

57 

36 

11 

Milwaukee,  Wise 

Administration 

508 

Stop  &  Shop 

Sidney  R  Rabb 

208 

211 

77 

60 

48 

Boston,  Mass 

Administration 

509 

Perkin-Elmer 

Robert  H  Sorensen 

153 

210 

57 

18 

1 

Racine.  Wise 

Technical 

f  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  *  Salary  annualized. 

I  Salary,  bonus,  director's  fees  and  deferred  compensation:  excludes  stock  options. 
-~  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 
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Reevaluating  your  safety  engineering  programs? 

Call  inyour  James 
Account  Executive... 


He'll  put  James' 
technical  services 

specialists 
to  work  for  you. 


reducing  James"Service-in-Depth"  concept 
i  international  corps  of  experts  available  to 
isign,  evaluate  and  implement  modern  safety 
gineering  programs  —  whatever  they  are. 
lerever  they  are.  These  James  specialists 
II  help  you  control  loss  to  property  and 
mings  and,  most  importantly  help  prevent 
iman  injury. 

mailable  throughout  the  country— through  your 
mes  Account  Executive. 

hen  you  contact  James,  an  Account  Executive 
perienced  in  your  industry  is  assigned  to  your 
impany  on  a  permanent  basis.  He  becomes 
Droughly  familiar  with  your  corporate 
'ucture,  your  operations,  your  unique  risk 
anagement  requirements. 
Depending  on  your  needs,  technical  services 
presentatives  make  inspections  for  the  purpose 
preventing  losses  and  producing  minimum 
surance  rates.  Loss-control  systems  are  tested 
id  hazards  carefully  checked.  Written  reports 
infirm  important  findings  to  you. 
mes  Service-in-Depth  —the  answer  to  all 
tur  safety  engineering  needs. 
;imes  has  technical  service  capability  in  OSHA 
gulations,  nuclear  energy,  products  liability,  auto 
obile  and  truck  fleet  safety  and  more.  All  are 
ailable  either  as  part  of  James'  insurance 
okerage  service,  or  on  a  fee  basis  as  an  adjunct 
brokerage  functions.  They  are  also  available  as 
i  independent  service  for  which  a  fee  is  charged. 
For  further  information  on  this  aspect  of  James'  "Service-in-Depth! 
intact  your  nearest  James  office  or  write  Reynolds  Blossom, 
ummunications  Department,  Fred.  S.  James  &  Co.,  Inc., 
SO  West  Monroe  Street,  Chicago,  Illinois  60606. 


FRED.  S.  JAMES  &  CO.,  INC. 
Insurance  Brokers  Since  1858 

Insurance  and  Risk  Management  Services 
Through  More  Than  100  Offices  Around  The  World 


Who  Gets  The  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonus* 

Remuneration" 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

510 

Marine  Vidiand  Banks 

toward  w  LHjtTy 

Of\Q 

_  .  t 

209 

52 

J 

Utica,  NY 

Banking 

C  1  1 

511 

Gardner-Denver 

Lynn  L  Leigh 

ohq 

£Us 

5^ 

I  L 

E 

D 

Burley,  Ida 

Marketing 

512 

Jack  tckerd 

Stewart  Turley 

om 

zUo 

4J 

1  1 

O 

Mt  Sterling,  Ky 

Administration 

E  1  7 

513 

rame  weDoer 

James  W  Davant 

ort7 
£(J/ 

bU 

32 

14 

MCLomD.  ViSS 

Sales 

514 

Detroit  Edison 

William  G  Meese 

180 

207 

61 

36 

6 

Rugby.  ND 

Technical 

515 

Amerada  Hess 

Leon  Hess 

on.7 

DA 

D 

ASDury  rark,  NJ 

Founder 

51b 

MblC  Investment 

Max  n  Karl 

CO 

bo 

0 1 

Milwaukee,  Wise 

Founder 

51  / 

Economics  Laboratory 

Lowarrj  □  USDom 

one 

/  1 

c 
D 

Minneapolis,  Minn 

Sales 

018 

Free  port  Minerals 

raui  rt  Douglas 

.  "  1 

Dl 

25 

2 

Springfield,  Mass 

Marketing 

519 

American  Stores 

William  R  Deeley 

202 

206 

55 

21 

1 

Mt  Vernon,  Ohio 

Administration 

con 

American  Intl  Group 

Maurice  R  Greenberg 

~  -  - 

duo 

one 
299 

DO 

1  / 

1U 

New  York,  NY 

Insurance 

0c.  i 

oi  western  r inane tai 

Stuart  Davis 

on/i 

one 

CO 

O.Q 
Oi7 

io 

Santa  Monica,  Ca1 

Finance 

COO 

Centra  n  Corp 

jonn  a  oeioacn 

"  i  - 

.  r*  - 

T/V4 

OU 

7 

tiiwooc  utty,  ra 

Finance 

COQ 

D^l  0 

Tresi  r^iru-r^ppereii 

Joseph  L  Lamer  Jr 

ono. 

ono 

20 

2 

Lanert.  Aid 

Operations 

524 

Walter  E  Heller  Intl 

Franklin  A  Cole 

203 

203 

51 

15 

7 

Park  Falls,  Wise 

Legal 

^0^ 

Harsco 

jeiirey  j  Durrjge 

ono. 

ono. 

cc 
DD 

i 

England 

Finance 

C\0C 
D<lO 

First  Un  ion  Bancorp 

™  to  win  o  Jones 

ono 

CO 

0.0 

o 

St  Louis,  Mo 

Finance 

C07 

=27 

Dancunio  Lorp 

nooen  (j  oievens 

on  i 

oni 
All 

AO 

o 
c 

o 
£ 

Marion,  hi 

Banking 

5^:8 

w  w  uramger 

David  w  urainger 

1  "7  0 

on  i 

cn 
DO 

27 

4 

LJiicago,  in 

Administration 

529 

Michigan  National 

Stanford  C  Stoddard 

185 

200 

47 

24 

6 

Salt  Lake  City,  Utah 

Finance 

DOU 

Republic  of  Texas 

James  D  Berry 

1  77 
1// 

7rw^ 

SO 

27 

oapuipa.  uk  a 

Banking 

DO  1 

Auto  Data  Processing 

Frank  R  Lautenberg 

54 

c3 

o 
c 

raierson,  pij 

Marketing 

DO  I 

Genuine  Parts 

wiiton  u  Looney 

7rv"i 
.i . . 

7/Vi 

sy 

"5Q 

1  A 
IO 

vanna,  ua 

Operations 

C^  "3 

D00 

Knigm-Kiooer  News 

t  |.,.L    U   I**  U  -»  _       _  _  j, 

Alvan  M  Chapman  Jr 

iyy 

15fS> 

5/ 

La 

o 

C 

Columbus.  Ga 

Administration 

D04 

Kemper  Corp 

James  S  Kemper  Jr 

1// 

T  Q7 
19/ 

CA 

17 

8 

unicago,  in 

Legal 

535 

Equitable  of  Iowa 

Kenneth  R  Austin 

139 

196 

58 

■an 
OU 

8 

Keosauqua.  Iowa 

Administration 

5.3b 

Northwest  Bancorp 

Richard  H  Vaughan 

195 

50 

1 

Minneapolis,  Minn 

Banning 

C77 
53/ 

Vomado 

Frederick  Zissu 

■  ~  - 

.  -3Z 

1  DC 

195 

CA 

D4 

A  1 

1  A 
14 

New  York,  ny 

DO/ 

Turner  Construction 

waiter  o  ohaw 

133 

K7 

5/ 

OD 

1 
1 

new  Yorx,  ny 

Operations 

rraiODaum 

Ira  waioDaum 

194 

194 

A  Q 

4y 

01 

70 

DrooKfyn,  NT 

Saies 

540 

Willamette  Inds 

Gene  D  Knudson 

188 

194 

61 

28 

Washtucna,  Wasn 

Production 

541 

Virginia  Natl  Bshs 

W  Wright  Harrison 

184 

194 

62 

JO 

Q 

8 

Kingston,  NY 

Banking 

542 

Adolph  Coors 

William  K  Coors 

193 

193 

61 

753 

JO 

1  7 
1  / 

Goiaen.  Colo 

Technical 

540 

Pacific  Gas  &  Elec 

John  F  Bonner 

1  Q7 

18/ 

19J 

b4 

4U 

1 
1 

Missoula,  Mont 

Technical 

Mrrs  National  Corp 

Dean  E  Richardson 

193 

193 

50 

^4 

5 

II,,,  O ^ ^.  U     k  A ,  —  L, 

West  brancn.  Mien 

Banking 

545 

FtdeJity  Union  Bncp 

C  Malcolm  Davis 

185 

193 

59 

8 

Roslyn,  NY 

Banking 

546 

Central  Bancs  hares 

Harry  6  Brock  Jr 

183 

193 

52 

7 

7 

Fort  Payne,  Ala 

Founder 

547 

Fidelity  Financial 

Adolph  C  Meyer  Jr 

148 

191 

53 

15 

9 

Oakland,  Cal 

Sales 

548 

Murphy  Oil 

Charles  H  Murphy  Jr 

162 

191 

58 

27 

27 

El  Dorado,  Ark 

Founder 

549 

Central  Soya 

Joseph  F  Jones 

191 

191 

63 

18 

2 

De  Soto,  Mo 

Production 

550 

American  Petrofina 

Richard  1  Galland 

179 

191 

61 

:: 

9 

Denver,  Colo 

Legal 

551 

Leaseway  Transportn 

*  Hugh  O'Neill 

190 

190 

55 

32 

3 

Cleveland,  Ohio 

Operations 

552 

Akzona 

Claude  S  Ramsey 

190 

190M 

53 

27 

11 

Asheville,  NC 

Administration 

552 

Union  Electric 

Charles  J  Dougherty 

190 

190 

59 

36 

10 

Clayton.  Mo 

Legal 

554 

Intel 

Gordon  E  Moore 

190 

190 

49 

9 

3 

San  Francisco.  Cal 

Founder 

555 

Central  Tel  &  Utirs 

Robert  P  Reuss 

184 

190 

60 

5 

5 

Aurora,  III 

Operations 

556 

Diamond  Intl 

William  J  KcS'O 

183 

190 

48 

23 

1 

Mt  Carmel,  Pa 

Sales 

557 

Clark  Oil  &  Refining 

Owen  L  Hill 

152 

188 

60 

18 

3 

Enid.  Okla 

Finance 

"  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  compan/  stock.  a  Succeeded  by  Fred  T.  Lanners.  Jr.,  4/178. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation:  excludes  stock  options.  x  Succeeded  by  Clarence  C.  Barksdaie.  1  1  78. 

Excludes  amount  contingently  payable  in  later  years  in  accordance  with  21  Succeeded  by  Robert  A-  Burgm.  1  11  78 
long-term  incentive  program. 
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II 


NEW  ISSUE 


This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


May  3,  1978 


2,200,000  Units 

First  Pennsylvania  Corporation 

2,200,000  Shares  of  Common  Stock 

($1  Par  Value) 

with 

Warrants  to  Purchase  2,200,000  Shares  of  Common  Stock 

Offered  in  Units,  each  consisting  of  one  share  of  Common  Stock,  $1  par  value,  and  one  Warrant  to  purchase  one  share  of  Common  Stock. 
The  Warrants  are  for  a  5  year  term,  subject  to  extension  at  the  option  of  the  Corporation,  for  an  additional  period  of  up  to  5  years. 


Price  $16.50  per  Unit 


Copies  oj  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  oj  the  underwriters,  includ- 
ing the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 


Kidder,  Peabody  &  Co. 

Incorporated 

Morgan  Stanley  &  Co.        The  First  Boston  Corporation        Bache  Halsey  Stuart  Shields       Blyth  Eastman  Dillon  &  Co. 

Incorporated  Incorporated  Incorporated 


Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  Lambert  Goldman,  Sachs  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Incorporated 

Keefe,  Bruyette  &  Woods,  Inc.     Lazard  Freres  &  Co.      Lehman  Brothers  Kuhn  Loeb      Loeb  Rhoades,  Hornblower  &  Co. 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group  Paine,  Webber,  Jackson  &  Curtis 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated  Incorporated 

M.  A.  Schapiro  &  Co.,  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker 

Incorporated  Incorporated 

Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc.  Shearson  Hayden  Stone  Inc. 

Alex.  Brown  &  Sons        L. F.  Rothschild,  Unterberg,  Towbin         Thomson  McKinnon  Securities  Inc.        Weeden  &  Co. 

Incorporated 

ABD  Securities  Corporation  Advest,  Inc.  American  Securities  Corporation  Atlantic  Capital 

Corporation 

Basle  Securities  Corporation  A.  G.  Edwards  &  Sons,  Inc.  EuroPartners  Securities  Corporation 


Robert  Fleming  Janney  Montgomery  Scott  Inc.  Kleinwort,  Benson 

Incorporated  Incorporated 

Moseley,  Hallgarten  &  Estabrook  Inc.  New  Court  Securities  Corporation  Nomura  Securities  International,  Inc. 

SoGen-Swiss  International  Corporation                Tucker,  Anthony  &  R.  L.  Day,  Inc.  Wood  Gundy  Incorporated 


Who  Gets  The  Most  Pay 


Compensation 


odidr y  oi 

Total 

Years  Served 

Bonus T 

Remuneration? 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($0D0) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

ceo 
OOO 

Mercantile  Texas 

r.dnn  M  RicK/in 
VJCIIC  n  DlblKJU 

IOO 

AR 

3 

3 

rofcsi,  iVii bo 

Banking 

ceo 

ooy 

Jefferson- ri  lot 

vv  rtoger  ooies 

1  P7 

1  ft7 
10/ 

fs7 

31 

10 

wniievHie,  rvu 

Investment 

CCA 

OOU 

ron  nowaru  roper 

Paul  1  <v-hiprl 

170 

IRA 

IOO 

HO 

14 

3 

M  a  a  nah    \A/ 1  c  y 

iicciidn,  vvibA. 

Legai 

oo  l 

eastern  uas  &  ruei 

William  1  Pntwn 

rriiuam  j  rruyn 

IOO 

DO 

26 

1 

Boston,  Mass 

Finance 

562 

Wheeling-Pitts  Steel 

Dennis  J  Carney 

177 

185 

57 

4 

1 

Charleroi,  Pa 

Operations 

Ooo 

Dillon  Companies 

Pav  C  HiMnn  Ir 

nay  c.  union,  jr 

1  7/1 

1  ft<\ 
IOO 

£>A 
0*f 

31 

15 

Hutchinson,  Kan 

Administration 

5£A 

1/allAw  Natl  RrV  Ari* 

vaney  naxi  dk  mnz 

VjllUcil  r  DldUlcy 

1  77 

lOH 

57 

0/ 

40 

2 

Mid  III  I,  Wit 

Administration 

DDD 

UammArmill  Dinar 

noiniwr mill  rdper 

Miucn  r  l/u vol 

1  7Q 

57 

0/ 

17 

7 

LJ  /~\  1  v/A  Lr  ^  lUlacc 
nUiyUKc,  lYldbo 

lUI  3rl/atinn 

iviarKeiing 

jDD 

Paul  P»  M&aHnujc 

1  C 1 

1  o*t 

0 1 

11 

1 

Mir\fa7a    If  an 
iviuidZc,  r\dii 

l  c\.niiiudl 

567 

Central  &  South  West 

Silas  B  Phillips  Jr 

173 

183 

63 

38 

12 

Portland,  Ore 

Administration 

5£ft 

1  1  rt ittksi  Financial  f^al 

untied  rinanciai  L-di 

Anthony  M  Frank 

1  DO 

1  ft  ^ 

loo 

*rO 

5 

5 

Germany 

Finance 

00:7 

ndinici  DdMLor  p 

Cl  RnKart  Tr.iav  Ir 

\a  ncLMrf  i  i  ruei  jr 

1  ft? 
iOO 

1  ft? 
IOO 

5? 
oo 

4 

4 

Pcwi  Rani/    N  1 

Ad  mini  strat  ion 

57n 

0/  U 

Lincoln  Natl  Corp 

Ian  M  OnllanH 

ian  m  noiiano 

1  7ft 

I/O 

1  A? 
10  J 

AA 

21 

1 

C+  WaunA  InH 

ri  vvayne, ino 

Insurance 

571 
O/  1 

Pafifif*  1  nmKar 
rdCIIIv.  LUIMUcI 

PnKart  P  HnnuAr 

1  ft? 
10£ 

Oc. 

39 

2 

Frocnrt  Pal 
rrcbMU,  vx3 1 

oolcb 

572 

Mercantile  Bancorp 

Donald  E  Lasater 

172 

182 

52 

19 

7 

St  Louis,  Mo 

Legal 

573 

P Antral  Rarvnm 

Oliver  W  RirrUhAari 

UllTCi  VV  DliLrUhrdU 

153 

27 

5 

Rronklun  NY 

D I  UUMy  1 1 ,  ill 

ArH  m  i  n  i  c^rat  i  on 
r\UI  Mill  Ibl'dllUI  I 

ci74 

iVUf  llrcdM  UUMllcb 

1  Alan  F  ^illin  Ir 

i_cidn  r  jiiiim  jr 

1  R1 

1  R1 

lO  1 

fin 

10 

8 

Tamria  Fla 

idiiipd,  rid 

Legal 

S7S 

Warric  Ranltrrvn 

fharlAC  M  Rlicc 

mi 

lol 

DO 

34 

1 

Fi/anctnn  II 
CVdllblUII,  III 

DanLi  na 
Da'  1 M 1  Ig 

^76 

I'liperidi  \*or  p  oi  mi ii 

M  1  Uickac 

1  R1 
lo  I 

1 R1 
lO  1 

0 1 

17 

5 

Phiraon  III 

r  irid(iv.c 

577 

Indust  Valley  Bank 

Richard  W  Havens 

178 

181 

57 

24 

24 

Philadelphia,  Pa 

Finance 

lOWd  DCCI  rTOCe»SOf5 

1  Fra/H  Uaialor 

j  rrea  naigier 

1  7R 
I/O 

DD 

16 

6 

Creston,  Iowa 

Founder 

579 

PuK  Qur  Flew-  £.  fiac 
ruu  on.  liq.  a  vms 

1  7ft 

I/O 

1  7Q 
1/3 

3? 

37 

2 

Arhncrtnn    M  1 
Mi  1 1 1  Ig IU!  1 ,  1 1 J 

To^  h  n  ir~a  1 

JOU 

Domh  or  Virginia 

Frederick  Deane  Jr 

1  70 
1  /u 

1  7A 
I/O 

jl 

24 

4 

Rnctnn     KA  act 

Ci  n  a  n/**i 

581 

Iac       h  1  ft 7  RrAwi  na 
Jt5  OClllllx  OTCWI'Ig 

rianioi  P  MrKAithan  Ir 

1  7fi 

1  /  D 

1  7fi 
I/O 

I 

1 

Ahhnttchi  iro  NP 
MULAJLLbUUFg,  IVU 

T  a/*  hni/,al 
1  W-MI  MUdl 

^R? 

TTaigrecn 

PharlAc  P  WaloToon  III 

unanes  ™  w a i green  in 

LOD 

1  7fi 
I/O 

25 

7 

Phiraon  III 

umcago,  111 

O  narali  r\n  c 

583 

Digital  Equipment 

Kenneth  H  Olsen 

176 

176 

52 

20 

20 

Bridgeport,  Conn 

Founder 

RR4 

Phi  la  CU**»i» 

rtODen  r  uiineson 

1  7A 
I/O 

ou 

38 

g 

PhilaHAlnh  :a  Pa 
r  IllldUCipilid,  id 

O  nnra  T  inn  c 
L/ptJf  dUUIIb 

RRR 

ucrVMLD  Mgnesearcn 

i  nomas  n  noDens  jr 

1  A7 
1*+/ 

1  7R 
I/O 

5? 
OO 

28 

16 

rkiKalh  111 
LtJrxdlU,  Ml 

lUI  a  rL  of  i  nft 

rvidrRcLing 

JOD 

Maytag 

Daniel  J  Krumm 

I/O 

1  7R 

I/O 

51 
0  1 

25 

4 

oioua  uny,  iuwd 

fVJI  a  f  Lot  i  nn 

p/iar  Kciing 

587 

0<JU II  FCdbt.  DdllrVIflg 

ndiry  n  Ddiscu 

1  7^ 

1/3 

I/O 

fi1 
o  1 

31 

12 

Plint  Mirh 
r it 1 1 1,  nn iu 1 1 

r  1 1  id  i  ice 

588 

Allied  Supermarkets 

Earl  W  Smith 

175 

175 

57 

2 

2 

Santa  Ana,  Cal 

Retailing 

588 

Arlen  Realty  &  Ovpt 

Arthur  G  Cohen 

175 

175 

48 

7 

7 

Brooklyn,  NY 

Founder 

588 

Drigga  qi  oiranon 

rrevjencK  r*  oiraxron  jr 

1  7R* 
I/O 

I/O 

4 

1 

nJtilu/ai  iWaa  \MtCf 
(VI IIWdUKCC,  » V  1  bC 

Finance 

riiidi  ii^c 

588 

1  7S 

I/O 

175 

I/O 

5Q 

17 

4 

Nachv/illA  Tenn 

Hdb'IVIIIC,  ICIIM 

Da iimi  i g 

Potomac  Elec  Power 

VV  Reid  Thompson 

1  7^1 
1  /*+ 

1  74 

5? 
OO 

7 

7 

uurndrn,  i iu 

Legal 

593 

Tnvae  lltili+tac 
ICAdb  UllMllcs 

T  1  nine  Aiictin  Ir 

luu 

1  7  A. 

1  /  H 

5Q 

25 

4 

TrAntAn  Tpnn 

1  1  CI  1 LU  1  a  ICIMI 

r  I  ^1JU  UV» IUJI 1 

594 

Liberty  Natl  Life 

Frank  P  Samford  Jr 

155 

174 

57 

30 

11 

Montgomery,  Ala 

Legal 

595 

Texas  American  Bshs 

Lewis  H  Bond 

171 

174 

56 

25 

13 

Ashport,  Tenn 

Banking 

596 

Tenn  Valley  Bancorp 

William  F  Earthman 

168 

173tt 

52 

24 

6 

Nashville,  Tenn 

Finance 

597 

Lykes 

Joseph  T  Lykes  Jr 

173 

173 

59 

32 

9 

New  Rochelle,  NY 

Sales 

598 

Pioneer  Corp 

K  Bert  Watson 

129 

173 

52 

25 

4 

Ranger,  Tex 

Legal 

599 

Texas  Oil  &  Gas 

William  L  Hutchison 

172 

172 

45 

20 

2 

Dallas,  Tex 

Administration 

600 

Southland  Royalty 

Jon  Brumley 

154 

172 

39 

11 

4 

Pampa,  Tex 

Administration 

601 

Zayre 

»  Stanley  H  Feldberg 

172 

172 

53 

29 

22 

Cambridge,  Mass 

Sales 

602 

Cleveland  Elec  Ilium 

Karl  H  Rudolph 

172 

172 

64 

36 

11 

Cleveland,  Ohio 

Fi  nance 

603 

United  Va  Banks  ha  res 

Joseph  A  Jennings 

160 

172 

57 

40 

1 

Richmond,  Va 

Banking 

604 

Philadelphia  Natl 

G  Morris  Dona  nee  Jr 

157 

171 

55 

26 

9 

Philadelphia,  Pa 

Fi  nance 

605 

Middle  South  Utils 

Floyd  W  Lewis 

170 

170 

52 

28 

5 

Lincoln  County,  Miss 

Legal 

*  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  a  Succeeded  by  James  L.  Everett,  4/5/78. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  33  Succeeded  by  Maurice  Segall,  2/27/78. 
" "  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
long-term  incentive  program. 
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""How  do  you  get  to  be  Cellarmaster 
at  Windows  on  the  World  at  25? 

Well,  you  start  by  not  knowing  how 
to  pronounce'Nuit  St.  Georges.1 


in 


"Age  18.  There  I  am,  a  college  student 
i  upstate  New  York,  long  hair,  beads,  the 
/hole  Woodstock  scene,  majoring  in  ele- 
mentary education,  waiting  on  tables  at  a 
)cal  restaurant.  One  day  the  bartender 
oesn't  show  up.  I  know  how  to  make  a 
iingapore  sling,  so  now  I'm  tending  bar. 
t's  a  start. 

"Age  19.  A  significant 
hing  happens.  The  restau- 
ant  gets  a  four- star  re- 
iew  from  The  New  York 
Hmes.  Serious  eaters  from 
Jew  York  City  are  flock- 
lg  to  the  place.  They 
/ant  wine.  I  say  to  the 
wner,  'We  have  to  do 
omething  about  wine.' 
le  says,  'You're  the  bar- 
ender— do  it.' 

"Out  of  necessity,  my 
hilosophy  of  life  is  forged: 
f  you  want  to  learn  some- 
hing,  go  do  it.  Every  Mon- 
ay  morning  I  hitchhike  to 
Jew  York  to  take  a  course 
i  wine.  My  pronunciation 
5  getting  better. 

"Age  20.  I  want  to  go  to 
he  vineyards  of  California  to  taste  at  the 
ource.  I  can't. You  have  to  be  21  to  drink 
i  California. 

"Age  21.  California  vintners  welcome 
he  boy  winetaster— with  raised  eyebrows. 

"Age  22.  I  plant  my  own  grapes.  I  like 
etting  into  the  dirt  of  a  subject,  any  sub- 
2ct.  The  same  year,  I  build  a  house,  from 
he  ground  up. 

"Age  23.  Europe.  France,  Italy,  Ger- 
many, Switzerland,  Spain.  Six  months  on 


I've  always  been  against 
working  a  9  to  5  job.  So  I  work 
from  12  to  12." 


—Kevin  Zraly 

$600.  I  arrive  at  a  youth  hostel  in  jeans 
with  a  knapsack  on  my  back.  Thirty  min- 
utes later,  in  a  suit,  I'm  picked  up  by  limou- 
sine and  taken  to  dinner  and  a  tasting  at  an 
elegant  chateau.  It  happens  like  that  all 
over  Europe.  I'm  learning  wine. 

"Age  24.  I'm  learning  about  myself, 

too.  I'm  looking  at  life  dif- 
ferently when  I  get  back 
from  Europe.  I'm  in  New 
York,  selling  to  restau- 
rants. I  call  on  the  people 
at  Windows  on  the  World. 
They  like  the  fact  that  I 
know  what  I'm  talking 
about.  I  get  their  business. 
I  get  offered  a  job. 

"Age  25.  May  27, 1976. 
Windows  on  the  World 
opens  to  the  world.  I'm 
Cellarmaster  of  the  restau- 
rant that  serves  more  dif- 
ferent kinds  of  wine  and 
spirits  than  any  other  res- 
taurant in  the  world. 

"Life's  exciting  for  me." 
For  us,  too,  Kevin 
Zraly.  It's  exciting  having 
you  as  a  PLAYBOY  reader. 
You  and  the  14  million  other  men  who  read 
our  magazine  every  month.  We  think 
you're  an  alive,  interesting,  aware  group  of 
young  men.  And  you  comprise  the  best 
group  of  prospects  for  products  and  serv- 
ices American  business  has  been  blessed 
with  since  the  post-World  War  II  boom. 

And  American  business  can  reach 
many  more  of  you  for  their  advertising 
dollar  in  PLAYBOY  than  in  any  other  men's 
magazine,  newsweekly  or  sportsweekly. 


The  Playboy  reader.  His  lust  is  for  life. 

Source:  TGI,  Spring  1978.  PLAYBOY  is  a  mark  of  Playboy.  Reg.  U.S.  Pat.  Off.  ©  1978.  Playboy. 


Who  Gets  The  Most  Pay 


Compensation 

Salary  &         Total  Yean  Served 

Bonus*     Remuneration  J  With        As  Business 

Rank                     Company                  Chief  Executive        ($000)         ($000)  Age    Company    Chief              Place  of  Birth  Background 


606  Citizens  4  Southern  34  Richard  L  Kattel  170  170  41  19  6  Brooklyn,  NY  Banking 

607  United  Merch  &  Mfrs  Martin  J  Schwab  170  170  55  31  3  New  York.  NY  Finance 

608  Continental  Bank  Roy  T  Peraino  150  170  50  20  8  Philadelphia,  Pa  Finance 

609  First  Natl  Holding  Thomas  R  Williams  167  169  49  5  2  Atlanta,  Ga  Finance 

610  DETROITBANK  Corp  Rodkey  Craighead  169  169  61  32  1  Pittsburgh,  Pa  Banking 


611  Food  Fair  Jack  M  Friedland  169  169  53  31  7  Hamsburg,  Pa  Administration 

612  Donaldson.  Lufkin  Richard  H  Jenrette  167  168  49  18  4  Raleigh,  NC  Founder 

613  First  Commercial  Bnk  Victor  J  Riley  Jr  142  167  46  14  4  Buffalo,  NY  Finance 

614  Holiday  Inns  Ludwick  M  Ctymer  163  167  56  10  1  Greensboro.  NC  Investment 

615  First  United  Bancorp  Paul  W  Mason  159  166  57  16  8  Wichita.  Kan  Banking 


616  Whitney  Holding  Corp  Patrick  A  Delaney  165*  165  45  24  1  New  Orleans,  La  Banking 

616  Financial  Federation  Edward  L  Johnson  165  165  68  18  18  Chicago,  III  Finance 

618  National  Gypsum  Robert  E  Scrfres  165  165  60  36  1  Lafayette.  I nd  Operations 

619  Va  Electric  4  Power  ■  John  M  McGurn  160  165  64  43  11  El  Paso.  Tex  Technical 

620  No  Calif  Savings  Firmin  A  Gryp  164  164  50  26  8  Monterey.  Cal  Administration 


621  Carolina  Pwr  &  Lt  Shearon  Harris  159  164  60  20  9  Middleburg.  NC  Legal 

622  Arizona  Bank  ■  G  Clarke  Bean  163  163  60  25  8  Peoria,  III  Banking 

623  Lincoln  First  Banks  Alexander  D  Hargrave  153  163  58  15  4  Canandaigua.  NY  Legal 

624  Girard  William  B  Eagieson  Jr  150  162  52  26  3  Philadelphia.  Pa  Finance 

625  Natl  Starch  &  Chem  Cartyle  G  Caldwell  133  162  64  37  3  Little  Rock,  Ark  Technical 


626  Boatmen's  Bancshares  Donald  N  Brandin  162  162  56  22  5  New  York,  NY  Banking 

627  Barnett  Banks  Fla  GuyWBotts  161  161  63  14  14  Milton,  Fla  Legal 

628  First  Alabama  Bshs  Frank  A  Plummer  144  161  65  13  7  Richland,  NY  Finance 

629  United  Jersey  Banks  Edward  A  Jesser  Jr  161  161  61  18  15  New  York,  NY  Banking 

630  Wachovia  Corp  John  G  Medlin  Jr  150  161  44  18  1  Benson.  NC  Banking 


631  Ideal  Basic  Inds  John  A  Love  159  160  61  4  3  Gibson  City,  III  Legal 

632  Allegheny  Power  Charles  B  Finch  160  160  58  24  6  New  York,  NY  Legal 

633  American  Motors  Gerald  C.  Meyers  160  160  49  16  1  Buffalo,  NY  Technical 

634  Thrifty  Corp  Leonard  H  Straus  155  159  63  32  21  NA  Legal 

635  National  Tea  Valdyn  W  Schulz  158  158  48  4  2  Edgeley.  ND  Administration 


636  Huntington  Bshs  Arthur  D  Herrmann  156  158  51  27  2  Louisville,  Ky  Banking 

637  Duke  Power  Carl  Horn  Jr  150  156  56  24  7  Rutherfordton,  NC  Legal 

638  So  New  England  Tel  Alfred  W  Van  Sinderen  156  156  53  30  10  Brooklyn.  NY  Operations 

639  Gulf  States  Utils  17  Floyd  R  Smith  145  155  64  42  8  San  Francisco.  Cal  Administration 

640  Society  Corp  J  Maurice  Struchen  150  155  57  8  2  Cleveland,  Ohio  Banking 

641  First  Wisconsin  Corp  *  George  F  Kasten  154  154  66  43  9  Milwaukee,  Wise  Banking 


642  Niagara  Mohawk  Power  John  G  Haehl  Jr  149  153  55  16  5  Brooklyn,  NY  Finance 

643  Flagship  Banks  Philip  F  Searle  153  153  53  3  3  Geneva.  Ohio  Administration 

644  United  Bank  Corp  NY  Peter  D  Kieman  150  153  54  4  3  Albany,  NY  Insurance 

645  Ark  Louisiana  Gas  it  ES  Nelson/DW  Weir  150  152  37/64  14/42  5/5  Arkansas/Oklahoma  Sales/Admin 

646  First  Tennessee  Natl  Ronald  A  Terry  137  152  47  20  4  Memphis,  Tenn  Banking 

647  Tropicana  Products  Anthony  T  Rossi  151  151  77  29  29  Italy  Founder 


648  Boston  Edison           Thomas  J  Galligan  Jr          151  151          58        24                     Watertown.  Mass  Finance 

649  Equitable  Sav  &  Loan                  William  E  Love          111  151          52          8          4                Eugene.  Ore  Legal 

650  Capital  Holding  Corp               »  Robert  S  Yoder          144  151           50         16           2         Williamsburg,  Iowa  Insurance 

651  Public  Service  Colo                Robert  T  Person          150  151          63        41         19          Des  Moines,  Iowa  Sales 

652  Gibraltar  Financial                Herbert  J  Young          150  150          46        25          9           Los  Angeles.  Cal  Administration 

653  Homestake  Mining                 Paul  C  Henshaw          150  150          64         25           8                      Rye,  NY  Technical 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  M  Succeeded  by  Bennett  A.  Brown,  1 L78.                 MA  Not  available. 

:  Salary,  bonus,  director's  fees  and  deferred  compensation:  excludes  stock  options.  35  Succeeded  by  T.  Justin  Moore.  Jr..  1  1.78. 

*  Salary  annualized.  "  Succeeded  by  Don  B.  Tostenrud,  4 19'78. 

it  Office  held  jointly;  remuneration  shown  "  Succeeded  by  W.  Don  ham  Crawford.  3.  178. 

represents  amount  earned  by  each.  "  Succeeded  by  Hal  C.  Kuehl,  1/19/78. 

"  Succeeded  by  Thomas  C.  Simons,  16.78. 
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Who  Gets  The  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonust 

Remuneration! 

With 

As 

Business 

ank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

553 

First  Kentucky  Natl 

A  Stevens  Miles 

144 

150 

48 

24 

3 

Louisville,  Ky 

Banking 

355 

Commonwealth  Oil  Rfg 

Gary  W  Davis 

150 

150 

46 

1 

1 

lola,  Kan 

Legal 

355 

First  Charter  Finl 

S  Mark  Taper 

150 

150 

76 

Z6 

05 
di 

England 

Founder 

Idaho  rirst  Natl  dk 

Thomas  C  Frye 

150 

150 

58 

40 

8 

Ontario,  Ore 

Banking 

355 

Petrie  Stores 

Milton  J  Petrie 

150 

150 

75 

46 

46 

Salt  Lake  City,  Utah 

Founder 

555 

Weeaan  Holding 

w  John  P  Krause 

150 

150 

45 

7 

2 

St  Louis,  Mo 

Investment 

560 

Malone  &  Hyde 

Joseph  R  Hyde  III 

149 

149 

35 

12 

9 

Memphis,  Tenn 

Administration 

561 

First  Natl  Cine  Corp 

William  N  Liggett 

149 

149 

61 

29 

6 

Ripley,  Ohio 

Finance 

562 

Old  Kent  Financial 

Richard  M  Gillett 

145 

149 

54 

20 

14 

Grand  Rapids,  Mich 

Administration 

563 

Universal  Leaf 

Gordon  L  Crenshaw 

142 

149 

56 

31 

12 

Richmond,  Va 

Sales 

564 

Columbus  &  So  Ohio 

Robert  J  Grueser 

144 

148 

60 

i 

Pomeroy,  Ohio 

Operations 

)DO 

rirst  Natl  state  tscp 

Robert  R  Ferguson  Jr 

142 

148 

54 

CO 

c 
0 

Savannah,  Ga 

Finance 

:cc 
>DD 

Baltimore  Gas  &  Elec 

C  Edward  Utermohle  Jr 

147 

147 

63 

44 

o 
o 

Baltimore,  Md 

Technical 

>0/ 

Cull  li*. 

real  Natl  mortgage 

Oakley  Hunter 

141 

147 

61 

8 

8 

Los  Angeles,  Cal 

Legal 

568 

Gamble-Skogmo 

Wayne  E  Matschullat 

145 

146 

61 

6 

1 

Page,  Neb 

Retailing 

>69 

Southern  Bancorp  Ala 

Guy  H  Carrey  Jr 

133 

146 

52 

26 

5 

Verbena,  Ala 

Finance 

>70 

CBT  Corp 

Walter  J  Connolly  Jr 

135 

146 

49 

17 

1 

Boston,  Mass 

Finance 

>71 

Fin  Cp  Santa  Barbara 

David  L  Tilton 

145 

145 

51 

zo 

Santa  Barbara,  Cal 

Finance 

>72 

New  England  Electric 

Guy  W  Nichols 

145 

145 

52 

30 

6 

Colchester,  Vt 

Administration 

>73 

Bache  Group 

Harry  A  Jacobs  Jr 

145 

145 

56 

32 

1 

New  York,  NY 

Investment 

>74 

Fidelcor 

Samuel  H  Ballam  Jr 

136 

145 

59 

A  1 

41 

J 

Philadelphia,  Pa 

Finance 

>75 

Duquesne  Light 

John  M  Arthur 

145 

145 

55 

OQ 

oo 

y 

Pittsburgh,  Pa 

Operations 

576 

Union  Commerce  Corp 

Joseph  C  Coakley 

145 

145 

49 

y 

1 

Cleveland,  Ohio 

Legal 

>77 

Farmers  Group 

George  Maslach 

134 

145 

63 

A  A 

4U 

1 

Los  Angeles,  Cal 

Legal 

>78 

New  England  Merchnts 

Mark  C  Wheeler 

143 

145 

64 

25 

8 

Wakefield,  Mass 

Banking 

>79 

American  Security 

Carieton  M  Stewart 

136 

145 

57 

2 

2 

Chicago,  III 

BanKing 

on 
)OU 

Golden  West  Finl 

■  |  1  *    AM    &  11  

Herbert  M  Sandler 

144 

144 

46 

14 

1  A 

14 

New  York,  NY 

Founder 

)81 

Zale 

Donald  Zale 

135 

144 

44 

oo 

CO 

"7 

Wichita  Falls,  Tex 

Marketing 

>e^ 

Houston  Industries 

Don  D  Jordan 

134 

142 

46 

oo 

£.£. 

1 
1 

Corpus  Christi,  Tex 

Legal 

)Ho 

Provident  Life  &  Acc 

U  _  _  _ .  i-t  ■  |____,_l> 

Henry  C  Unruh 

142 

142tt 

64 

D 

West  Germany 

Insurance 

>84 

SEDCO 

William  P  Clements  Jr 

136 

142 

61 

'31 

31 

Dallas,  Tex 

Founder 

585 

No  States  Power 

Donald  W  McCarthy 

140 

142 

56 

29 

1 

Minneapolis,  Minn 

Operations 

>86 

Pioneer  Hi-Bred  Intl 

Dr  William  L  Brown 

142 

142 

64 

oo 
JO 

o 

e. 

Arbovale,  W  Va 

Technical 

)o/ 

United  Banks  or  Colo 

Neil  F  Roberts 

130 

141 

64 

40 

4 

Salem,  Ore 

Administration 

>88 

Wisconsin  Elec  Power 

Charles  S  McNeer 

140 

141 

52 

27 

2 

Gilbert,  W  Va 

Technical 

>89 

Natl  Central  Financl 

Wilson  D  McElhinny 

131 

140 

48 

14 

i 

Detroit,  Mich 

Banking 

>90 

Belco  Petroleum 

Arthur  B  Belfer 

140 

140 

70 

25 

25 

Poland 

Founder 

>91 

Amer  Fletcher 

Frank  E  McKinney  Jr 

140 

140 

39 

10 

4 

Indianapolis,  Ind 

Finance 

>91 

Marshall  &  llsley 

John  A  Puelicher 

140 

140 

57 

40 

20 

Milwaukee,  Wise 

Finance 

>91 

Riggs  Natl  Bank 

Vincent  C  Burke  Jr 

140 

140 

55 

23 

2 

Louisville,  Ky 

Banking 

>94 

Illinois  Power 

Wendell  J  Kelley 

140 

140 

52 

28 

11 

Champaign,  lil 

Technical 

595 

Fred  Meyer 

Oran  B  Robertson 

132 

139 

60 

32 

2 

Salem,  Ore 

Retailing 

596 

First  Natl  Stores 

41  Alan  L  Haberman 

138 

138 

48 

11 

5 

Worcester,  Mass 

Administration 

597 

First  Security 

George  S  Eccles 

137 

137 

78 

55 

32 

Baker,  Ore 

Founder 

598 

State  Street  Boston 

William  S  Edgerly 

135 

135 

51 

2 

2 

Lewiston,  Me 

Finance 

599 

First-Citizens  B  &  T 

Lewis  R  Holding 

135 

135 

51 

29 

22 

Smithfield,  NC 

Finance 

'00 

Overseas  Shipholding 

Morton  P  Hyman 

135 

135 

42 

8 

6 

New  York,  NY 

Legal 

'01 

First  Union  Corp 

C  Clifford  Cameron 

135 

135 

58 

14 

11 

Meridian,  Miss 

Finance 

Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  40  Succeeded  by  Donald  E.  Weeden,  1/3/78. 

Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  41  Resigned  1/19/78;  successor  not  yet  named, 
f  Excludes  amount  contingently  payable  in  later  years  in  accordance  with 
mg-term  incentive  program. 
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Who  Gets  The  Most  Pay 


Compensation 


Salary  & 

Total 

Years  Served 

Bonust 

Remuneration* 

With 

As 

Business 

Rank 

Company 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Place  of  Birth 

Background 

702 

Ohio  Casualty 

Howard  L  Sloneker  Jr 

128 

134 

59 

Sit* 

Hamilton,  Ohio 

Insurance 

703 

So  Carolina  t  &  G 

Arthur  M  Williams  Jr 

171 

IZl 

1J4 

bi 

7Q 

3d 

i  n 

unarieston, 

Legal 

704 

First  Natl  Bancorp 

Theodore  0  Brown 

127 

133 

56 

Q 

O 

1 

Denver,  Colo 

Banking 

705 

South  Carolina  Natl 

John  H  Lumpkin 

128 

133 

62 

13 

9 

Fairbanks,  Alas 

Finance 

706 

Hartford  Natl 

Robert  L  Newell 

131 

132 

55 

32 

2 

Hartford,  Conn 

Banking 

707 

Dayton  Power  &  Light 

*"  Robert  B  Killen 

130 

130 

64 

A  C 

4b 

/ 

Dayton,  Ohio 

Technical 

707 

Pacific  Pwr  &  Lt 

Don  C  Frisbee 

115 

130 

54 

Id 

San  Francisco,  Cal 

Finance 

709 

Old  Stone  Corp 

Theodore  W  Barnes 

125 

130 

47 

<iy 

O 

e 

Providence,  Rl 

Banking 

710 

Maryland  National 

Robert  D  H  Harvey 

129 

129 

57 

31 

14 

Baltimore,  Md 

Finance 

711 

Marine  Corp 

43  John  C  Geilfuss 

129 

129 

64 

30 

13 

Milwaukee,  Wise 

Banking 

712 

Alabama  Bancorp 

John  W  Woods 

119 

129 

46 

Q 

O 

0 

Evanston,  III 

Banking 

"7  1  Q 
/13 

Heritage  Bancorp 

William  H  Bell  Jr 

129 

129 

59 

nc 

/ 

Schenectady,  NY 

Banking 

714 

Midlantic  Banks 

Robert  Van  Buren 

125 

129 

53 

7 
1 

1 
1 

Plainfield,  NJ 

Banking 

/  10 

American  Natl  Finl 

Orson  C  Clay 

128 

128 

48 

8 

1 

□ountiTuI,  Utah 

Administration 

716 

Pa  Power  &  Light 

Jack  K  Busby 

127 

128 

60 

26 

14 

Chicago,  III 

Legal 

717 

First  Maryland  Bncp 

J  Owen  Cole 

128 

128 

48 

O  1 

A 

4 

Rutherfordton,  NC 

Administration 

718 

Nationwide  Corp 

^  III     •  £_g  

Dean  W  Jeffers 

127 

128 

61 

*3Q 
OO 

c 
O 

Y/oodsfield,  Ohio 

Marketing 

"7  1  O 

/  iy 

Borman's 

Paul  Borman 

120 

127 

45 

OQ 

do 

1  "3 

Detroit,  Mien 

Sales 

720 

Cincinnati  G  &  E 

William  H  Dickhoner 

125 

127 

56 

37 

2 

Cincinnati,  Ohio 

Technical 

721 

Motorola 

Robert  W  Galvin 

126 

127 

55 

33 

13 

Marshfield,  Wise 

Administration 

722 

First  Virginia  Bshs 

Ralph  A  Beeton 

127 

127 

50 

1  Q 

1 1 
1 1 

Alexandria,  Va 

Legal 

723 

Washington  Natl  Corp 

Stanley  P  Hutchison 

125 

126 

54 

OA 

ou 

o 

Joliet,  III 

Legal 

70/1 

Citizens  Fidelity 

J  David  Grissom 

120 

lib 

jy 

B 
0 

1 
1 

Portsmouth,  Ohio 

Legal 

/  Z.0 

Landmark  Banking  Fla 

Fred  R  Millsaps 

111 

126 

49 

Q 

7 

Blue  Ridge,  Ga 

Administration 

/lb 

Shawmut  Corp 

D  Thomas  Trigg 

125 

125 

62 

41 

5 

Eureka,  Kan 

Finance 

727 

Sysco 

John  F  Baugh 

125 

125 

62 

oo 

o 

O 

Waco,  Tex 

Founder 

728 

Ohio  Edison 

John  R  White 

124 

124 

61 

OK 
£.0 

o 

Akron,  Ohio 

Legal 

729 

Monumental  Corp 

Frank  Baker  Jr 

124 

124 

65 

i  n 
1U 

Baltimore,  Md 

Finance 

/  JU 

Broadview  Financial 

John  E  Rupert 

123 

123 

50 

OA 

o 

Lakewood,  Ohio 

Administration 

731 

First  &  Merchants 

C  Coleman  McGehee 

121 

123 

53 

OQ 

4 

Franklin,  Va 

Banking 

732 

Provident  Natl  Corp 

Roger  S  Hillas 

115 

123 

51 

27 

4 

Wyncote,  Pa 

Finance 

733 

Portland  Genl  Elec 

Frank  M  Warren 

121 

121 

62 

AC\ 
4U 

Portland,  Ore 

Technical 

77  A 

/34 

Hawaii  Bancorp 

Wilson  P  Cannon 

115 

121tt 

58 

3A 

1 
1 

Berkeley,  Cal 

Banking 

/OD 

Tampax 

Thomas  F  Casey 

120 

120 

70 

AO 

no 
£.£. 

Rye,  NY 

Finance 

736 

Crown  Cork  &  Seal 

John  F  Connelly 

120 

120 

73 

Zi 

0 1 

41 

Philadelphia,  Pa 

Sales 

737 

Arizona  Public  Serv 

Keith  L  Turley 

120 

120 

54 

<£b 

4 

Mesa,  Ariz 

Administration 

738 

Toledo  Edison 

John  P  Williamson 

115 

119 

56 

26 

5 

Cleveland,  Ohio 

Finance 

739 

Southwestern  Pub  Svc 

Roy  Tolk 

Ii5 

119 

62 

39 

6 

Gage,  Okla 

Technical 

740 

American  B  &  T  Pa 

44  Ben  T  Craig 

105 

117 

45 

5 

5 

Gastonia,  NC 

Finance 

741 

California  First  Bnk 

Masao  Tsuyama 

115 

117 

60 

6 

2 

China 

Banking 

742 

First  Empire  State 

Claude  F  Shuchter 

117 

117 

55 

19 

1 

Chicago,  III 

Banking 

743 

Hospital  Trust  Corp 

Henry  S  Woodbridge  Jr 

112 

117 

49 

22 

3 

Boston,  Mass 

Finance 

744 

Liberty  Natl  Corp 

John  W  McLean 

116 

116 

56 

10 

10 

Okmulgee,  Okla 

Finance 

745 

Equitable  Bancorp 

Owen  Daly  II 

111 

116 

53 

13 

3 

Denver,  Colo 

Finance 

746 

Scot  Lad  Foods 

Walter  R  Schaub 

115 

115 

67 

44 

17 

Chicago,  Ml 

Founder 

747 

United  Missouri  Bshs 

R  Crosby  Kemper 

107 

115 

51 

28 

8 

Kansas  City,  Mo 

Administration 

748 

Florida  Power 

Andrew  H  Hines  Jr 

109 

115 

55 

26 

5 

Lake  City,  Fla 

Technical 

749 

Long  Island  Lighting 

Charles  R  Pierce 

115 

115 

55 

28 

1 

Bar  Harbor,  Me 

Legal 

t  Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  42  Succeeded  by  Robert  E.  Frazer,  4/15/78. 

t  Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  43  Succeeded  by  George  R  Slater,  3/1/78. 

tt  Excludes  amount  contingently  payable  in  later  years  in  accordance  with  44  Succeeded  by  Samuel  A.  McCullough,  1/19/78. 
long-term  incentive  program. 
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Who  Gets  The  Most  Pay 


Compensation 

Salary  &         Total  Years  Served 

Bonust     Remuneration;  With        As  Business 

ank                    Company                 Chief  Executive       ($000)         ($000)  Age    Company    Chief             Place  of  Birth  Background 


49 

MBPXL 

David  J  La  Fleur 

75 

115 

46 

9 

6 

Jefferson,  SD 

Production 

51 

Banco  Popular  PR 

Rafael  Carrion  Jr 

110 

114 

63 

45 

21 

San  Juan,  PR 

Finance 

52 

Utah  Power  &  Light 

E  Allen  Hunter 

109 

114 

63 

40 

9 

Grantsville,  Utah 

Technical 

53 

Wilmington  Trust 

William  W  Geddes 

114 

114 

58 

36 

7 

Scarsdale,  NY 

Banking 

54 

Western  Financial 

Gary  H  Driggs 

112 

114 

43 

16 

2 

Phoenix,  Ariz 

Banking 

55 

Dominion  Bankshares 

Byron  A  Hicks 

104 

112 

61 

32 

1 

Moneta,  Va 

Banking 

56 

Central  III  Pub  Svc 

Kenneth  E  Bowen 

112 

112 

62 

37 

10 

Oskaloosa,  Iowa 

Operations 

57 

Third  National  Corp 

Charles  J  Kane 

103 

111 

58 

3 

2 

Louisville,  Ky 

Banking 

58 

Public  Service  Ind 

Hugh  A  Barker 

105 

110 

52 

19 

1 

Stillwater,  Minn 

Finance 

59 

Tecumseh  Products 

Kenneth  G  Herrick 

110 

110 

57 

37 

7 

Jackson,  Mich 

Production 

60 

Sun  Banks  of  Florida 

Richard  F  Livingston 

97 

110 

58 

37 

4 

Daytona  Beach,  Fla 

Banking 

61 

Wetterau 

Ted  C  Wetterau 

109 

109 

50 

26 

7 

St  Louis,  Mo 

Marketing 

62 

First  Amtenn  Corp 

Kenneth  L  Roberts 

108 

108 

45 

2 

1 

Dungannon,  Va 

Legal 

63 

Franklin  Life  Ins 

William  J  Alley 

108 

108 

48 

11 

2 

Vernon,  Tex 

Insurance 

64 

Merchants  National 

Otto  N  Frenzel  III 

107 

107 

47 

21 

5 

Indianapolis,  Ind 

Finance 

65 

Commerce  Bancshares 

James  M  Kemper  Jr 

100 

106 

56 

31 

11 

Kansas  City,  Mo 

Banking 

66 

Deposit  Guaranty 

J  Herman  Hines 

91 

106 

63 

41 

3 

Jackson,  Miss 

Finance 

67 

New  Jersey  National 

John  H  Walther 

99 

105 

42 

15 

2 

Hartford,  Conn 

Finance 

68 

Wal-Mart  Stores 

Sam  M  Walton 

100 

105 

60 

33 

1 

Kingfisher,  Okla 

Founder 

69 

Delmarva  Power  &  Lt 

Robert  D  Weimer 

102 

104 

56 

30 

4 

Pemberville,  Ohio 

Administration 

7fi 

NT  oldie  tiiec  &  udS 

Charles  F  Kennedy 

DO 

A 
*f 

1 
1 

rimira  MY 

cimira,  in  t 

Technical 

71 

BayBanks 

William  M  Crozier  Jr 

96 

102 

45 

14 

3 

New  York,  NY 

Banking 

72 

Trust  Co  of  Georgia 

Robert  Strickland 

98 

102 

50 

29 

1 

Atlanta,  Ga 

Banking 

73 

Tucson  Gas  &  Electric 

Theodore  M  Welp 

93 

102 

43 

4 

1 

San  Francisco,  Cal 

Finance 

74 

Cullen/Frost  Bankers 

Thomas  C  Frost  Jr 

97 

101 

50 

28 

7 

San  Antonio,  Tex 

Banking 

/o 

San  Diego  Gas  &  Elec 

roDert  t  Morns 

yo 

i  nn 

DO 

1  o 

o 

Parsons,  Kan 

• 

Marketing 

/O 

No  Indiana  Pub  Svc 

Edmund  A  Schroer 

1  nn* 
1UU 

DU 

1 
1 

1 
1 

Hammond,  Ind 

Legal 

76 

Indiana  National 

Thomas  W  Binford 

100 

100 

54 

2 

2 

Indianapolis,  Ind 

Administration 

78 

Florida  Natl  Banks 

John  H  Manry  Jr 

99 

99 

56 

38 

3 

Miami,  Fla 

Banking 

79 

Allied  Bancshares 

Gerald  H  Smith 

76 

97 

47 

19 

6 

Groveton,  Tex 

Banking 

on 
oU 

Atlantic  Bancorp 

Billy  j  waiKer 

ys 

QC 

y  o 

4/ 

OO. 

era 

o 

c. 

Baker  County,  Fla 

• 

Banking 

Deluxe  Check  Printers 

Eugene  R  Olson 

CO 

QQ 

oo 

1 

1 

bt  raui,  Minn 

Marketing 

qo 

rirst  Natl  Lnaner 

(jordon  t  wells 

QO 

y^ 

DU 

oc 

1 

Hamburg,  Iowa 

Banking 

oo 

inuianapuiis  r«L 

Zane  G  Todd 

yu 

y  o 

O 

Hanson,  Ky 

Operations 

84 

No  States  Bancorp 

Robert  D  Krestel 

92 

92 

52 

l 

l 

New  Castle,  Pa 

Finance 

85 

First  Texas  Finl 

Roger  J  Keane 

92 

92 

61 

23 

1 

Ithaca,  NY 

Banking 

86 

Republic  New  York 

Peter  White 

87 

87 

75 

12 

12 

New  York,  NY 

Finance 

87 

Oklahoma  Gas  &  Elec 

James  G  Harlow  Jr 

86 

86 

43 

17 

2 

Oklahoma  City,  Okla 

Finance 

88 

Data  General 

Edson  D  deCastro 

85 

85 

39 

10 

10 

Plainfield,  NJ 

Founder 

89 

Sumitomo  Bank  of  Cal 

Yoshio  Tada 

78 

78 

50 

27 

2 

Japan 

Banking 

90 

Peoples  Natl  Bank 

Joshua  Green  III 

74 

74 

41 

26 

1 

Seattle,  Wash 

Banking 

91 

Skaggs  Companies 

Lennie  S  Skaggs 

72 

72 

54 

33 

12 

Yakima,  Wash 

Retailing 

92 

First  Oklahoma  Bncp 

Charles  A  Vose 

66 

70 

77 

57 

19 

Clinton,  Iowa 

Finance 

93 

Financial  General 

J  William  Middendorf  II 

56** 

58** 

53 

1 

1 

Baltimore,  Md 

Finance 

94 

Penn  Central 

Archibald  D  Johnson 

17 

17 

79 

7 

7 

Mexico 

Finance 

95 

First  Florida  Banks 

Chester  H  Ferguson 

7tt 

m 

69 

6 

6 

Americus,  Ga 

Legal 

General  American  Oil 

Algur  H  Meadows 

NA 

NA 

79 

41 

41 

Vidalia,  Ga 

Founder 

Northwestern  Finl 

41  position  vacant 

Includes  bonuses  paid  in  cash  or  in  unrestricted  shares  of  company  stock.  *  Salary  annualized. 

Salary,  bonus,  director's  fees  and  deferred  compensation;  excludes  stock  options.  "  Amounts  received  since  joining  company  in  June,  1977. 

\  Less  than  $40,000;  exact  amount  not  available.  XX  Director's  fees  only;  excludes  fees  paid  to  law 

firm  of  which  Mr.  Ferguson  is  a  partner. 

•  Position  vacant  as  of  12/31/77;  filled  by  Ben  T.  Craig,  1/20/78. 
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Faces  Behind  The  Figures 


Grand  Slam 

He  was  featured  in  Forbes'  last  issue 
as  the  seventh  highest  paid  executive  at 
the  Dow  Chemical  Co.  and  one  of  a 
representative  group  of  Americans  earn- 
ing $100,000  or  more.  He  now  makes  the 
news  as  Dow's  new  president  and  chief 
executive  officer.  Venice,  Italy's  own 
Paul  F.  Oreffice,  .50,  becomes  the  sec- 
ond foreign-horn  Dow  man  in  a  row  to 
head  this  86.2-billion  (sales)  internation- 
al giant.  In  the  process  his  salary  rises 
from  8250,000  to  §325,000.  The  execu- 
tive he  replaced  as  president.  Zoltan 
Merszei,  55,  who  moves  up  to  board 
chairman,  was  born  in  Hungary. 

Merszei  replaced  C.  Benson  Branch, 
63.  Branch  has  evidently  had  enough  of 
the  plane-hopping  executive  life.  The 
way  Dow  puts  it,  he  is  stepping  into  a 
semiactive  role  as  honorary  chairman  of 
the  board. 

From  the  outside.  Oreffice  and  Mers- 
zei seem  somewhat  interchangeable. 
Both  men  are  multilingual,  both  like  a 
good  fight  and  both  stepped  onto  the 
magic  escalator  in  the  mid-Sixties,  as  the 
Midland,  Mich,  manufacturer  was  be- 
coming what  is  now  known  as  a 
"multinational. 

A  grand  master  bridge  player  and  a 
wizard  at  card  tricks,  Oreffice  once  ad- 
vised a  reporter,  "Beat  your  boss  at  any- 
thing you  can.  Does  his  appointment 
imply  any  significant  differences  be- 
tween his  style  and  Merszei  s?  "We're  all 
a  little  bit  different,"  says  Oreffice.  But 
both  men  are  highly  competitive  and 
Dow  can  use  all  the  spirit  they  can  offer: 


Dow,  a  onetime  premier  growth  com- 
pany, has  been  on  a  treadmill  for  the  past 
two  years,  and  1978  l<x>ks  like  it  may  be 
the  third.  Meanwhile,  Dow  stock  is 
down  from  57  to  the  mid-20s.  ■ 


Pecunia  Gratia 
Artis? 

Indicted  for  election  law  violations,  Oc- 
cidental Petroleum's  colorful,  freewheel- 
ing Chairman  Armand  Hammer  came  to 
court  in  1976  in  a  wheelchair.  But  when 
the  court  let  him  off  with  a  83,000  fine 
and  a  year's  probation.  Hammer  quickly 
regained  his  old  vigor  and  he  resumed 
his  globe-girdling  ways.  His  latest  inter- 
est: Mexican  art  and  Mexican  oil.  Now 
80,  Hammer  has  been  making  frequent 
trips  south  of  the  border,  where  he  has 
met  President  Lo'pez-Portillo  and  exhib- 
ited his  personal  art  collection.  Acting 
w  ith  the  kind  of  efficient  haste  that  he  is 
famous  for,  Hammer  arranged  to  borrow 
some  of  Mexico's  great  art  masterpieces 
which  he  unveiled  as  12,000  Years  of 
Mexican  Art  in  Washington  in  March  at  a 
big  bash  attended  by,  among  others. 
President  Carter's  son  Chip  and  Presi- 
dent Lo'pez-Portillo  s  sister. 

Meanwhile.  Hammer  has  been  talking 
enthusiastically  about  Mexico's  oil  po- 
tential— possibly  comparable  to  Saudi 
Arabia  s.  he  has  said. 

So  is  it  culture  or  commerce  that 
Hammer  is  after?  Armand  Hammers 
motives  are  never  simple.  In  his  way  of 
doing  things,  art  and  commerce  often  go 
hand  in  hand.  During  negotiations  with 


Sombrero  Trick?  Occidental's  Armand 
Hammer  is  promoting  Mexican  art.  Is  he 
promoting  a  Mexican  oil  deal  as  well? 


the  Soviet  Union  over  a  giant  fertilizer 
deal  in  1973.  he  arranged  a  tour  of  Soviet 
art  in  the  U.S.  The  proud  Mexicans,  of 
course,  never  would  permit  Americans 
to  develop  their  oil;  the  ousting  of  multi- 
national oil  companies  in  the  Thirties  is 
regarded  by  Mexican  nationalists  as  i\ 
culmination  of  their  revolution.  But, 
short  of  actually  running  oilfields,  there 
is  a  good  deal  Occidental  could  do  in 
Mexico:  sell  technological  expertise,  for 
example,  develop  joint  ventures  in 
chemicals  and  fertilizers  and.  possibly, 
help  market  Mexican  oil  in  the  U.S.  As 
an  "independent"  oil  company.  Oxy 
would  presumably  be  less  offensive  to 
Mexican  nationalists  than  any  of  oildom's 
Seven  Sisters.  And  its  experience  in  Lib- 
ya proves  that  it  knows  how  to  operate 
on  a  large  scale  successfully . 

All  Hammer  will  admit  is  that  he  has 
talked  with  the  Mexican  government 
about  expanding  a  small  Oxy  chemical 
subsidiary  in  Mexico.  Maybe  so.  Maybe 
Hammer  s  interest  in  Mexican  art  is 
quite  independent  of  his  interest  in  J 
Mexican  oil.  But  nobody  who  knows  the 
man  believes  that.  ■ 


Exxon's  Currency 
Translator 

For  a  max  trained  in  accounting.  Con- 
troller Ulyesse  (pronounced  You-liss)  J. 
LeGrange,  46.  of  Exxon  Corp.  has  led  a 
decidedly  hectic  business  life  in  recent 
years.  As  president  of  the  Exxon  Pipe- 
line Co.  until  last  June,  he  was  em- 
broiled in  all  the  turmoil  of  bringing  the 


Fine  Italian  Hand:  Paul  Oreffice  of  Dow  Chemical  is  a  master  of  card  tricks  and  of 
the  art  of  bridge.  He's  not  so  bad  at  corporate  politics  either. 
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Cannon  To  The  Left  Of  Us,  Cannon  To  The  Right  Of  Us:  CBS'  Daly  must  compete  with 
star  programmer  Fred  Silverman's  old  TV  programs  at  ABC  and  his  new  ones  at  NBC. 


Trans-Alaska  pipeline  into  being  at 
breakneck  speed.  Then,  after  he  was 
shifted  to  the  relatively  peaceful  control- 
ler function,  the  dollar  almost  immedi- 
ately began  to  weaken,  and  by  the  end  of 
last  year  LeGrange  had  to  report  $282 
million  in  foreign-exchange  translation 
losses.  For  the  first  quarter  of  1978,  he 
reported  an  additional  loss  of  $72  mil- 
lion. "But  the  dollar  has  gone  up  since 
then,  so  our  annual  loss  so  far  is  now  only 
$30  million,"  LeGrange  says. 

To  the  confusion  of  shareholders,  such 
losses  are  not  necessarily  bad  news,  for 
they  can  result  in  a  gain  in  the  operating 
earnings  column.  Exxon's  U.K.  subsid- 
iary, for  example,  pays  for  crude  oil  in 
dollars.  It  buys  these  dollars  with  British 
pounds.  When  the  dollar  falls  relative  to 
the  pound,  a  pound  buys  more  dollars, 
and  so  fewer  pounds  have  to  be  expend- 
ed to  pay  for  crude  oil.  Since  that  key 
cost  in  pounds  has  dropped  and  its  sell- 
ing price  in  pounds  has  remained  the 
same,  Exxon  U.K.  reports  higher  earn- 
ings. Eventually,  LeGrange  says,  com- 
petition or  U.K.  government  action  will 
drive  the  subsidiary's  profit  margin  down 
to  its  traditional  level;  meanwhile  Exxon 
U.K.  will  have  reported  a  bulge  in  oper- 
ating profit  to  Exxon  in  New  York. 

There  is  a  second  effect  of  the  dollar  s 
drop.  Whereas  last  year  each  pound  of 
U.K.  profit  translated  into,  say,  $1.80  on 
the  balance  sheet  at  Exxon  headquar- 
ters, this  year  it  translates  into  $2,  bal- 


Perplexed:  Exxon's  LeGrange  knows  that 
dollar  fluctuations  affect  his  operating 
earnings,  but  he  can't  tell  how  much. 


looning  Exxon's  overall  earnings.  Were 
it  not  for  these  effects,  LeGrange  says, 
Exxon  would  not  have  reported  all  of  its 
large  18%  first-quarter  operating  earn- 
ings gain. 

LeGrange  blames  this  anomaly  on  the 
Financial  Accounting  Standards  Board  s 
notorious  Rule  8,  which  requires  that 
losses  on  certain  foreign  assets  be  taken 
as  they  occur.  "The  FASB  didn't  foresee 
a  wildly  fluctuating  dollar,  which  rises  or 
falls  when  Blumenthal  says  something, 
when  Carter  says  something,  or  when 
Helmut  Schmidt  says  something."  A  bet- 
ter method,  LeGrange  says,  would  be  to 
take  a  foreign-exchange  translation  loss 
over  the  life  of  the  foreign  assets. 

Meanwhile,  LeGrange  has  plenty  to 
occupy  him:  His  controller's  office  has  a 
worldwide  staff  of  12,000 — more  than 
twice  the  number  of  the  federal  govern- 
ment s  General  Accounting  Office.  ■ 


Only  You,  Bob  Daly! 

If  the  CBS  television  network  were 
itself  to  become  the  subject  of  a  new 
made-for-TV  movie,  parental  discretion 
might  well  be  advised.  There  s  no  sex  in 
the  plot,  but,  based  on  the  recent  past, 
there  could  be  violence  of  the  executive- 
suite  variety  and,  possibly,  objectionable 
language. 

The  cast  of  characters  would  match  an 
old  star,  CBS  Chairman  William  S.  Pa- 
ley,  76,  with  (or  against;  it  all  depends)  a 
rising  executive,  Robert  A.  Daly,  41,  just 
settling  in  as  president  of  the  CBS  enter- 


tainment division  and,  as  such,  the  man 
in  charge  of  CBS  television  network 
programming. 

Daly  got  the  job  last  fall  after  Paley, 
watching  ABC  rise  in  the  ratings  and 
chafing  under  the  humiliation,  reorga- 
nized the  whole  broadcast  group  and 
moved  the  then-top  programmer,  Rob- 
ert Wussler,  sideways  and  then  out. 
Daly  has  his  work  cut  out  for  him.  CBS, 
which  had  dominated  prime-time  view- 
ing for  two  decades,  finished  up  last 
season  a  mediocre  second  in  the  ratings, 
substantially  behind  ABC  and  only  mar- 
ginally ahead  of  NBC.  In  charge  just 
seven  months,  Daly  must  get  results 
with  the  programs  he  has  at  hand,  for 
now,  as  Paley  looks  over  his  shoulder. 
Handicappers  of  programming  form  are 
not  impressed.  Examples:  a  new  series 
about  law  school  against  ABC  s  top-rated 
Happy  Days  and  Laverne  <b  Shirley;  a 
new  dramatic  show  about  two  career 
women  against  ABC's  Love  Boat. 

ABC's  strongest  shows  are  the  legacy 
of  Fred  Silverman,  who  learned  the  art 
at  CBS  before  joining  ABC  and  who 
joins  NBC  next  month.  Handing  Daly 
the  job  of  beating  Silverman's  old  pro- 
grams at  ABC  and  Silverman's  new 
ones  at  NBC  is  nobody  s  idea  of  type- 
casting. Daly  started  out  at  CBS  as  an 
office  boy  23  years  ago,  rose  through 
the  ranks  by  way  of  accounting,  talent 
negotiations  and  cost  planning.  He  is 
not  without  a  sense  of  humor.  "My 
office  was  next  to  Freddy  Silverman's 
for  seven  years,"  he  says.  "There's  an 
awful  lot  that  rubs  off.  ■ 
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These  horses,  very  much  alive  at ; 
Polish  research  center,  closely  re 
semble  their  prehistoric  forebearg 
the  forest  tarpans. 


This  colossal  pre-Columbian  head  is  on 
display  on  the  steps  of  Smithsonian's 
National  Museum  of  Natural  History. 


Nuestra  Imogen  Actual  I  "Our  Image  Today" >. painted  by  Siqueiros 

in  1947.  was  selected  for  the  Hirshhorn  Museum  and  Sculpture  Garden. 


A  million  and  a  half  American  families  have  come 
to  depend  on  SMITHSONIAN  for  much  of  their  information 
on  art,  history  and  the  sciences. 

This  ad  is  the  second  in  a  series  of  ads  designed  to 
give  you  a  feel  for  the  magazine  and  for  its  impact  on 
increasingly  important  and  closely  related  segments  of 
the  American  public  -  the  educated  readers  and  the 
affluent  buyers. 

12,000  years  of  Mexican  art  goes  on  display. 

Twelve  thousand  years  ago,  a  craftsman  in  the 
highlands  of  Mexico  carved  an  animal  bone  and  thus 
began  a  tradition  in  Mexican  art  that  has  carried 
through  the  works  of  three  great  artists  of  the  20th 
century  -  Rivera,  Orozco  and  Siqueiros.  They  all  used 
their  art  to  make  a  statement  about  their  beliefs. 

The  continuity  of  this  common  general  theme  is 
clearly  evident  in  the  extraordinary  exhibition  of  12,000 
years  of  Mexican  art  currently  on  display  at  the 
SMITHSONIAN'S  National  Museum  of  Natural  History 
and  the  Hirshhorn  Museum  and  Sculpture  Garden.  This 
broad  view  of  Mexican  art  encompasses  such  works  as 


the  massive  stone  head  sculptures  from  the  Olmt 
riod,  superbly  decorated  Mayan  pottery  and  The  7j 
one  of  Orozco's  most  dynamic  and  forceful  painting 
Millions  of  Americans  who  might  not  othe 
have  an  opportunity  to  see  this  stunning  exhibitio 
read  about  it  in  the  cover  story  of  this  month's  iss 
will  open  their  eyes  and  minds  to  the  complex  s 
political  and  artistic  history  of  our  neighbors  t 
South. 

A  time  machine  in  Poland. 

In  the  far  eastern  reaches  of  Poland  lies  an  ar 
forest:  Bialowieza.  It  appears  to  have  been  virt 
untouched  by  time.  This  forest  harbors  a  host  ol 
creatures  and  is  the  site  of  notable  zoological  e: 
ments  that  have  saved  one  animal  -  the  European 
-  from  extinction  and  are  close  to  re-creating  ar 
one. 

Here  the  bison  roams  in  peaceful  equanimit 
most  exciting  is  the  experimental  breeding  pre 
being  conducted  to  remake  the  prehistoric  forest  ta 
a  race  of  wild  horses  that  once  inhabited  Eu 

You'll  find  1,500,000  of  Amen 


"Pigeon  Mumblers,"  in  the  Meeker  Pigeon  Exchange. 


This  complex  SETIgram,  binary 
numerals  broadcast  as  dots  and 
dashes,  was  actually  sent  to  star 
cluster  M 13  in  1974. 


rhis  month's  issue  reports  on  the  careful  and  labo- 
back  breeding  of  hybrids  that  retain  some  of  the 
al  genetic  material.  The  results  are  remarkable, 
not  true  tarpans  these  horses  are  unique.  They 
lall,  primitive  and  have  many  qualities  of  their 
ars. 

Our  future  is  in  the  stars. 

Z!arl  Sagan,  director  of  Cornell's  Laboratory  for 
tary  Studies,  is  convinced  man's  future  may  de- 
upon  a  continuing  quest  for  intelligent  life  in 

[n  this  month's  issue  he  articulates  this  conviction 
sports  on  the  extraordinary  technological  capabil- 
w  available  to  us  for  continuing  this  search:  radio 
lomy  In  the  past  decade  this  capability  has  opened 
window  on  the  physical  universe. 

"Guerra"  in  the  skies  over  Brooklyn. 
Not  all  the  pigeons  in  Brooklyn  fly  aimlessly  in  the 
Those  you  may  see  flying  around  the  southern- 
border  of  the  Greenpoint  section  of  Brooklyn  ma- 
I  in  flocks  and  engage  each  other  in  harmless 


battle  day  after  day,  trying  to  capture  each  other. 
They've  been  trained  to  do  just  this  by  the  "Pigeon 
Mumblers,"  of  the  Meeker  Pigeon  Exchange,  unofficial 
headquarters  for  these  warrior  pigeons  and  their 
handlers. 

May's  issue  of  SMITHSONIAN  zeroes  in  on  this  un- 
usual sport  and  its  practitioners.  It's  just  one  of  the 
surprising  ways  in  which  SMITHSONIAN  engages  the  in- 
terest and  eyes  of  its  readers. 

Smithsonian  tops  the  class  magazine  field. 

Better-educated  Americans  depend  on  SMITHSO- 
NIAN to  provide  them  with  arresting,  informative  and 
entertaining  reading,  month  after  month.  Our 
1,500,000  subscribers  -  and  what  subscribers  they  are: 
62%  managerial  and  professional,  85%  college-educated 
and  100%  fascinating. 

A  literate,  responsive  audience. 

SMITHSONIAN  readers  read.  They'll  read  every  sin- 
gle word  of  your  advertising.  They'll  respond  in  over- 
whelming numbers.  From  one  advertiser,  "Congratula- 
tions. Plaudits.  Praises."  Another:  "This  year  SMITHSO- 
NIAN has  shot  to  the  top  of  a  list  of  17  publications  as 
leading  producers  of  inquiries  on  both  a  quantitative 
and  cost-per-person  basis."  Ask  us  about  the  letters  from 
which  these  quotes  were  extracted  and  other  success 
stories  written  by  literate,  responsive  subscribers. 
Growing  with  the  top  of  the  market. 

By  attracting  the  best-educated,  most  affluent 
subscriber  group  of  any  large  circulation  magazine  in 
America  (average  income  $35,000),  SMITHSONIAN  liter- 
ally has  created  a  category  all  its  own.  And  it's  been 
done  without  benefit  of  single  copy  sales,  discounts  or 
mirrors. 

George  M.  Kyer,  from  Wake  Village,  Texas,  wrote 
to  tell  us  that  "I  feel  it  is  the  finest  magazine  in  circula- 
tion. Not  only  are  the  articles  well-written  and  illus- 
trated, the  columns  interesting,  and  the  advertisements 
tasteful,  but  the  overall  tenor  of  the  magazine  very 
successfully  avoids  the  smugness  which  all  too  often 
accompanies  the  slick  journals  of  American  literati." 

It  all  adds  up  to  this:  if  you're  looking  for  a  million 
and  a  half  of  the  best  prospects  in  America  gathered 
in  one  place  every  month,  you'll  find  them  only  in 
Smithsonian. 


jbseribers  only  in  Smithsonian 


Faces  Behind  The  Figures 


Talking  Back 

Ask  most  businessmen  about  a  lawsuit 
in  progress  and  you  11  get  "My  lawyers 
tell  me  I  can't  comment."  Ask  IBM 
Chairman  Frank  T.  Can  about  the  Jus- 
rice  Department  s  nine-year-old  anti- 
trust suit  against  his  company  (it  went  to 
trial  three  years  ago'  and  he  says:  "John 
Shenefield.  the  new  deputy  attorney 
general,  has  been  implying  in  public  that 
the  length  of  this  suit  has  been  caused  by 
IBM.  I  couldn't  let  that  go  unanswered." 

Couldn't,  and  didn  t.  L'sing  IBM's  an- 
nual meeting  as  a  forum.  Can  told 
shareholders  that  "the  case  has  outlasted 
six  attorneys  general.  It  has  been  three 
years  in  trial,  and  we  haven't  yet  had  a 
chance  to  begin  our  defense.  It  is  the 
Justice  Department  and  not  IBM  that 
has  turned  this  into  the  Methuselah  of 
antitrust  cases." 

IBM's  business,  meanwhile,  is  doing 
better  than  the  skeleton  figures  suggest. 
IBM  plants  will  make  60**  more  comput- 
er systems  this  year  than  last,  and  the 
company  is  hiring  10.000  more  manufac- 
turing employees  over  two  years.  It  is 
this  expansion,  in  fact,  that  is  partly  re- 
sponsible for  IBM's  earnings  being  up 
only  39b  in  the  first  quarter.  The  plants 
you  capitalize.  Can  says,  "but  there  is  a 
lot  of  expense  in  bringing  in  new  people 
and  training  them. 

Enough  of  earnings  talk,  however. 
What  Can  really  wants  to  discuss  is  his 
reaction  to  the  lawsuit-  "Look  at  Henry 
Ford."  he  points  out.  referring  to  Ford's 
spirited  reaction  in  the  press  to  suits 
charging  him  with  misusing  company 
funds.  "He  didn't  wait  until  the  end  of 


Rsbicki  with  current  Cadillac):  GM's  design  chief  is  all  tor  the  new  understated  look 
in  cars,  and  next  vear' s  line  of  CM  automobiles  w  ill  show  it. 


the  trial  to  defend  himself.  And  neither 
did  Frank  Can.  winch  may  already  have 
done  some  good:  Two  days  after  his  at- 
tack, the  Justice  Department  rested  its 
case  and  passed  the  witness  chair  to  the 
lawvers  from  IBM  ■ 


Ask  The  Man  Who 
Doesn't  Own  One 

If  your  1979  car  is  smaller  than  your 
present  chariot,  blame  Washington.  If 
it  s  prettier,  and  possibly  more  comfort- 
able, blame  Inin  W.  Rvbidd. 


What,  Me  Worry?  Frank  Carv  is  confident  that  IBM  will  prevail  in  the  Ju 
Department's  antitrust  suit — so  confident  that  he  wants  to  get  on  with  it. 


"I  think  we  re  nxning  down  the  rig! 
road,  puns  the  56-year-old  Detroit 
tive  who  last  August  was  appointed  vj 
president  in  charge  of  the  design  staff  i 
General  Motors.  "I  never  did  agree  wi 
the  fin-and-chrome  era.  Cars  should  1c 
cleaner,  understated  and  functic 
They  should  look  like  cars. 

And  if  that  s  true,  then  it  follows  that  a 
designer  should  look  like  a  designer, 
which  Rybicki  does.  His  gray,  thinning 
hair  is  swept  back  at  the  sides.  His  w  aid- 
robe,  dominated  by  muted  browns  and 
beiges,  almost  fades  into  the  similarly] 
decorated  office  he  occupies  in  his  new! 
post.  Very  understated.  Hed  almost] 
look  at  home  in  a  Paris  haute  couture] 
studio. 

Car  design  is  very  much  a  fashion 
business.  Yesterday  s  chrome  and  fins, 
probably  the  result  of  a  love  affair  be- 
tween Detroit  designers  and  the  P-3Bj 
fighter  of  World  W  ar  II.  have  given  uw 
to  the  opera  windows  and  notch  backs  of 
today.  The  wrong  decision  can  mean  cfi-i 
saster.  and  the  right  one  can  catch  the 
fancy  of  the  bming  public  Just  ask  Pack- 
ard, or.  for  that  matter.  American 
Motors. 

"But  it's  not  me  alone  who  deodesl 
wfiat  a  car  will  look  like.  Rybicki  ex-| 
plains.  "There  s  a  team  of  designers  and] 
engineers  here  wfio  are  very  creative. 

They'd  better  be:  the  down-sizing  of1 
Detroit  iron  is  giving  the  designers  fits. 
"Size  is  a  problem,  he  says.  "Working 
with  small  cars  is  exceptionally  difficult 
Especially  if  a  car's  personality  is  set 
How  do  you  get  a  consumer  who  s  beeiM 
buying  Cadillacs  for  20  years  to  accepH 
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TINE  B. 

The  compleat 

business 
publication. 


It's  axiomatic  that  no  businessman  is  all 
business.  But  no  business  publication 
accommodates  the  businessman's  vari- 
ety of  interests  quite  so  well  as  TIME  B. 

TIME  B  is,  for  one  thing,  TIME  Maga- 
zine, a  thorough  cross  section  of  one 
week  in  the  world's  life.  So  it  satisfies  the 
businessman's  appetite  for  contact  with 
the  world  of  art,  humanities  and  science. 

TIME  B  also  satisfies  a  businessman's 
need  to  know  what's  worth  knowing  on 
the  overall  business  scene. 


Finally,  TIME  B  gratifies  a  business- 
man's impulse  to  put  his  advertising  dol- 
lars where  they'll  do  the  most  good. 
While  competitive  business  media  often 
include  'foreign'  and  'miscellaneous'  busi- 
ness people,  TIME  B  circulates  solely  in 
the  U.S.,  matching  the  census  breakout 
of  U.  S.  business.  And  all  TIME  B  readers 
are  qualified  by  both  job  title  and  indus- 
try. So  advertising  in  TIME  B  reaches 
business  people  exclusively,  at  every 
level  of  management. 


TIME  B 

WSJ 

Business  Week 

Circulation 

1,550,000 

1,407,985 

765,000 

Black  &  White 
page  rate 

$18,725 

$32,980 

$12,940 

CPM 

$12.08 

$23.44 

$16.92 

TIME  B  is  the  most  efficient  way  to  reach  American 
management.  The  chart  proves  it.  For  complete 
details,  including  a  new  and  informative  subscriber 
study,  contact  your  TIME  representative  or  call  Bruce 
Beresford,  Corporate  Supervisor,  (212)  556-7866. 


There's  a  right  TIME  for  every  advertiser. 


Faces  Behind  The  Figures 


the  Seville?  It's  much  easier  to  build  a 
car  and  image  from  the  ground  up." 

Rybidd  began  drawing  cars  when  he 
was  nine  years  old.  Sometime  later  he 
encountered  an  uncle's  193S  Cadillac  60 
Special — that  s  when  he  decided  to  be  an 
automobile  designer.  Fresh  from  De- 
troit s  Chadsey  High  School,  where  he 
received  his  art  training,  he  went  to 
GM  s  Fisher  Body  division  to  work  in 
the  tool  and  die  shop.  After  W  orld  War 
II.  he  joined  the  design  staff. 

The  standouts  of  his  career  are  many, 
he  says,  but  one  that  comes  to  mind  is 
the  redesign  of  the  Firebird  and  the 
Camaro.  His  favorite  GM  cars  are  next 
years  Oldsmobile  Toronado.  Buick  Bivi- 
era  and  Cadillac  Seville;  his  personal 
favorites  are  the  Ferrari  30S.  an  exotic 
sports  car.  and  the  Jaguar  sedan.  Howev- 
er, he  doesn  t  own  a  car.  and  has  no 
regular  one  from  GM.  "I  prefer  to  drive 
even  body  else  s.  he  laughs.  "I  drive 
everything  I  can  get  my  hands  on."  ■ 


There's  More  Than 
One  Game  In  Town 

Vol  can  t  keep  a  good  capitalist  down. 
Look  at  Samuel  J.  Lefrak.  60.  the  feisty 
New  York  City  builder  who  owns  some 
50.000  apartments  in  the  boroughs  of 
Queens  and  Brooklyn,  a  large  Manhattan 
office  building  and  has  an  estimated  net 
worth  of  $100  million.  The  large-scale 


1 


■  ■  X 


Mav  Flowers:  Things  are  looking  up  for 
Sam  Lefrak,  not  only  in  real  estate  but 
also  in  the  oil  and  music  businesses. 


residential  building  Lefrak  likes  doing  is 
tough  these  days — the  politicians  and 
bureaucrats  delay  and  interfere.  Nor 
have  banks  and  insurance  companies 
been  anxious  to  make  major  investments 
in  a  city  where  rent  control  and  other  red 
tape  is  so  onerous.  Lefrak  s  pet  project. 
Batten  Park  City  and  its  16.000  apart- 
ments, has  been  stalled  since  1968. 

Lefrak  s  realty  holdings  produce  a  cash 
flow  of  $8  million  to  $9  million  a  year. 
Normally  he  shelters  this  with  his  build- 
ing operations,  but  with  these  stalled  he 
was  faced  with  the  unwelcome  prospect 
of  paying  unnecessarily  heavy  taxes.  Did 
Sam  Lefrak  sit  around  and  brood?  Not  at 
all.  He  went  into  oil  and  gas  exploration 
and  music  publishing.  "What  did  a 
Brooklyn  boy  know  from  oil  and  gas.  he 
asks  rhetorically.  "All  I  knew  was  I  need- 
ed lots  of  it  to  heat  my  apartment  build- 
ings. So  in  1972  I  hired  a  top  geologist 
from  Phillips  Petroleum  as  a  consultant. 
We  acquired  some  production  drilling 
acreage  in  Ohio  and  Arkansas  and  wound 
up  with  much  more  gas  and  oil  than  we 
needed.  Lefrak.  with  investors,  expects 
to  drill  60  to  70  wells  this  year. 

In  1975  Lefrak  also  hired  the  former 
head  of  CBS  Music  Publishing.  Charles 
Koppelman.  Koppelman  coordinates 
producers  and  develops  talent  and  songs 
for  Lefrak  s  Entertainment  Company. 
The  venture  will  produce  royalties  of  $5 
million  this  year.  "Music  publishing  is 
like  real  estate.  Lefrak  says.  "You  write 
off  the  acquisition  costs  of  a  copyright 
over  a  seven-year  life  even  though  the 
copyright  remains  in  force  for  decades. 

All  this.  Lefrak  insists,  is  to  keep  him 
busy  and  to  keep  his  real  estate  earnings 
under  tax  shelter  while  he  waits  for  the 
big  Batten,  Park  City  deal  to  come 
through.  Tm  not  out  of  the  real  estate 
business,  he  says.  "I  expect  the  federal 
government  to  come  through  with  FHA 
insurance  shortly  so  w  e  can  at  least  start 
on  1.642  apartments.  That  s  a  long  way 
from  building  16.000.  The  longer  it 
takes,  the  deeper  he  will  be  in  other 
businesses.  Which  is  too  bad  when  you 
realize  how  badly  New  York  City  needs 
housing.  ■ 


The  Gnomes  Of 
Amsterdam 

In  1976  Dutch  businessmen  began  pour- 
ing guilders  into  the  U.S.  at  an  unprece- 
dented rate.  According  to  Karel  H. 
Beyen.  the  new  state  secretary  for  eco- 
nomic affairs  of  the  Netherlands,  the 
Dutch  sank  $6.2  billion  into  U.S.  indus- 
try and  real  estate — out-investing  its 
nearest  rival.  Canada,  bv  $32-5  million 


and  replacing  Canada  and  the  U.K.  as 
the  largest  investors  in  the  U.S.  Those 
Dutch  billions — in  large  part  derived 
from  Hollands  natural  gas  sales — ac- 
counted for  over  20<£  of  total  foreign 
investment  here. 


Plugging  The  Dike:  Dutch  economics 
secretarv  Karel  Beven  wants  to  slow  the 
flow  of  Dutch  capital  to  the  U.S. 


Beyen.  55.  a  diplomat  and  banker  who 
studied  law  at  George  Washington  Uni- 
versity as  well  as  in  Amsterdam,  creditsl 
the  outflow  of  Dutch  investment  to  the 
"far  more  favorable  cost  structure  inj 
American  industry.  It  has  become  more 
attractive  to  industry  to  produce  goods 
here  because  the  costs  and  social  charges 
have  become  much  higher  in  Europe. 

Beyen.  a  member  of  the  right-to-cen- 
ter Liberal  Party,  does  not  think  all  this 
capital  outflow  is  a  good  thing  for  the 
Netherlands.  He  is  trying  to  persuade 
the  Dutch  parliament  to  slow  down  the 
piling  of  social  benefit  upon  social  bene- 
fit and  do  something  about  improving 
the  climate  for  investment,  especially  in 
export -oriented  industries.  But  you  can't 
fool  the  gnomes  of  Amsterdam.  You  can 
bet  they  will  keep  shipping  money  here 
until  they  see  concrete  signs  that  the 
government  is  serious  about  curbing 
"free  lunch  programs  to  the  voters. 

In  a  country  where  it  takes  seven  | 
months  to  form  a  coalition  government, 
howev  er,  who  knows  how  long  it  takes  to 
pass  controversial  legislation?  In  the 
meantime.  Americans  can  expect  to  see 
those  guilders  coming  in.  ■ 
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SALES  IN  MILLIONS  OF  DOLLARS* 


NET  INCOME  IN  MILLIONS  OF  DOLLARS 


1978 
$1.15 


1978 
$1.08 


1977 
$1.00 


1977 
$.94 


PRIMARY  EARNINGS  PER  SHARE*  FULLY  DILUTED  EARNINGS  PER  SHARE* 

*1st  Quarter  1978  vs  1st  Quarter  1977 

Midland-Ross  declares  6th  dividend 
increase  in  less  than  314  years. 
First  quarter  sales,  net  income  and 
earnings  per  share  up  over  77 


These  first  quarter  results 
produced  a  dividend  rate  of 
$1 .90  a  share,  more  than  double 
1973.  Backlogs  in  March 
were  $276  million,  42%  higher 
than  a  year  ago.  The  outlook 
for  another  record  year  is 
promising. 

Midland-Ross  sales  have 
increased  every  year  for  six 


consecutive  years  and  net 
income  and  earnings  per  share 
for  seven.  Return  on  share- 
holders' equity  has  risen  from 
7%  in  1973  to  12.9%  in  1977, 
near  the  Midland-Ross  target  of 
exceeding  15%. 
Five  acquisitions  made  in  less 
than  a  year  have  added  $56  mil- 
lion in  annual  sales.  These  ac- 


quisitions fit  into  and  strengthen 
the  product  lines  and  market 
positions  of  our  four  basic  busi- 
nesses—electrical products, 
steel  castings,  mechanical 
controls  and  capital  goods. 
If  you'd  like  to  know  more  about 
us,  write:  Midland-Ross 
Corporation,  55  Public  Square, 
Cleveland,  Ohio  44113. 


Faces  Behind  The  Figures 


Adams'  Trophy 

Kenneth  S.  (Bud)  Adams  Jr.,  55,  is 
chairman  of  publicly  owned  Ada  Re- 
sources, Inc.,  a  $116-million  energy 
company  in  Houston.  He  also  owns,  pri- 
vately, the  largest  and  most  profitable 
Lincoln-Mercury  dealership  in  the  U.S., 
three  pig  farms  and  three  cattle  ranches. 

So  what?  That's  not  enough  to  make 
somebody  somebody  in  Texas.  But  Ad- 
ams has  become  somebody  overnight, 
because  he  also  owns  the  Houston  Oilers 
pro  football  team,  and  because  the  Oilers 
managed  early  this  month  to  deal  for 
Earl  Campbell,  the  leading  college  run- 
ning back  in  the  country.  Then  they 
signed  him  for  in  excess  of  $1  million 
over  the  next  six  years. 

If  $200,000  a  year  for  a  23-year-old 
employee  seems  less  than  a  bargain,  con- 
sider the  following:  Campbell  just  fin- 
ished his  college  career  at  the  University 
of  Texas,  drawing  national  attention  by 
winning  the  Heisman  Trophy.  He  was 
also  born  and  raised  in  Tyler,  Tex.,  and 
Texans  take  their  local  heroes  very  seri- 
ously. Since  the  Oilers  signed  Campbell, 
season  tickets  have  surpassed  their  all- 
time  high  of  two  seasons  ago,  already 
reaching  over  35,000,  and  fans  are  still 
standing  in  line.  One  University  of  Texas 
alumnus,  hearing  of  the  Campbell  deal, 


waited  15  minutes  on  the  telephone  from 
Honolulu  to  order  16  season  tickets,  say- 
ing that  he  had  never  bought  season 
tic  kets,  but  if  Houston  had  Campbell, 
Houston  also  had  him.  "I  hate  to  make 
predictions,  says  Adams,  "but  we  could 
have  sales- of  40,000."  That  would  be  a 
revenue  increase  of  over  $1  million  be- 
fore the  season's  first  kickoff. 

The  Oilers  had  to  pay  a  further  price 
for  Campbell.  The  National  Football 
League  gives  the  right  to  sign  players  to 
teams  in  the  inverse  order  of  the  pre- 
vious year  s  standing.  The  worst  record 
in  1977  was  that  of  the  Tampa  Bay  Buc- 
caneers, and  to  get  that  team's  first  pick, 
the  Oilers  had  to  give  them  what 
amounts  to  five  players.  But  Bud  Adams 
apparently  figured  that  keeping  a  hero  at 
home  would  make  him  a  hero  and  so  was 
well  worth  almost  any  price.  ■ 


Udall's  Flying 
Somersault 

Many  politicians  arrange  to  have 
things  two  ways,  but  it  took  Congress- 
man Morris  K.  (Mo)  Udall  (D-Ariz.)  to 
have  it  three  ways.  First,  he  is  an  envi- 
ronmentalist. Second,  copper  is  impor- 
tant to  him,  because  his  state  produces 
60%  of  the  U.S.  output.  Third,  he  is  a 


All  Things  To  All  Men:  Congressman 
Morris  Udall  of  Arizona  is  suffering  from 
a  case  of  conflicting  constituencies. 


believer  in  free  trade.  Trouble  is,  his 
environmental  laws  are  saddling  coppeB 
producers  with  heavy  costs  (about  10 
cents  per  pound  on  a  product  that  now 
sells  around  60  cents)  at  the  very  time 
when  cheap  imports  are  holding  prices 
down.  So,  how  can  U.S.  copper  comj 
pete,  if  we  want  free  trade  and  clean  airil 

Udall  thinks  he  has  found  a  way  td 
help  the  copper  industry  without  violaM 
ing  his  environmental  and  free-trade 
principles.  He  recently  proposed  legisla- 
tion to  place  an  "environmental  tariff'  or 
copper  imports.  If  a  foreign  copper  pro 
ducer  doesn't  comply  with  U.S.  environ- 
mental controls,  he  would  be  slappec 
with  a  tariff  of  up  to  10  cents  a  pound. 
"We're  doing  our  part  to  keep  emd  oul 
of  the  world's  air,  Udall  says.  "But  othei 
countries  are  undercutting  Arizona 
producers. 

Udall  isn't  terribly  serious  about  his 
bill.  Actually,  the  copper  industry  ha; 
higher  hopes  for  legislation  authorizing 
federal  stockpiling  of  copper  or  for  quo* 
tas  or  penalties  on  cheap  imported  cop- 
per. But  Udall  was  trying  to  make  the 
point  that  there  need  be  no  conflict  be 
tween  clean  air,  free  trade  and  home 
town  jobs.  Nice  try.  ■ 


SRO?  Since  Houston  Oiler  owner  Bud  Adams  hired  University  of  Texas  running 
back  Earl  Campbell  (inset),  season  ticket  sales  have  soared. 
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"Not  amusing" 

RAHAM  WHITEHEAD,  PRESIDENT,  BRITISH-LEYLAND  MOTORS.  A  READER  SINCE  1972. 
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We  spare  our  readers  unimportant  news. 
We  spare  our  advertisers  unimportant  readers. 


Sales  and  Revenues*  ; 


14.0  142 
13.0  r  if- 
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1973    1974    1975    1976  1977 


Operating  Income  *+ 


1,010  1,000  979 


1,228 
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1973     1974    1975     1976  1977 


Dividends  Declared 
Per  Common  Share 


1.82 


1.46 


1.54 


1.64 


1.32 


1973     1974    1975     1976  1977 


*As  restated  for  poolings  ot  interests.  '•'Including  insurance  and  finance  activities 


A  record  year  for  our 

shareholders, 
any  way  you  look  at  it. 


In  1977,  ITT  reached  new  highs 
in  sales,  earnings,  and  dividends  — 
the  best  in  our  57  years. 

And  as  our  Annual  Report 
notes,  "we  see  a  good  1978  ahead." 

Income  before  extraordinary 
items  rose  in  1977  to  $562  million  — 
14%  over  1976's  restated  income 
of  $492  million. 

Earnings  for  1977  were  egual 
to  $4. 14  per  common  equivalent 
share  — an  8%  increase  over  the 
restated  $3.85  per  share  for  1976. 

Foreign  exchange  gams 
amounted  to  four  cents  per  share 
in  1977,  compared  with  a  loss  of 
10  cents  in  1976. 

Sales  and  revenues  for  last 
year  —  $13.2  billion — compare 
with  $1 1.8  billion  in  the  year-earlier 
period.  Insurance  and  finance 
revenues  reached  $3.5  billion, 
against  $3. 1  billion  in  1976. 

Today  we  are  organized  into 


five  principal  product  segments, 
each  in  a  fundamental  and  growing 
market :  Telecommunications  and 
Electronics  ($4.6  billion  in  sales 
and  revenues  last  year),  Engineered 
Products  ($4.3  billion),  Insurance 
and  Finance  ($3.6  billion), 
Consumer  Products  and  Services 
($3.3  billion),  and  Natural 
Resources  ($.9  billion). 

Together,  they're  a  healthy 
cross  section  of  the  most  promising 
sectors  in  the  U.  S.  and  world 
economies. 

For  a  more  detailed  look  at 
ITT's  record  last  year  —  and  at 
what's  ahead  for  us— write  for  a 
copy  of  our  1977  Annual  Report 
to:  Robert  H.  Savage,  Vice 
President,  Director  of  Investor 
Relations,  Dept.  10,  International 
Telephone  and  Telegraph 
Corporation,  320  Park  Avenue, 
New  York,  New  York  10022. 


The  best  ideas  are 
ideas  that  help  peo 


sill 
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Money  And  Investments 


The  Economy 


Voluntary  Restraint  Won't  Fly 


Down  Again  Soon? 

Much  of  this  year's  surge  in  the  consumer  price  index  has 
been  due  to  food  and  mortgage  interest  costs.  Both  should 
slow,  with  inflation  near  6%  by  late  summer. 


30KED  at  from  every  point  of  view — political,  economic, 
cial — the  struggle  to  reduce  inflation  is  a  standoff  with  a 
ight  tilt  toward  a  victory  for  inflation.  The  surge  in  the 
flation  rate  that  occurred  in  the  first  half  of  this  year  is  about 
'er  and  the  rate  of  price  increases  will  slow  in  the  second  half, 
lat's  the  good  news.  But  the  bad  news  is  that  next  year's 
flation  will  probably  be  higher. 

In  other  words,  the  Carter  Administration's  attempt  at  an 
iti-inflation  program  isn't  going  to  fly.  The  recent  surge  in 
ices  scared  a  lot  of  people.  One  reason  it  did  so  was  that  the 
irter  Administration  was  only  paying  lip  service  to  fighting 
flation.  Toward  the  end  of  1977,  food  prices  were  climbing 
;ain  (see  chart),  and  so  were  the  overall  indices.  Since  the  first 

the  year,  increases  in  mortgage  interest  costs  also  have 
Ided  significantly  to  the 
PI.  No  thanks  to  the 
'hite  House,  which 
lcked  farm  production 
irbs  this  year,  the  worst  of 
e  food  price  problem  is 
:vertheless  over.  The  CPI, 
ter  another  bad  month  or 
'o,  could  come  back  down 

the  6%  range  for  a  while 
is  summer. 

The  result  is  that  during 
f  of  1978,  consumer  prices 
ill  be  up  about  7%  or 
ghtly  more,  compared  to 
8%  last  year.  Even  the  Ad- 
inistration's   official  fore- 
st has  been  raised.  It's  now 
4%  to  7%.  A  disaster?  No, 
it  hardly  encouraging. 
Last  fall,  Barry  Bosworth, 
rector  of  the  Council  on 
age  &  Price  Stability,  can- 
dly  pointed  out  that  in  the 
.S.  the  inflation  rate  has 
:ver  fallen  during  the  lat- 
r  part  of  any  economic  re- 
very  in  the  postwar  period.  At  best,  he  said,  "We  have 
anaged  to  hold  inflation  constant. "  Bosworth,  who  served  as 
i  economist  to  the  Pay  Board  during  price-control  days, 
lows  the  reality  whereof  he  speaks. 

Then  came  Carter  s  announcement,  in  January,  of  "a  volun- 
ry  program  to  decelerate  the  rate  of  price  and  wage  in- 
eases. "  After  that,  nothing  much  seemed  to  happen  until  last 
onth  when  Carter  made  what  for  him  was  a  tough  anti- 
flation  speech.  He  announced  federal  workers  would  get  only 
5'/2%  pay  hike  this  fall,  compared  to  7%  last  year;  top  federal 
ecutives'  pay  would  be  frozen;  and  the  private  sector  was 
ked,  more  or  less,  to  follow  suit.  "I  am  determined  to  devote 
e  power  of  my  office  toward  the  objective  of  reduced  infla- 
>n,"  he  declared. 

And  yet  look  at  the  record.  During  most  of  1977,  Carter  and 
s  political  advisers  seemed  much  more  determined  to  avoid 
netting  various  politically  potent  interest  groups  than  with 
e  inflationary  consequences  of  giving  them  what  they  want- 


Jan 

'77 


F  M  A  M  J  J 
'Forbes  Approximation 


All  numbers  expressed  as  percent  change  for  three 
months  at  seasonally  adjusted  annual  rate. 


ed:  high  minimum  wages,  higher  farm  prices,  big  Social  Secu- 
rity payroll  tax  increases  and  the  like.  Commented  Bosworth 
then  with  unusual  frankness:  "The  government  can't  lecture 
private  industry  given  its  own  decisions." 

Bosworth  certainly  has  a  point.  All  this  profligacy  has  not 
been  lost  on  business,  which  would  end  up  with  lower  profits, 
or  on  Roy  Williams.  Roy  Williams?  He  is  the  hard-nosed 
Teamsters  Union  vice  president  who  will  be  handling  negotia- 
tions next  winter  for  a  new  three-year  national  contract.  Wil- 
liams did  the  same  job  in  1976,  producing  the  juiciest  settle- 
ment in  Teamster  history — nearly  36%  over  three  years.  There 
is  no  particular  reason  to  think  that  Williams  will  shoot  for  less 
this  time  around. 

Why  should  he?  Or  why  should  the  negotiators  for  the 

rubber  workers,  electrical 
workers  or  automobile 
workers,  who  follow  the 
Teamsters  to  the  bargaining 
table  next  year?  The  Team- 
sters have  all  the  economic 
clout  they  need  to  force  that 
kind  of  agreement. 

Meanwhile,  with  unit  la- 
bor costs  rising  rapidly  right 
now,  employers  are  not  go- 
ing to  trim  much  off  their 
price  increases,  no  matter 
what  they  say  publicly  about 
supporting  Carter's  strate- 
gy. Bosworth,  who  may  yet 
talk  himself  out  of  a  job  with 
his  candor,  says  flatly, 
"Much  of  the  effort  that 
would  have  gone  into  decel- 
eration is  going  just  to  hold 
the  rate  where  it  is.  For 
the  deceleration  strategy  to 
succeed,  one  top  policymak- 
er estimates  that  the  big  un- 
ion settlements  need  to  be 
chopped  from  the  30%-to- 
33%  range,  with  a  few  even  higher,  all  the  way  to  20%  to  23%. 
Fat  chance. 

With  unemployment  now  down  to  6%  and  falling,  labor 
markets  are  beginning  to  get  tighter,  however,  and  that  will 
only  make  inflation  worse  (see  Forbes'  Econonui  column.  Mar. 
6,  1978). 

Natural  economic  forces,  happily,  will  keep  the  situation 
from  degenerating  completely.  After  a  big  rebound  this  quar- 
ter—real GNP  probably  will  be  up  at  an  8%-to-10%  rate— the 
prospects  are  for  growth  to  slow  to  a  3%-to-3'/2%  rate  quickly. 
Why?  Because,  short  of  a  massive  tax  cut  or  a  major  relaxation 
of  Federal  Reserve  policy — neither  of  which  is  in  the  cards — 
this  is  about  all  the  economy  can  produce. 

Under  these  circumstances,  inflation  would  not  keep  getting 
worse  if  only  Congress  would  stop  its  perpetual  handouts  to 
special  interests  while  ignoring  inflation.  Congress,  and  Car- 
ter, can  scarcely  expect  business  and  labor  to  show  restraint 
when  thev  show  so  little  or  none  at  all.  — John  Berry 


ALL  ITEMS  LESS  FOOD  AND  MORTGAGE  INTEREST  COSTS* 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Bill  Miller 

&  Arthur  Burns: 

Brothers  Under  The  Skin 

By  Ben  Weberman 


■ '  eople  who  thought  that  Federal  Re- 
serve Chairman  G.  William  Miller  was 
going  to  be  a  patsy  are  in  for  a  rude 
surprise.  Arthur  Bums  wasn't  just  being 
polite  when  he  recently  praised  Miller's 
handling  of  Burns  old  job.  Miller  quite 
clearly  isn  t  going  to  be  afraid  of  angering 
congressmen  and  labor  leaders,  and  he 
will  keep  a  tight  grip  on  the  money 
supply  by  raising  interest  rates  when- 
ever he  thinks  it  necessary.  If  anything, 
he  will  act  with  more  decision  and  firm- 
ness than  his  predecessor  did. 

Mark  this  well,  and  don't  think  that  he 
will  stand  idly  by  while  the  politicians 
vote  the  country  another  big  dose  of 
inflation  Bill  Miller  tipped  his  hand  re- 
cently in  a  way  that  no  shrewd  observer 
of  Fed  policy  should  have  missed.  As 
soon  as  a  bulge  in  the  money  supply  w  as 
becoming  apparent  last  month.  Miller, 
without  hesitating,  raised  the  key  federal 
funds  rate  twice  in  jumps  of  14%,  from 
6%%  to  7V4%,  a  very  substantial  tighten- 
ing. It  s  my  guess  that,  under  similar 
circumstances.  Arthur  Burns  would  have 
taken  more  of  a  wait-and-see  attitude. 
And  where  Arthur  Burns  would  have 
acted  in  an  oracular  manner,  letting  peo- 
ple guess  what  he  was  up  to.  Miller  left 
nobody  in  doubt.  He  spoke  freely  with 
the  press  and  Congress  about  his  mo- 
tives and  actions. 

Since  Bill  Miller  took  over  at  the  Fed. 
we  have  had  a  stronger  dollar  and  a 
stronger  stock  market.  This  is  not  to  say 
that  the  Fed  chairman  can  walk  on  wa- 
ter. No,  he  didn't  rally  the  dollar  and  the 
stock  market  all  by  himself.  But  the 
stronger  dollar  and  the  improving  stock 
market  are  in  good  part  expressions  of 
confidence  that  U.S.  monetary  policy  is 
in  good  hands. 

So,  the  stock  market  has  rallied  and 
the  dollar  has  firmed  up — and  probably 
bottomed  against  everything  but  the  Jap- 
anese yen.  Now  what  about  the  bond 
market?  The  signals  Miller  is  sending  out 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


spell  higher  interest  rates  for  a  time,  and 
that  is  frightening  to  the  bond  market. 
But  I  am  firmly  convinced  that  the  bond 
market,  too,  is  building  up  steam  for  the 
kind  of  rally  that  surprised  virtually  ev- 
erybody in  the  stock  market.  The  only 
question  is:  When?  Frankly.  I  do  not 
know  the  answer.  Nobodv  does  We  do. 


".  .  .  Bill  Miller  tipped  his 
hand  recently  in  a  way  that 
no  shrewd  Fed  observer 
should  have  missed  .  .  ." 


however,  have  a  pretty  good  idea  how 
the  economic  script  for  1978  will  read. 

Basically,  it  will  resemble  1977  in 
many  respects:  1)  An  early  lull  due  to 
bad  weather  (with  the  coal  strike  thrown 
in  for  good  measure  in  1978),  2)  a  period 
of  catch-up  in  activity,  with  prices  inflat- 
ing dramatically  as  businessmen,  farmers 
and  those  who  provide  services  take  ad- 
vantage of  their  temporarily  improved 
supply-demand  positions;  3)  a  second 
hall  when  real  economic  growth  slows 
considerably  and  the  force  of  competi- 
tion shows  its  power  on  prices  of  foods 
and  manufactured  goods.  All  in  all.  infla- 
tion will  end  up  somewhat  worse  this 
\ear  than  at  the  end  of  1977.  It  will  be, 
perhaps,  at  a  6%  level  instead  of  the  57c 
rate  that  pre%ailed  from  July  through 
December  1977.  Thats  bad.  but  it's 
hardly  runaway  inflation. 

If  things  work  out  this  way,  the 
chances  are  that  Bill  Miller  won't  have  to 
lean  very  much  harder  on  interest  rates 
than  he  already  has  done.  In  other 
words,  the  bond  market  shouldn't  go 
very  much  lower,  but  picking  the  bottom 
is  dangerous  because  emotion  almost  al- 
ways leads  the  market  to  swing  too  far. 
first  in  this  direction,  then  in  that  direc- 
tion. If  it  were  not  for  this  danger.  I 
would  strongly  recommend  the  recently 
offered  U.S.  Treasury  8%%  coupon 
bonds   due   in  2000 — known   bv  the 


professionals  as  the  "centuries" — whicn 
are  now  yielding  8.5%  (or  the  8.2549 
Treasury  notes  due  in  1988.  yielding 
8.35%.  and  having  a  much  shorter  matu-1 
rity  for  those  who  want  to  minimize! 
near-term  market  risk). 

But  under  existing  circumstances,  ■ 
believe  that  investors  would  be  safer] 
with  the  two-year  Treasure  notes  that  | 
are  about  to  be  auctioned  as  this  issue  of 
Forbes  is  being  delivered  to  subscrib-n 
ers.  These  notes  will  mature  Ma>  31, 
1980.  As  of  this  w  riting  they  should  carry 
a  return  in  excess  of  8%,  perhaps  as  I 
much  as  8.125%.  These  notes  come  in] 
$5,000  denominations.  Prior  to  the  auc-| 
tion  you  can  place  orders  without  paying! 
commission  through  am  Federal  fie- 
serve  Bank;  banks  or  brokerage  houses 
will  place  orders  for  you  for  a  small  fee.i 
These  notes  are  going  to  be  so  attractive) 
that  they  will  probably  persuade  a  lot  on 
people  to  draw  money  out  of  saving  insti- 
tutions to  buy  them;  fortunately,  these! 
institutions  are  in  much  better  shape  tot 
ride  out  a  bout  of  disintermediation  than 
they  were  a  few  years  back. 

Yes.  an  investor  could  get  a  slightly 
better  yield  in  the  10-year  notes  or  the 
22-year  bonds  that  I  mentioned  above. 
But  there  is  more  market  risk  in  the 
longer-term  issues,  and  the  small  extra 
\ield  isn't  worth  it — in  professional 
terms,  the  yield  curve  is  t(x>  flat  My 
advice  would  be  to  buy  the  two-year 
notes,  hold  them  until  there  is  clear  signj 
of  a  bottom  in  the  bond  market  and  then 
switch  into  long-term  bonds. 

Earlier  in  this  column  I  confessed  that 
I  don  t  know  when  the  bond  market  rally 
will"  start.  True.  Let  me  guess.  Since  the 
conventional  forecast  calls  for  a  turn  at 
year-end  after  a  sizable  decline  in 
prices — rise  in  \ields — I  think  prices 
may  well  bottom  out  in  early  summer, 
bringing  the  usual  surprise.  Now  that  we 
have  seen  Bill  Miller  in  action,  it  is  safe 
to  predict  that  the  bottom  is — give  or 
take  a  certain  allowance  for  emotional 
swings — closer  than  most  of  the  profes- 
sionals think.  ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$200,000,000 
General  Motors  Acceptance  Corporation 

8%%  Senior  Subordinated  Notes  Due  May  1,  1988 

Interest  payable  May  1  and  November  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 
undersigned  as  may  legally  offer  these  Securities  in  compliance 
with  the  securities  laivs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC.  THE  FIRST  BOSTON  CORPORATION 

GOLDMAN,  SACHS  &  CO.  LEHMAN  BROTHERS  KUHN  LOEB 

Incorporated 

MERRILL  LYNCH  WHITE  WELD  CAPITAL  MARKETS  GROUP  SALOMON  BROTHERS 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 

BACHE  HALSEY  STUART  SHIELDS  BLYTH  EASTMAN  DILLON  &  CO. 

Incorporated  Incorporated 

DREXEL  BURN  HAM  LAMBERT     E.  F.  HUTTON  &  COMPANY  INC.     KIDDER,  PEABODY  &  CO. 

Incorporated  Incorporated 

LAZARD  FRERES  &  CO.  LOEB  RHOADES,  HORNBLOWER  &  CO. 

PAINE,  WEBBER,  JACKSON  &  CURTIS  SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated  Incorporated 

WARBURG  PARIS  AS  BECKER  WERTHEIM  &  CO.,  INC. 

Incorporated 

DEAN  WITTER  REYNOLDS  INC.  BEAR,  STEARNS  &  CO. 

April  21,1978 
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Stocks  To  Buy 


By  T.  Rowe  Price 

".  .  .  [Here  are  three]  broad  diversified  portfolios  of 
stocks  which  I  own  and  can  recommend  to  others  . 


*  ollowing  the  publication  in  Forbes 
last  fall  (.You.  1,  1977)  of  the  Money  Men 
article  about  me  and  my  list  of  20  favorite 
stocks,  many  readers  expressed  interest 
in  the  list,  which  was  recommended  for 
future  growth  and  market  value.  The 
purpose  of  this  article,  and  others 
planned  for  the  future,  is  to  provide 
investors  that  have  the  same  objectives 
with   a  broad  diversified   Dortfolio  of 


T.  Roue  Price,  founder  of  the  mutual  fund 
and  investment  counseling,  firm  bearing  his 
name,  is  retired  and  living  in  Baltimore- 


stocks  which  I  own  and  can  recommend 
to  others.  Periodically.  I  hope  to  publish 
changes  in  these  holdings  and  to  make 
various  comments  that  may  be  helpful 
and  of  interest  to  readers.  My  aim  is  not 
to  render  personal  advice  or  to  act  as  an 
investment  counselor.  I  have  been  re- 
tired from  the  investment  counsel  busi- 
ness for  13  years,  have  no  staff  and  re- 
ceive no  fees  for  advice.  And  I 
emphasize  that  I  am  unable  to  earn,  on 
any  correspondence  with  investors. 

In  addition  to  the  group  of  stocks  ap- 
pearing in  the  earlier  article  were  two 


T.  Rowe  Price  Portfolios 

These  three  portfolios,  each  of  20  stocks,  are  recommended  for  growth 
and  appreciation.  A  $10,000  investment  was  made  in  each  company 
on  Aug.  31,  1977.  The  market  performance — both  of  individual  stocks 
and  portfolios — is  shown  as  of  Dec.  31,  1977  and  Mar.  31,  1978. 

Group  A 


No. 

8/31/77  

  1Z31/77   

3/31/78   

of 

$10,000  Investment 

Market 

Market 

Shares 

Company               in  each  at  this  Price 

Price 

Value 

Price 

Value 

482 

Alcon  Lab 

20% 

Sold  Nov.  1977@  42 

373 

Amer.  Tel.  &  Comm.* 

26% 

42V* 

$15,759.25 

41% 

$15, 479. 50 

661 

Castle  &  Cooke 

15'/8 

17% 

11.484.88 

16% 

11,071.75 

196 

Dome  Mines 

51 

63% 

12.470.50 

67% 

13,254.50 

265 

Dome  Petroleum 

37% 

54% 

14.475.63 

56 

14,840.00 

402 

lack  Eckerd 

24"3 

27% 

10,954.50 

25% 

10,301.25 

563 

EC&C 

17% 

17% 

9.993.25 

20% 

11,611.88 

416 

ESL 

24 

34% 

14,352.00 

4414 

18,408.00 

610 

Flexi-Van 

16% 

20'/4 

12,352.50 

19Vg 

11.666.25 

555 

Hexcel 

18 

19 

10,545.00 

16% 

9.296.25 

261 

Houston  Oil  &  Mineral 

38V* 

31'-'; 

8.221.50 

20% 

5,252.63 

435 

Lowe's  Companies 

23 

22% 

9.896.25 

19'A 

8,373.75 

1,176 

Magma  Power 

8% 

9% 

11,319.00 

9% 

10,878.00 

552 

McCormick 

18% 

15% 

8, 487.00 

14% 

8.004.00 

606 

Payless  Cashwavs 

I6V2 

1 8V2 

11.211.00 

20 

12,120.00 

490 

Perkin- Elmer 

20% 

20 

9,800-00 

1 8% 

8.88125 

347 

Sabine  Corp. 

28% 

31% 

11,017.25 

23% 

8.197.88 

544 

Scientific- Atlan  ta 

18% 

23% 

12,784.00 

23% 

12,784.00 

263 

Thomas  &  Berts 

38 

37 

9,731.00 

36V« 

9,533.75 

575 

Viacom  International 

17% 

18% 

10,781.25 

17% 

10.278.13 

488 

Harris  Corp.t 

46% 

22, 753.00 

47V4 

23.058.00 

SUBTOTAL 

$200,000 

$238,388.76 

$233,290.77 

%  Change  since  inception 

19.2% 

16.6% 

%  Change  12  31  77-3  31  78 

-2.1% 

*  Merging  with  Time,  Inc.  in  exchange  for  Time  convertible  preferred. 
+  Bought  Nov.  1977'g  42  as  a  replacement  for  Alcon  Lab. 


other  groups  I  recommended  in  August 
1977;  all  three  groups  are  shown  here.  I 
am,  of  course,  aware  that  most  stocks  are 
now  well  above  the  levels  of  Mar.  31. 
W  ould  I  still  buy  them?  My  answer  is 
yes — so  long  as  they  are  not  substantially 
above  my  original  prices  of  Aug.  31.  1977 
(see  table).  For  example.  Kodak  t Group 
B)  is  up  23%,  but  it  is  still  16%  behind 
the  August  price. 

Group  A.  the  list  which  ran  in 
Forbes,  consists  of  growth  stocks  of  the 
future  that  had  not  been  favorites  of  the 
institutions  but  which  were  among  the 
glamours  in  the  past. 

Group  B  lists  some  glamour  growth  | 
stocks  of  the  past  that  had  been  bid  up  to 
fantastic  prices  which  bore  little  relation 
to  intrinsic  values.  Those  prices  had  then 
declined  to  levels  justifving  their  pur- 
chase for  future  growth. 

Group  C  is  made  up  of  natural  re-t 
source  stocks,  such  as  gold,  silver,  urani- 
um, real  estate,  oil  and  gas.  which  were 
not  necessarily  thought  of  as  growth 
stocks,  but  the  companies  owned  valu- 
able physical  assets.  They  have  been  fea- 
tured in  my  New  Era  Portfolio  and  are 
considered  good  inflation  hedges. 

The  stocks  in  these  three  groups  arei 
unlikely  to  all  perform  well  at  the  same 
time.  I  am  unable  to  guess  the  ups  and 
downs  of  the  stock  market  and  I  have 
proven  to  my  own  satisfaction,  over  a: 
period  of  50  years,  that  it  is  not  necessaryl 
to  do  so  to  be  a  successful  investor.  Mj 
goal  was.  and  still  is.  to  be  right  in  my| 
selections  three  times  out  of  four. 

The  wide  variation  in  group  and  indi- 
vidual stock  performance  shown  here  il- 
lustrates the  importance  of  owning  a 
broad  diversification  of  stocks.  This  is 
especially  true  for  investors  who  wish  to 
hedge  against  the  extreme  fluctuations  in 
market  values  due  to  a  sudden  change  in 
political  or  economic  trends,  changes  in 
legislation  and  regulations,  and  the  state 
of  investors  emotions.  I  am  opposed  to 
frequent  changes  in  portfolio  holdings 
because  of  investors  inability  to  forecast 
these  rapid  changes,  as  well  as  the  high 
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Stock  Trends 


ost  of  brokerage  commissions  and  taxes, 
artieularly  capital  gains  taxes. 

For  the  seven-month  period  covered 
i  the  tables,  Group  A  increased  16.6%, 
iroup  B  declined  15.3%  and  Group  C 
icreased  11.2%.  The  combined  portfo- 
os  increased  4.2%.  During  the  same 
eriod,  changes  in  three  stock  indexes 
/ere:  Standard  &  Poor's  500  declined 
.8%,  the  New  York  Stock  Exchange 
idex  dropped  5.8%,  and  the  American 
tock  Exchange  index  increased  9.3%. 

The  following  stocks  are  also  among 
ly  holdings  and  could  be  used  as  addi- 
ions  or  substitutes  to  the  three  portfo- 
os:  C.R.  Bard,  Fleetwood,  Millipore, 
i.H.  Robins,  Seven-Up,  Teleprompter 
nd  Thermo  Electron. 

Looking  backward  after  seven  months, 
nth  the  benefit  of  new  developments 
nd  new  earnings  reports,  I  would  make 
nly  one  change  in  the  original  selection, 
nstead  of  picking  Sabine  in  Group  A,  I 
/ou\d  have  substituted  Riteaid.  In  my 
wn  accounts,  I  have  already  made  this 
witch.  I  would  have  deferred  purchase 
f  Houston  Oil  &  Mineral,  which  had 
lready  advanced  from  6%  to  a  high  of 
2%  and  then  had  only  declined  to  38  % 
y  Aug.  31,  1977;  at  that  price  it  was 
ery  vulnerable  in  a  bear  market.  I 
/ould  have  put  a  buy  limit  of  30,  and 
ecommended  buying  on  a  scale  down.  I 
/ould  have  deferred  purchase  of  East- 
lan  Kodak,  and  recommended  a  buy 
mit  of  52  and  the  purchase  on  a  scale 
own.  I  would  have  put  a  buy  limit  of  70 
n  Hewlett-Packard,  and  purchased  on  a 
cale  down.  In  my  personally  managed 
ortfolios,  I  have  been  scale  buying 
'.astman  Kodak,  Hewlett-Packard,  John- 
on  6-  Johnson,  Kerr-McGee,  K  mart, 
lewmont  and  Weyerhaeuser. 

My  investment  program  provides  for 
pproximately  50%  of  invested  capital  in 
ommon  stocks  and  50%  in  dollar  obliga- 
ions,  primarily  short  (up  to  three  years) 
nd  medium  (three  to  ten  years)  maturi- 
y.  I  would  not  buy  any  of  the  recom- 
nended  list  that  have  advanced  .50%  or 
lore  above  Aug.  31  market  values.  ■ 


Group  B 

No. 

8/31/77  

  12/31/77   

3/31/78  

of 

$10,000  Investment 

Market 

iVIat  Ktrl 

Shares 

Company               in  each  at  this  Price 

Price 

Value 

Price 

Value 

Black  &  Decker 

17% 

16 

$  9,280.00 

I  3  "4 

<t  q  1 1£  nn 

140 

Burroughs 

71V4 

72% 

10,202.50 

J7  /8 

a  -to-}  en 

207 

Digital  Equipment 

48% 

46% 

9,573.75 

jy/8 

ft  1  en  CI 

247 

Walt  Disney 

40% 

40 

9,880.00 

32% 

7,996.63 

162 

Eastman  Kodak 

61% 

51% 

8,282.25 

42% 

6,844.50 

/  jj 

Emery  Air  Freight 

39% 

41  % 

10,486.88 

j/  /2 

y,  jDZ.  jU 

187 

General  Electric 

53% 

49% 

9,326.63 

4t>v8 

ft  71  ft  ftft 
O,  /  1  o.  do 

126 

Hewlett-Packard 

79% 

73% 

9,229.50 

OZ78 

37 

IBM 

268% 

273% 

10,119.50 

235% 

8,713.50 

138 

Johnson  &  Johnson 

72% 

76% 

10,591.50 

68 

9,384.00 

326 

K  mart 

30% 

27% 

8,924.25 

7  1K\  OK 

/ ,  /  Oj.  ZD 

170 

Merck 

58% 

55% 

9,435.00 

48% 

8,266.25 

192 

Minn.  Mining  &  Mfg. 

52% 

48% 

9,312.00 

43% 

8,400.00 

394 

PepsiCo 

25% 

28 

11,032.00 

26% 

10,293.25 

324 

Polaroid 

30% 

26% 

8,464.50 

ZDV4 

234 

Revlon 

42% 

44% 

10,325.25 

39% 

9,184.50 

149 

Schlumberger 

67 

72% 

10,839.75 

66% 

9,964.38 

113 

Texas  Instruments 

88V2 

73% 

8,305.50 

63% 

7,189.63 

324 

Weyerhaeuser 

30% 

27% 

8,869.50 

22% 

7, 290.00 

190 

Xerox 

52% 

46% 

8,882.50 

A  17/ 
41  78 

7,956.25 

SUBTOTAL 

$200,000 

$191,362.76 

$169,417.90 

%  Change  since  inception 

-4.3% 

-15.3% 

%  Change  12/31/77-3/31/78 

-11.5% 

Group  C 

No. 

8/31/77  

  12/31/77   

3/31/78  

of 

$10,000  Investment 

Market 

Market 

Shares 

Company               in  each  at  this  Price 

Price 

Value 

Price 

Value 

784 

Alico 

12% 

1 5% 

$12,348.00 

1  /  7TB 

4 1 1  coo  nn 

-P  1  ->,OZZ.UU 

225 

AMAX 

44% 

36% 

8,156.25 

jH  74 

7  R1  ft  7£ 

580 

Anglo-Amer.  Gold  Inv. 

17% 

21% 

12,470.00 

Z  1  78 

1 0  Aft7  cn 

i  Z,OOV.  OU 

714 

Callahan  Mining 

14 

13% 

9,639.00 

14% 

10,442.25 

362 

Campbell  Red  Lakes 

27% 

34% 

12,534.25 

31% 

11,493.50 

1,212 

Day  Mines 

8% 

8% 

10,302.00 

1  U/8 

1 0  ft 77  en 
i  z,  0/ /  •  _>u 

1,454 

East  Driefontein  Gold 

6% 

8% 

12,722.50 

Q 

1  'j  nft^  nn 
I  3,Uoo.UU 

255 

Homestake  Mining 

39% 

36% 

9,307.50 

ft  7£.C  a 

169 

Kerr-McGee 

59 

46% 

7,900.75 

46 

7,774.00 

2,162 

Kloof  Gold  Mining 

4% 

6'/4 

13,512.50 

6 

12,972.00 

544 

Newmont  Mining 

18% 

17% 

9,452.00 

s   IO  /8 

n  f\A  a  nn 
y,  U44.  UU 

410 

Pittston 

24% 

23% 

9,532.50 

Z 1 

q  tin  nn 
0, 0 1U.  UU 

1,403 

Pres.  Steyn  Gold  Min. 

7% 

8% 

11,750.13 

I  U  /4 

1 i   1 on  7t 

1 4,  Sou.  /b 

296 

Randfontein  Estates 

33% 

44 

13,024.00 

4i)  74 

1 1  ~iQA  nn 
1  5,  jy4.UU 

615 

Ranchers  Exploration 

16% 

12% 

7,687.50 

1  £  1/ 
16'/4 

y,993. 75 

497 

Rosario  Resources 

20% 

19% 

9,753.63 

21% 

10,623.38 

334 

St.  Joe  Minerals 

29% 

31% 

10,604.50 

26% 

8,976  25 

298 

United  Nuclear 

33% 

28% 

8,381.25 

39% 

11,696.50 

714 

Vaal  Reefs 

14 

15% 

11,245.50 

17% 

12,405.75 

487 

West  Driefontein 

20% 

24% 

1 2, 1 1 4. 1  3 

24% 

11,748.88 

SUBTOTAL 

$200,000 

$212,437,89 

$222,412.39 

%  Change  since  inception 

+6.2% 

+  11.2% 

%  Change  12/31/77-3/31/78 

+4.7% 

TOTAL 

$600,000 

$642,189.41 

$625,121.06 

%  Change  since  inception 

+7.0% 

+4.2% 

%  Change  12/31/77-3/31/78 

-3.0% 

Standard  &  Poor's  500 

-1.7% 

-7.8% 

Amer.  Stock  Exchange  Index 

+8.4% 

+9.3% 

NYSE  Comp.  Index 

-0.8% 

-5.8% 

Money  And  Investments 


CALL 


638-1527 

or  (301)  547-2136  collect 

*  Incomp  may  be  subject  to  taxes 
in  some  states. 


A  no-load  fund.  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  1 00  East 
Pratt  Street,  Baltimore,  Maryland  21202. 

Depi  A<5 


ROWE  PRICE 
TAX-FREE  INCOME  FUND 


For  more  complete  information  including  management  tee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money 


Regular 

Quarterly 

Dividend 

65<?  per 

Common  Share 

Payable: 
June  15, 1978 
Record: 
May  19, 1978 
Declared: 
April  26, 1978 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


Is  The  Marke 
Always  Right 

By  Lucien  O.  Hooper 


I 


have  often  heard  Wall  Streeters  talk 
about  the  "bloodless  verdict"  of  the  mar- 
ketplace. The  connotation  of  this  phrase 
is  that  the  fluctuations  in  the  stock  mar- 
ket are  always  right,  and  that  when  in- 
vestors reason  otherwise  they  invariably 
get  into  trouble.  This  idea,  of  course, 
does  not  stand  up  when  one  assumes  that 
every  purchase  and  every  sale  in  the 
stock  market  is  based  on  someone's  con- 
viction that  the  market  is  wrong.  Theo- 
retically, all  purchases  are  made  because 
prices  are  too  low,  and  all  sales  are  made 
because  prices  are  too  high. 

Over  the  past  few  years,  what  may  be 
called  the  investment  intelligentsia  has 
debated  at  great  length  about  the  accura- 
cy of  the  marketplace.  Today  most 
economists  and  many  reputable  security 
analysts  maintain,  almost  angrily,  that 
the  recent  sharp  rise  in  common  stock 
prices  is  entirely  unjustified.  In  other 
words,  they  believe  that  the  prevailing 
verdict  in  the  marketplace  is  bloody — 
illogical — not  bloodless. 

The  issue  of  the  debate  that  the  eco- 
nomic intelligentsia  is  having  with  the 
rise  in  the  stock  market  will  be  deter- 
mined for  the  trader  rather  quickly;  for 
the  investor,  the  decision  will  be  de- 
layed. Of  course,  if  prices  march  back 
down  again  as  fast  as  they  have  marched 
up,  the  immediate  verdict  of  the  market- 
place for  those  who  seem  to  have  gained 
from  the  rise  will  be  that  the  verdict  is 
very  bloody  indeed. 

From  my  long  experience  I  feel  that  it 
is  futile  to  debate  whether  the  stock 
market  is  right  or  wrong.  The  two  in- 
stances in  my  career  when  it  has  been 
most  wrong  were  at  the  highs  of  Septem- 
ber 1929  and  at  the  lows  of  July  1932. 
Other  times  when  the  stock  market  has 
been  wrong  were  at  the  highs  of  June 
and  September  of  1937  and  at  the  lows  of 
April  1938. 

I  maintained  that  the  market  was 

Lucien  O.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  McKinnon  Securities 
Inc. 


"wrong"  in  the  early  months  of  this  yes 
You  might  reread  my  columns  whi 
appeared  in  Forbes  during  Februai 
March  and  April,  particularly  the  o 
titled  "The  Big  Bad  Wolf  in  the  Feb. 
issue,  when  I  wrote:  "The  weakness 
the  bear  case,  in  addition  to  the  fact  tl 
too  many  accept  it,  is  that  there  is  tl 
little  confidence  in  the  elasticity  and  d 
rability  of  our  everchanging  system."! 

The  reasoning  of  those  who  say  til 
this  year's  April-May  rise  in  stocks  lj 
been  wrong  is  based  on  the  belief  tl 
there  has  been  no  lessening  in  the  thrt 
of  higher  inflation,  higher  interest  raj 
and  economic  chaos.  Also  it  is  said  tl 
common  stocks  are  still  hurt  by  inflati 
rather  than  being  a  viable  hedge  agaii 
inflation.  These  people,  perhaps  uncd 
sciously,  contend  that  investment  ii 
science  based  largely  on  statistics  a 
mathematics  rather  than  an  art  based | 
nonmathematical  and  psychology 
applications. 

It  is  presumptuous  for  me  to  posej 
an  all-knowing  arbitrator  between  th\ 
two  extremes.  It  is  my  experience,  ho 
ever,  that  investment  is  sometime! 
science  and  sometimes  an  art.  It  is  a 
my  experience  that  whenever  one  g 
too  sure  of  anything,  or  too  stubba 
one  is  inviting  disaster. 

In  the  current  situation  it  seems  to 
that  most  of  the  stubbornness  is  on 
side  of  the  skeptics.  Of  course,  the  stt 
market  will  slow  down  over  the  ni 
term,  but  I  don't  think  it  will  fall  out 
bed.  Over  a  long  term,  months  rat! 
than  weeks,  I  believe  the  market  is  go 
to  go  higher;  and  I  don't  believe  that  i 
going  to  fall  back  where  it  was  in  the  f 
quarter  of  1978  when  it  was  discount 
disaster. 

The  steel  industry  is  still  havinj 
tough  time.  Sound  companies  like  I 
Steel,  Bethlehem  Steel  and  Natic 
Steel  have  not  been  doing  well  and 
not  doing  well  now.  On  the  other  ha 
there  are  at  least  three  companies  in 
industry  that  are  experiencing  ris 
profits:  Armco  Steel  (30)  earned  96  ce 
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rket  Comment 


ie  first  quarter  as  against  15  cents  a 
;  a  year  ago;  Nucor  Corp.  (36),  $1.38 
are  compared  with  80  cents;  and 
'ns  Steel  (31),  68  cents  a  share  com- 
d  with  57  cents. 

mco  Steel,  generally  rated  the  sixth- 
st  company  in  the  industry,  profit- 
fabricates  part  of  its  production,  is  a 
tantial  factor  in  stainless  and  other 
ialty  steels,  and  owns  the  old  Na- 
il Supply  Co.,  an  important  factor  in 
ell  specialties.  Lukens  Steel  is  high- 
lportant  in  thick  plates  used  in  nu- 
,  oil  and  chemical  applications.  Nu- 
is  a  fabricator  of  steel  items  that 
unter  little  foreign  competition, 
actically  all  the  savings  and  loan 
;s  are  selling  at  around  three  or  four 
s  earnings.  These  low  multiples  are 
partly  to  the  fear  that  these  compa- 
will  lose  deposits  to  the  big  money 
?rs  which  are  now  paying  high  rates 


.  I  don't  think  the 
rket  will  fall  out  of 
I  and  ...  I  believe 
>  going  higher  .  .  ." 

uch  funds,  and  partly  because  there 
suspicion,  probably  unjustified, 
t  the  quality  of  Pacific  Coast  real 
e  loans.  The  biggest,  and  perhaps 
best  savings  and  loan  company  is 
anson  (21).  Almost  every  one  of  the 
;  in  this  group  is  earning  substantial- 
lore  in  1978  than  in  1977.  In  my 
ion,  the  risks  in  these  stocks  at  these 
prices  are  not  large. 
•tna  Life  i?  Casualty  (40)  earned 
)  a  share  in  the  first  quarter  and 
is  on  the  way  to  earning  more  this 
than  the  $7.77  a  share  reported  for 
.  Ford  (50)  seems  likely  to  earn  bet- 
ihan  $10  a  share  this  year.  Trans 
\d  Airlines  (19)  earned  $3.83  a  share 
year  and  should  earn  around  $5  a 
S  this  year.  Other  low  price-earn- 
ratio  stocks  are  Alcan  (28),  Loews 
Cone  Mills  (33),  KLM  (65)  and 
'ern  Pacific  Industries  (26). 
ie  paper  group  seems  destined  to  do 
ir.  Prices  for  some  paper  items  are 
lizing.  Most  of  the  paper  companies 
huge  reserves  of  timber,  and  timber 
v  of  the  best  hedges  against  inflation 
use  standing  timber  grows  faster 
money  declines.  Louisiana  Pacific 
is  one  of  my  favorites.  The  contain- 
ard  industry  has  been  especially  de- 
sed.  w  hich  has  hurt  Inland  Contain- 
6)  and  Westvaco  (26). 
lese  two  stocks  look  like  an  opportu- 
to  buy  straw  hats  in  January.  ■ 


Send  today  for  United's  Special  Report 

17  Stocks  we  believe  are 
heading  for  a  major  upturn 

Current  Market  action  appears  to 
offer  unusual  buying  opportunity. 

9  strong  leaders  in  their  fields 

The  9  stocks  in  the  Special  United  Report  now  show  strong 
evidence  they  have  begun  a  major  upturn.  And  the  fact  they  are 
coming  off  long-term  down-trends  that  carried  them  40%  to  80%  off 
their  former  highs  makes  them  even  more  attractive  in  our  opinion. 
These  are  good  companies  with  strong  fundamentals,  who  are 
leaders  in  their  fields  and  have  been  growing  steadily,  even  though 
their  stocks  have  not.  For  instance: 

•  A  combination  of  strong  management  controls  and 
expansion  has  keptthis  company  profitable  year  after  year. 

•  Company  has  tripled  sales,  more  than  tripled  net  income 
and  more  than  quadrupled  shareholder's  equity  since  1971. 

•  Possible  takeover  candidate  selling  some  60%  below 
earlier  highs.  Has  considerable  recovery  appeal  on  its 
own  merit. 

8  low-priced  speculations  for  profit 

Here  are  8  good  companies  which  are  prospering  and  growing, 
yet  are  selling  low  enough  to  sport  price-earnings  ratios  of  7  or 
below. 

So  while  they  are  speculative,  it  would  seem  the  downside  risk  is 
limited  somewhat.  But  what  makes  them  so  attractive  is  the  capital 
gains  which  could  be  realized  from  their  low  prices  now. 
Meanwhile,  they  make  lots  of  money.  For  instance: 

•  This  manufacturer's  earnings  jumped  38%  in '77  and 
seem  headed  for  another  25%  jump  this  year.  Yet,  its  stock 
sells  below  book  value  at  11. 

•  This  retailer  enjoyed  its  13th  consecutive  year  of  record 
profits  while  net  rose  an  average  of  17%  annually  the  last  5 
years.  Now  at  10. 

•  This  petroleum  industry  supplier  doubled  its  plant  size 
while  profit  rose  32%  in  '77  and  heads  for  another  30%  gain 
this  year.  Stock  now  is  8. 

A  classic  buying  opportunity? 

We  believe  both  of  these  groups  represent  classic  buying 
opportunities  if  you  do  not  wait  too  long.  We  urge  you  to  examine 
the  risk  and  profit  possibilities  for  yourself  and  pick  those  which 
best  meet  your  own  objectives.  Mail  the  coupon  today  for  this 
timely  Special  Report.  You  will  also  receive  a  full  4-week  Guest 
Subscription  to  United  Reports,  a  $9  value  in  itself. 

Send  no  money — we  will  bill  you  later. 


MAIL  THIS  COUPON  TODAY 


Narne. 


Address- 
City  


.State. 


-Zip_ 


Not  assignable  without  your  consent 


Please  send  Special 
Report.  "17  Stocks 
Heading  for  Upturn" 
plus  a  4-week  Guest 
Subscription  to  United 
Reports.  I  understand 
I  will  be  billed  $3. 
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Money  And  Investments 


Stock  Comments 


I  ever  before  have  so  many  bears 
been  converted  into  bulls  in  such  a  short 
time  as  when  the  stock  market  exploded 
last  month  with  a  sparkling  display  of 
fireworks.  Wall  Street  had  to  have  a  bit 
of  flamboyance.  After  long  months  of 
hibernation  this  was  needed  evidence 
that  The  Street  was  still  alive  and  well. 

It  probably  was  no  surprise  to  anyone 
that  these  newly  born  bulls  had  a  strong 
inclination  to  act  like  sheep.  This  had 
been  noted  a  number  of  times  in  recent 
years.  It  explains  why  the  bandwagon 
moves  so  darn  fast  once  it  gets  going. 

Yet,  while  the  charts  showed  an  ex- 
traordinarily steep  advance,  to  me  the 
actual  net  gains  seem  not  quite  commen- 
surate with  the  huge,  unprecedented 
volume.  I  cannot  prove  it,  but  I  suspect 
that  institutions  used  their  ample  liquid 
funds  not  only  to  buy  stocks,  but  also  to 
trade  stocks  in  very  large  amounts,  hop- 
ing to  sweeten  their  generally  mediocre 
investment  performance  with  trading 
profits. 

Although  the  market's  sudden  upturn 
was  surprising,  it  was  not  entirely  unex- 
pected. The  crucial  factor  was  the  real- 
ization by  the  Carter  Administration  that 
the  dollar  problem  was  much  too  serious 
to  be  treated  with  benign  neglect.  Once 
the  dollar  regained  a  fair  degree  of  stabil- 
ity, foreign  investors  recognized  that 
U.S.  stocks,  bought  with  Swiss  francs, 
marks  or  yen,  seemed  incredibly  cheap. 
With  the  exchange  risk  minimized,  at 
least  temporarily,  foreign  investors  be- 
gan to  take  a  constructive  view  of  our 
market  for  the  first  time  in  a  long  while. 
Whether  they  triggered  the  April  explo- 
sion is  hard  to  say,  but  there  is  no  doubt 
that  their  buying  helped  a  lot. 

When  there  is  a  fast-moving  market 
such  as  we  have  had  in  recent  weeks,  it  is 
disheartening  to  see  stocks  in  one's  port- 
folio just  sit  there  and  not  participate  in 
all  the  fun.  I  am  not  referring  to  utilities 
and  other  income  stocks,  which  are  sup- 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott  Inc. 


When  Bears 
Become  Bulls 

By  Heinz  H.  Biel 

"  . .  .If  [you  have  stocks]  that  don't  do  what  they're  sup- 
posed to  do,  this  is  the  time  to  kiss  them  goodbye  . . ." 


posed  to  pay  dividends  rather  than  be 
active,  but  to  stocks  which  one  buys  for 
their  appreciation  potential.  Well,  if 
they  don't  do  what  they're  supposed  to 
do,  this  is  the  time  to  kiss  them  goodbye. 

Almost  four  years  have  passed  since 
my  last  comment  on  Boeing  (47).  This 
does  not  reflect  any  diminution  of  affec- 
tion on  my  part.  I  wish  all  the  stocks  that 
I  have  mentioned  here  over  the  years 
had  given  me  as  little  reason  for  concern 
as  did  Boeing.  But  is  it  still  good  to  hold 
or  even  a  good  buy? 

In  mid-1974  Boeing  sold  at  9  (adjusted 
for  last  year's  stock  split)  on  earnings 
estimated  at  $1.50  a  share  for  that  year. 
What  had  impressed  me  so  favorably  at 
the  time  was  the  company's  dramatic 
debt  reduction,  its  rising  earnings  trend 
(after  a  long  period  of  very  lean  years) 
and  its  growing  commercial  backlog. 

This  picture  has  been  getting  prettier 
year  after  year.  Debt  is  down  to  $104 
million  (from  $600  million  in  1970)  and  is 
insignificant  when  related  to  an  equity  of 
$1.2  billion;  cash  items  now  exceed  $1 
billion;  per-share  earnings  may  reach, 
and  possibly  could  exceed,  $6  a  share; 
and  the  order  books  are  full. 

The  equipment  of  all  the  world  s  air- 
lines is  aging  and  will  need  moderniza- 
tion and  replacement.  Remember,  the 
first  Boeing  707s  are  over  20  years  old 
and  obsolescent.  Of  course,  Boeing  is 
not  without  competition,  but  I  believe 
there  will  be  enough  business  for  years 
to  come  for  all  makers  of  commercial 
aircraft — McDonnell  Douglas,  Lock- 
heed, the  French-German  Airbus,  etc. 
No  airline  can  afford  to  allow  its  fleet  to 
be  uncompetitive.  Whether  the  industry 
likes  it  or  not,  new  equipment  is  an 
inevitable  must. 

Today  the  stock  of  Boeing  is  selling  at 
seven  or  eight  times  this  year's  estimated 
earnings.  Although  its  price  is  higher, 
much  higher,  than  it  was  four  years  ago, 
the  price/earnings  ratio  has  risen  only 
moderately.  The  dividend  rate  of  $1.20 
is  also  a  great  deal  higher  than  it  was 
then,  and  it  mav  be  raised  before  the 


year  is  out.  But  this  isn't  a  stock  one  buys 
for  income.  In  brief:  I  still  like  Boeing. 

The  two  cosmetic  giants,  Avon  Prod- 
ucts (54)  and  Revlon  (45),  both  billion- 
dollar  companies,  just  keep  growing 
along.  First-quarter  sales  and  earnings 
set  new  records,  of  course.  You  wouldn't 
expect  anything  else. 

The  two  stocks  bounced  back  strongly 
from  their  March  lows  and,  at  present 
levels,  they  are  not  cheap  by  the  stan- 
dard of  the  average  stock's  multiple.  But 
neither  Avon  nor  Revlon  are  "average," 
and  a  premium  price  is  merited.  The  two 
companies  had  almost  identical  per- 
share  earnings  ($3.40  for  Avon  and  S3. 38 
for  Revlon)  for  the  past  12  months,  but 
Revlon  s  sales  and  profits  are  growing  at 
a  faster  pace.  Avon,  on  the  other  hand, 
now  gives  stockholders  a  far  more  liberal 
dividend. 

The  renaissance  of  NCR  Corp.  (51)  is 
becoming  increasingly  impressive.  The 
company  seems  to  have  regained  much 
of  the  dynamism  of  the  old  National  Cash 
Register  Co.  of  decades  ago.  Space  limi- 
tations make  it  difficult  to  spell  out  in 
detail  the  areas  in  which  NCR  is  achiev- 
ing prominence.  Therefore,  just  look  at 
the  record  of  the  past  few  years  and  the 
analysts'  projections  for  .  this  year  and 
next,  and  for  background  ask  NCR  for  its 
1977  annual  report. 

After  the  disastrous  writeoff  year  of] 
1972,  resulting  in  a  pretax  loss  of  nearly 
$100  million,  NCR  is  once  again  in  good 
financial  health.  While  debt  is  still  fairly 
high,  the  company's  equity  is  twice  as 
large  and  working  capital  seems  ample. 

NCR  is  now  selling  at  its  best  price 
since  1970  (when  the  stock  reached  86  on 
1969  earnings  of  $2.11  and  a  dividend  of 
a  mere  66  cents),  but  the  current  price 
may  be  fully  justified:  Profits  could  reach 
$6.50  a  share  this  y  ear  with  at  least  an- 
other dollar  added  in  1979.  The  indicat- 
ed earnings  multiple  for  1978  is  about 
8.2,  roughly  the  same  as  for  the  Dow 
Jones  industrial  average.  For  compari- 
son, IBM's  multiple  is  a  littie  over  13  and 
that  of  Burroughs  is  about  11.  ■ 


alue  Line  looks  at . . . 

i/lajor  Stocks 

With 
VE's  Under  5 

And 
lelds  Over  6% 

us  the  potential  to  double  in  price 
ithin  3  to  5  years. 

nong  1700  major  stocks  under  its  continuing  re- 
jw,  The  Value  Line  Investment  Survey  now  finds  .  .  . 
150  stocks  are  selling  at  less  than  5  times  esti- 
mated current  earnings  .  .  .  compared  with  past 
P/E  ratios  up  to  10  times  or  higher. 

1 10  of  these  low-P/E  stocks  also  offer  Appreciation 
Potentials  in  the  next  3  to  5  years  of  more  than 
100%.  .  .  based  on  Value  Line's  estimates  of  their 
earnings  and  P/E  ratios  in  that  future  span.  (30 
offer  long-term  Appreciation  Potentials  of  more 
than  200%.) 

In  addition,  a  significant  minority  of  these  "com- 
bination" stocks  currently  yield  from  6%  to  8.6%, 
based  on  our  estimate  of  dividends  in  the  12 
months  ahead.  (In  many  of  these  stocks,  moreover, 
we  look  for  sizable  dividend  increases — from  50% 
to  100% — in  the  next  few  years.) 
it  we  urge  you  nor  to  leap  into  stocks  like  these, 
od  as  they  may  sound,  without  also  checking  Value 
le's  current  ratings  for  Probable  Price  Performance 
d— most  importantly— Safety.  This  is  easy  to  do: 

PDATED  EVERY  WEEK 

ery  week,  Value  Line's  regular  Summary  &  Index 
esents  up-to-date  ratings  of  EACH  of  1700  stocks 
ative  to  all  the  others,  as  follows  .  .  . 
)  Rank  for  Probable  Price  Performance  in  the  Next 

12  Months— ranging  from  1  (Highest)  down  to  5 

(Lowest). 

)  Ratings  for  Investment  Safety  (from  1  down  to  5). 

)  Estimated  Yield  in  the  Next  12  Months. 

)  Estimated  Appreciation  Potential  in  the  Next  3  to 
5  Years— showing  the  future  "target"  price  range 
and  percentage  change  from  current  price. 


P/E  ratio  and  current  price,  plus  estimated  annu- 
al earnings  and  dividends  in  current  12  months. 
Also  latest  quarterly  results  against  a  year  ago. 


LUS  FULL-PAGE  REPORTS 

addition,  each  of  the  1700  stocks  is  the  subject  of  a 
mprehensive  new  full-page  Rating  &  Report  at  least 


once  every  three  months— including  22  series  of  vital 
financial  and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead.  About  130  new  full- 
page  Reports  like  this  are  issued  each  week  .  .  .  1700 
every  13  weeks.  All  this  material  is  so  organized  in 
your  binder  that  you  can  quickly  turn  to  a  continually 
updated  report  on  almost  any  leading  stock. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line  Investment 
Survey  (with  30-day  money-back  guarantee)  for  the 
next  10  weeks  for  only  $29— about  HALF  the  regular 
rate— if  no  one  in  your  household  has  subscribed  in 
the  past  two  years.  And  you  get  these  2  bonuses: 


BONUS  #1— Value  Line's 
2400-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks.  .  .  .  fully 
indexed  and  looseleaf-bound 
for  easy  reference,  and  sys- 
tematically updated  by  new 
full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a  min- 
ute a  week. 


Investing  in 
Common  Stocks 


The  Value  Lint  Raul. net 
and  other  (  ritena  of 
Slock  Value 


BONUS  #2 — Investing  in  Common 
Stocks,  by  Arnold  Bernhard,  Value 
Line's  founder  and  research  chief, 
revealing  methods  of  stock  evaluation 
that  took  decades  to  develop.  You 
KEEP  this  book  even  if  you  return  the 
other  material  for  your  money  back. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in 
the  management  of  your  investments. 

To  accept  this  invitation — and  to  pinpoint  the  current 
list  of  low-P/E  "combination"  stocks  referred  to  above 
—mail  the  coupon  today. 


,.-  ^ 

The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc. 
5  E.  44th  St.  New  York,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two  years) 
and  send  me  the  two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be  accompanied 
by  payment.) 

SPECIAL  EXTRA  BONUS 

This  famous-make  pocket-size  ELECTRONIC 
CALCULATOR  (with  full  memory)  given  to  you 
when  you  order  The  Value  Line  Investment 
Survey  for  one  year— and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  enclosed  — 
send  me  the  CALCULATOR  as  my  extra  special  bonus. 
(There  are  no  restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for  $295. 
(Does  not  include  the  calculator.) 

SIGNATURE 
NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY 


STATE 


ZIP 


GUARANTEE:  If  dissatisfied  for  any  reason.  I  may  return  material 
within  30  days  for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assignable.  Foreign  rates  on- 
request  (NY  residents  add  sales  tax.) 
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COMMON  STOCK 
SPLIT 


Money  And  Investments 


The  Board  of  Directors  of 
ENSERCH  Corporation  on  April 
18,  1978,  authorized  a  3-for-2 
COMMON  STOCK  SPLIT  to  be 
distributed  on  May  12,  1978,  to 
shareholders  of  record  at  the 
close  of  business  on  April  21, 
1978.  The  Directors  also  de- 
clared an  INCREASE  in  the 
quarterly  dividend  to  34  cents 
per  new  share  of  common  stock 
payable  on  June  5,  1978,  to 
shareholders  of  record  on  May 
25,  1978.  This  represents  the 
ninth  increase  in  the  cash  div- 
idend since  early  1 970.  The  prior 
rate,  adjusted  for  the  split,  was 
30  cents. 

For  additional  informa- 
tion, please  write  to  Benjamin 
A.  Brown,  Vice  President,  Fi- 
nance, and  Treasurer,  Dept. 
C,  301  South  Harwood,  Dal- 
las, Texas  75201 


CORPORATION 


Common  Stock 
Dividend 

The  Board  of  Directors  of 
Central  and  South  West 
Corporation  on  April  20. 1978. 
declared  a  regular  quarterly 
dividend  of  thirty-three  and 
one-half  cents  (331 2C)  per  share 
on  the  Corporation's 
Common  Stock.  This  dividend  is 
payable  May  31. 1978,  to 
stockholders  of  record 
April  28, 1978. 

John  E.Taulbee 

Executive  Vice  President  and 
Chief  Financial  Officer 


Central  and  South  West 
Corporation 

2700  One  Main  Place  •  Dallas.  Texas  75250 

System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


lost  of  the  money  sunk  into  Scotch 
\vhisk\'  by  small  American  investors  re- 
sponding to  mail  solicitation  has  been 
lost,  and  many  of  the  transactions  have 
been  fraudulent. 

The  racket  usually  involves  one  or 
more  of  the  following  elements: 

•  The  whisky  is  sold  for  several  times 
the  going  rate  for  whisky  of  similiar  qual- 
ity. For  example.  Strathmore  Distiller) 
Co.,  Ltd.  of  Glasgow  (not  to  be  confused 
with  the  Strathmore  Scotch  exported  by 
Henderson  &  Turnbull  Ltd.  |  has  solicited 
investment  from  Americans  by  mail  and 
has  charged  far  more  than  market  price. 

•  Far  from  being  supervised  in  bond- 
ed warehouses,  as  brokers  indicate, 
sometimes  no  whisky  exists  at  all.  The 
promoter  simply  issues  false  documents. 

•  Even  when  whisky  exists,  it  often  is 
not  of  the  specified  quality.  For  instance, 
many  buyers  are  told  that  they  are  get- 
ting malt  whisky,  and  instead  are  given 
grain  whisky  or  a  blend.  In  Scotland  you 
can  mix  grain  whiskys  with  less  than  one- 
third  of  1%  of  malt  whisk\  and  call  the 
resulting  blend  "Glengargle."  or  any 
other  name  that  suits  you.  Unfortunate- 
ly, the  market  for  such  an  ad  hoc  blend  is 
uncertain,  since  companies  prefer  to  do 
their  own  blending. 

•  If  the  whisky  does  exist,  title  is  of- 
ten not  legally  transferred  to  the  Ameri- 
can owners.  This  practice  was  reportedly 
followed  by  McNeal  Trading  Co.  and 
Millbank  Trading  Co..  both  of  which  are 
in  Bayside.  N.Y. 

•  American  investors  have  bought 
young  whisky  in  the  belief  that  it  is 
"green"  and  will  gain  from  aging.  Actual- 
ly, only  a  small  proportion  of  the  grain 
whisky  used  in  blends  is  older  than  six 
years.  After  that,  you  can  usually  expect 
evaporation  without  appreciation. 

•  Although  whisky  brokers  often 
claim  that  prices  rise  20%  to  25%  a  year, 
the  price  of  aged  whisky  over  the  last  20 

John  Train  is  president  of  Train.  Smith,  In- 
vestment Counsel.  Sew  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


The  Scotch 
Whisky 
"Investment 
Scandal 

By  John  Train 

years  has  declined  steeply. 

•  There  are  continuing  charges  <x 
nected  with  the  ownership  of  whisl 
notably  storage  and  insurance.  If  y 
don't  keep  up  the  payments,  the  whb 
can  be  sold  out  from  under  you. 

•  When  you  come  to  sell,  almost  r 
body  is  interested  in  your  cask  or  t| 
particularly  since  thousands  of  desperi 
Americans  now  want  to  sell  their  sm 
holdings.  It's  as  though  you  wanted| 
sell  one  barrel  of  crude  oil. 

•  II  the  investor  does  find  a  broken 
take  the  product  off  his  hands,  he  rr 
wait  a  year  or  more  to  get  paid,  as  hi 
pened  to  customers  of  Craigmhor  \\1f 
ky  Marketing  Ltd.  of  Glasgow.  Or 
may  not  get  paid  at  all. 

Here  is  a  case  history  as  reported! 
the  U.S.  Consulate  in  Edinburgh  I 
year:  A  man  called  Jonathan  Clay 
started  selling  whisky  warehouse 
ceipts  from  his  London  apartment  urn 
the  name  of  Angus  MacPherson  cV  Coi 
1971.  He  used  as  his  principal  agent^ 
this  country  Scotch  Whisky.  Ltd 
Providence,  R.I.  and  Walter  Irwin  N 
ler  Jr.  of  La  Mesa.  Calif. 

When  the  investor  sent  in  his  moU 
he  would  get  an  invoice  from  An; 
MacPherson.  showing  charming  bl« 
names,  such  as  "Glenvale."  with  inve 
ed  cask  numbers,  together  with  a  tra 
fer  order  to  Ross  &  Cameron.  Ltd 
Leith.  Scotland.  This  concern  I 
owned  by  one  Henry  Ost  of  Lond 
who  was  in  collusion  with  Clayton.  I 
6c  Cameron  had  no  office  or  facilitie 
Leith.  Ost  simply  had  the  post  ofi 
forw  ard  the  mail  to  him  in  London 
&  Cameron  then  sent  the  investo 
confirmation  of  the  transfer. 

From  time  to  time  Angus  MacPheB 
would  send  the  investor  enthusiastic 
ports,  which  the  investor  had  no  \va; 
checking.  Ross  &  Cameron  kept  a  < 
tain  amount  of  grain  whisk)  in  Scotl) 
warehouses,  chiefly  at  Arbuckle  Smit 
Co.,  Ltd.,  Glasgow  (now  called  Ca 
Bonded  Warehouses).  If  an  investor 
tually  turned  up  in  Scotland  and  aska 
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Vanguard  asks... 

Would  you  rather  follow 
the  Wall  Street  herd? 
Or  lead  it? 

If  you're  comfortable  investing  twenty  years,  send  for  the  Fund's 

along  with  the  crowd,  you  have  latest  Annual  Report.*  It  may 

many  investment  alternatives.  explain  why  individual  and  cor- 

But  Windsor  Fund  is  NOT  one  porate  investors  alike  have  chosen 

of  them.  Windsor  Fund. 

That's  because  Windsor  Fund  •  NO  SALES  COMMISSION 

seeks  long-term  capital  growth  •  NO  REDEMPTION  FEE 

and  income  by  investing  in  For  free  information  without 

securities  currently  out  of  favor,  obligation,  inail  coupon.  Or  call 

overlooked  and  undervalued.  toll-free:  (800)  523-7910.  In  Penn- 

That's  Windsor  Fund's  inde-  sylvania.  call  collect:  (215) 

pedent-minded  strategy.  To  see  293-1100. 

how  well  it's  worked  for  the  last  'October  31,  1977 


•WINDSOR 


WINDSOR  FUND,  Box  1100,  FUND 
Drummer's  Lane,  Valley  Forge,  Pa.  19482 

Please  send  me  the  latest  Windsor  Fund  Annual  Report  Also  please  send  more  com- 
plete information  including  advisory  fees  and  distribution  charges  and  a  Prospectus  so 
that  I  may  read  it  carefully  before  I  invest  or  send  money. 

FORN-400 


A  MEMBER  OF  Print 

.Vanguard 

GROUP 

OF  INVESTMENT  COMPANIES 


Address  _ 
Citv  


State  Zip . 


Public  Service  Electric  and  Gas  Company 
declares  its  dividends  for  the  quarter 
ending  June  30, 1978 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  June  30,  1978: 


Class 
of  Stock 

Common 
$1.40  Dividend 
Preference  Common 

Cumulative  Preferred- 

$100  Par 
4.08%  Series 
4.18%  Series 
4.30%  Series 
5.05%  Series 
5.28%  Series 
6.80%  Series 
7.40%  Series 
7.52%  Series 
7.70%  Series 
7.80%  Series 
8.08%  Series 
8.16%  Series 
9.62%  Series 

12.25%  Series 
Cumulative  Preferred- 

$25  Par 
8.70%  Series 
9.75%  Series 


Dividend 
Per  Share 

$  .53 


$  .35 


$1.02 
1.045 
1.075 
1.2625 
1.32 
1.70 
1.85 
1.88 
1.925 
1.95 
2.02 
2.04 
2.405 
3.0625 


.5438 
.6094 


All  dividends  are  payable  on  or 
before  June  30,  1978  to  stock- 
holders of  record  May  31,  1978. 

MALCOLM  CARRINGTON,  JR. 
Vice  President  and  Secretary 


Newark,  New  Jersey 


Market  Trends 


Ragamuffins  Revisited 


By  Martin  T.  Sosnoff 


".  .  .  Analystsare  still  asleep  attheswitch.  .  .  .  Myshirtless 
wonders  have  outshined  the  best  and  the  brightest .  . ." 


Money  And  Investments 


months  ago  Forbes.  Dec.  IS, 
2977)  I  said:  The  historically  overpriced 
growth  stocks  as  a  group  will  outperform 
the  market,  but  my  batch  of  ragamuffins 
will  outperform  all  of  them.  I  said.  too. 
that  "a  benevolent  change  in  market  psy- 
chology finally  has  a  chance  to  catch  on. 
The  new  leaders  in  the  market  could 
possibly  become  the  old  leaders  at  dis- 
counted price  tags. 

Ragamuffins,  come  forth!  My  shirtless 
wonders,  you  have  nothing  to  lose  but 
your  modesty  ,  for  you  have  outshined 
the  best  and  the  brightest.  As  the  table 
(right)  shows,  my  handful  of  gold  dust 
rose  21^.  The  highest-multiple  growth- 
ies  were  down  2%.  approaching  the  mar- 
ket s  experience  of  a  1**  decline. 

All  the  stocks  in  both  lists  showed 
impressive  dividend  action.  American 
Medicorp  sold  out  to  Humana,  the  high 
bidder  Reliance  Group  doubled  its  divi- 
dend and  even  General  Reinsurance  suc- 
cumbed to  shareholder  pressure  and 
doubled  its  payout.  The  compounding  of 
dividends  is  Wall  Street  s  latest  rationale 
for  stock  ownership  and.  in  the  long  run. 
makes  sense.  It  is  what  stirs  interest  in 
IRM.  Xerox  and  many  other  growthies 
yielding  close  to  5^.  sporting  cash-laden 
balance  sheets  and  little  debt 

Now  it  is  Wall  Street  s  wisdom  that  the 
secondary  issues  must  succumb  to  the 
narrowing  of  the  gap  between  the  growth 
and  value  segments.  Further,  it  is  said,  if 
the  market  declines,  the  ragamuffins  will 
fall  out  of  bed.  and  if  the  market  continues 
to  advance,  leadership  will  pass  to  the 
quality  fist.  If  you  believe  this,  turn  the 
page.  Secondaries  still  draw  little  re- 
search interest  from  Wall  Street. 

Analysts  are  still  asleep  at  the  switch. 
They  forecasted  Syntex  earnings  per 
share  at  S2.20  for  the  fiscal  year;  it  looks 
like  $2. SO.  Meanwhile,  they  overshot 
IBM's  numbers  and  were  shocked  out  of 
their  shoes  by  Sears  quarterly  disaster. 


Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp..  Sew  York,  and  the  author  of 
Humble  on  Wall  Street. 


With  the  economy  in  a  zone  of  slower 
growth,  it  is  impossible  for  anyone  to 
figure  marginal  productivity  and  how  it 
affects  profit  margins,  up  or  down. 

Rather  than  be  drawn  into  the  debate 
over  whether  primary  or  secondary  goods 
is  preferred,  an  understanding  of  why  the 


Top  Performers 

Up   21%,  the 

Ragamuffins 

have  beat  out  the  Growthies 

(a  2%  decline) 

in  Sosnoff's 

six-month  performance  race. 

Pnc*» 

GROWTHIES 

112177  *217S 

Automatic  Data  Proc. 

28  29 

Senium  berg  er 

70  68 

K  mart 

29  27V, 

General  Reinsurance 

172  156 

McDonald's 

50  50 

S&P's  500  Stocks 

95  94 

Average  Price  Change  -2% 

Standard  &  Poor's  -1% 

Prices 

RAGAMUFFINS 

112177  4.2178 

Getco 

8  8 

Reliance  Group 

24  33 

Clorox 

14!/2  13 

American  Medicorp 

15Vk  24 

Syntex 

20Vi  25 

Average  Price  Change  -»-21% 

market  prefers  certain  classes  of  securi- 
ties is  needed.  The  biggest  issue  facing 
stock  prices  is  the  perception  of  the  rate  of 
inflation  in  the  country.  The  Administra- 
tion has  pushed  it  up  and  is  now  trying  to 
talk  it  down.  As  for  the  consensus  on 
inflation,  the  figure  was  too  low  at  the 
start  of  the  year.  So  7  °k  is  closer  to  reality 
than  6^.  and  it  is  unlikely  to  work  lower 
but  could  work  higher.  Some  think  it 
could  end  up  near  9^  by  I960. 

What  is  one  to  do  if  the  nine-per- 
centers are  closer  to  the  truth  than  the 
six-percenters?  Obviously,  you  don  t 
want  to  own  stocks  selling  at  a  premium 
to  book  value  with  little  debt  on  the 
books.  It  explains  why  Xerox  is  better 


than  IBM.  and  why  Telephone  has  been 
an  even  better  investment.  The  big  T 
sells  close  to  book  value  and  is  a  very 
efficient  company.  Productivity  has  been 
incredible  for  telephone  utilities  in  re- 
cent years,  and  their  return  on  grossl 
plant  has  risen,  which  is  the  critical  in- 
vestment variable.  You  should  own  only 
companies  selling  close  to  book  with 
above-average  returns  on  gross  plant, 
the  sine  qua  non  of  inflation  hedges.  If] 
there  is  more  inflation,  their  gross  plant  I 
in  place  is  worth  more,  and  the  high 
return  on  assets  allows  dividends  to  grow 
faster  than  the  rate  of  inflation  The) 
problem  until  now  with  growth  stocksj 
has  been  the  substantial  premium  oven 
book  value.  As  this  ratio  is  w  hittled  downj 
by  the  market,  their  investment  attrac-t 
tiveness  begins  to  shine. 

A  word  on  the  explosive  rally  of  mid-1 
April.  Who  is  to  say.  as  yet.  whether  it  is 
the  real  thing?  For  me.  it  signals  tbei 
tremendous  latent  demand  for  stocks  oni 
the  Big  Board  from  a  worldwide  group  of 
players.  The  dollar  is  undervalued  Ev- 
eryone smells  it  and  is  reordering  inv  est-^ 
ment  priorities.  Unless  you  think  thei 
country  is  moving  from  a  4-ply  tissued 
operation  toward  a  corn  husk  society,  the 
starting  whistle  has  blown. 

The  sociology  of  stock  ownership  has 
begun  to  change  again,  and  it  foreshad-* 
ows  fresh  money  for  stocks.  The  individ- 
ual investor  has  been  a  net  seller  foe 
almost  a  generation,  but  this  source  oi 
supply  is  drying  up.  Many  institutions 
hav  e  sold  down  to  the  sleeping  level,  and 
the  offshore  investor  has  nothing  but 
paper  money  bulging  out  of  his  pockets. 
Unless  interest  rates  and  inflation  soas 
beyond  the  consensus,  the  market  is  no! 
going  much  below  S00. 

Early  in  April  the  dollar  was  dropping 
1%  a  day  relative  to  the  yen.  and  the 
market  refused  to  budge  below  750.  B 
was  like  Ah  on  the  ropes  taking  every- 
thing the  young  challenger  could  peppei 
him  with,  and  then  counterpunching  his 
way  out  of  the  fight.  I  expect  w  e  will  be 
using  4-ply  tissue  for  another  50  years.  • 
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Its  like  reading 
your  boss's  mind 


he  man  whose  job  you're  after  reads 
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SOUTHERN  NATURAL 
RESOURCES.  INC. 

Birmingham.  Alabama 
Common  Stock  Dividend  So.  20 

A  regular  quarterly  dividend  of  26' 4 
cents  per  share  has  been  declared  on 
the  Common  Stock  ot  Southern  Natu- 
ral Resources,  Inc..  payable  June  14. 
1978  to  stockholders  of  record  at  the 
close  of  business  on  May  31,  1978. 

RONALD  L.  KUEHN.  |R. 
Secretary 


Dated  April  28.  1978 


en  who 
must 


their 
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Forbes: 
capitalist  tool 

QUARTERLY  DIVIDENDS  SINCE  f93S 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  42V4C  per 
share  on  the  outstanding  Common 
Stock,  payable  on  June  1.  1978  to 
stockholders  of  record  on  May  10, 
1978.  The  transfer  books  will  not 
z  :se 

April  27.  1978 

RAMSEY  E.  JOSLiN. 
Vice  President-Financial 


A  Time  To 
Take  Risks? 


I 


n  1S41  Charles  McKay  authored  a 
book  entitled  Extraordinary  Popular 
Delusions  and  the  Madness  of  Crouds 
that  should  be  required  reading  for  all 
who  invest  in  the  securities  markets. 
This  thought-provoking  book  describes  a 
variety  of  manias,  including  several  in- 
vestment follies  which  occurred  in  Hol- 
land. France  and  England  during  the 
17th  and  15th  centuries.  Each  of  these 
incidents  resulted  in  massive  Specula- 
tion, followed  by  a  period  of  spectacular 
collapse  and  ultimate  retribution. 

Lnfortunately .  man  does  not  seem  to 
learn  from  his  mistakes,  and  we  insist  on 
preserving  our  right  to  repeatedly  make 
fools  of  ourselves.  In  fact,  over  the  past 
decade,  we  have  created  enough  delu- 
sions in  the  investment  area  to  fill  a 
sequel  to  McKay  s  original  work. 

Starting  in  the  late  1960s,  a  novel  the- 
ory expressing  concern  over  the  shortage 
of  stocks  produced  the  speculative  rise  in 
the  new-issue  market  and  the  era  of  the 
go-go  mutual  fund  manager.  Even,  flaky 
new  issue  with  a  hint  of  technology  in  its 
name  immediately  went  to  a  premium 
price,  and  investors  became  cominced 
that  they  had  finally  found  a  sure  thing. 
L'nfortunately .  the  1970  and  1974  bear 
markets  reduced  the  value  of  the  average 
stock  ias  measured  by  the  Value  Line 
Index*  by  some  75^.  and  undoubtedly 
many  of  the  speculative  favorites  of  the 
late  1960s  either  did  worse  than  the  av- 
erage stock  or  completely  disappeared. 

The  main  victim  of  the  purge  of  the 
speculative  stocks  in  1970  and  1974  was 
the  individual  investor.  However,  insti- 
tutions were  not  to  be  outdone,  so  they 
developed  their  own  variety  of  invest- 
ment folly.  The  new  theory  stated  that 
you  buy  large  high-quality  companies 
with  rapid  growth  in  earnings  and  dm- 
dends.  and  even  if  you  paid  a  high  price 
for  the  stock,  time  would  eventually  bail 
vou  out.  In  fact  it  was  better  if  the  com- 


James  H.  FarreU  Jr.  is  senior  vice  president, 
director  of  investment  research  at  Provident 
National  Bank.  Philadelphia.  Pa. 


By  James  H.  Farrell  Jr. 

pany  didn  t  pay  much  in  dividends, 
cause  the  retained  earnings  could  be  1 
invested  and  thereby  create  even  fast 
growth.  Unfortunately,  institutional 
vestors  failed  to  recognize  the  distincti 
between  a  company  and  its  stock.  A  1 
pany  may  be  of  very  high  quality,  but 
excessive  price  may  make  its  stock  qu 
speculative.  Not  recognizing  this  distil 
tion.  institutions  bid  the  prices  of  a  sele 
group  of  stocks  up  to  absurd  levels : 
created  the  next  investment  delusk 
the  two-tier  market. 

To  some  extent,  institutional 
managers  were  aided  and  abetted  in  d 
process  by  corporate  officials.  Many 
cers  of  companies  whose  stocks 
selling  at  price,  earnings  ratios  of  5 
during  the  heyday  of  the  two-tier  1 
complained  vociferously  about  the  1 
institutional  interest  in  their  own  sto 
Yet  in  selecting  managers  for  their 
company  pension  funds,  the  nod 
invariably  given  to  those  same  instil 
tions  w  hich  were  buying  only  the 
capitalization,  high-quality  and 
priced'  growth  stocks.  This  selection  i 
made  not  because  the  corporate  officd 
believed  in  the  two- tier  philosophy .  bj 
because  that  approach  was  producing  tfl 
best  performance  results.  The  tivo-fl] 
market  was  eventually  eliminated  in 
1974  collapse  and  the  three  subsequd 
y  ears  of  poor  performance  by  the  form 
institutional  favorites. 

Just  as  the  manias  of  earlier  cenrwfl 
were  followed  by  retribution,  so  has! 
the  excesses  of  the  past  decade  produa 
soul-searching  among  institutional  inve 
tors  today  .  This  collapse  in  confideo 
has  been  evidenced  by  such  phenoma 
as  the  index  fund,  the  major  emphasis 
risk  analy  sis  and  measurement,  and  0 
allocation  of  only  21*^  of  pension  fui 
cash  flows  to  the  equity  market  in 
second  half  of  1977.  It  is  somewnat  of 
paradox  that  such  a  small  portion  of  ct 
porate  pension  fund  cash  flows  went  in 
the  equity  market  during  that  peri 
when  the  average  price  earnings  ratio  1 
the  S&Ps  industrials  was  9.  and 
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Stock  Trends 


age  price  was  1.3  times  book  value, 
he  same  time,  the  average  multiple 
in  the  flourishing  corporate  take- 
movement  was  15.3  times  earnings 
1.7  times  book  value. 
II  of  this  leads  me  to  conclude  that 
e  is  a  danger  that  the  next  invest- 
t  folly  may  be  an  excessive  preoccu- 
m  with  risk,  when  some  of  the  best 
stment  opportunities  in  a  generation 
be  available  on  a  pullback  from  the 
ent  rally.  While  risk  is  certainly  an 
xtant  element  in  the  management  of 
stment  portfolios,  the  time  to  focus 
isk  analysis  is  when  stocks  are  high, 
when  they  are  low.   Indeed,  we 


.  Some  of  the  best  in- 
rtment  opportunities  in 
eneration  may  be  avail- 
e  on  a  pullback  from 
!  current  rally  . . ." 


Id  be  serving  our  investment  clients 
sr  if  we  spent  more  of  our  time 
ing  for  attractive  opportunities 
ng  companies  with  good  earnings 
dividend  prospects  combined  with 
enable  stock  prices.  Here  are  a  cou- 
)f  possibilities: 

Lssouri  Pacific  Corp.  (49)  has  inter- 
in  railroad  transportation,  natural 
ransmission  and  cement  production, 
railroad  is  one  of  the  best  managed 
most  profitable  in  the  country.  As  a 
It,  the  railroad's  traffic  growth  has  far 
assed  the  rest  of  the  industry  and  is 
•cted  to  continue  to  do  so.  Earnings 
expected  to  grow  in  the  area  of  13% 
year  over  the  next  three  years,  while 
lends  should  increase  by  20%  to 
.  Despite  this  outlook,  the  stock  has 
E  multiple  of  only  5.5  on  our  1978 
ings  estimate  of  $8.90,  and  the  $2.10 
lend  provides  a  yield  of  4.3%. 
illins,  Inc.  (17)  is  a  rapidly  growing 
ice  company  with  operations  in  ter- 
and  pest  control  (Orkin  Exterminat- 
broadcasting  and  oil  tool  and  equip- 
t  supply.  Earnings  over  the  past  five 
s  have  expanded  at  a  16%  annual 
However,  after  68  consecutive 
ters  of  earnings  increases,  Rollins 
bed  its  toe  in  the  most  recent  quar- 
because  bad  weather  hindered  Or- 
i  termite  business.  Nevertheless, 
ings  should  be  around  $2  per  share 
iscal  1978  (ending  June  30)  and  fu- 
growth  should  be  12%  to  15%. 
ther  good  stocks  are  Bristol-Myers 
Continental  Illinois  (28),  Eaton  (39), 
',ht-Ridder  (43)  and  Masco  (20).  ■ 


FIDELITY'S  MESSAGE  TO  THOSE 
SEEKING  HIGHER  TAX-FREE  INCOME: 


Fidelity  High  Yield  Municipals 
urges  investors  to  compare  it  with 
other  municipal  bond  investments. 

There  is  no  sales  charge.  All 
of  your  investment  is  put  to  work 
seeking  higher  tax-free*  income. 

Fidelity  carefully  selects  and 
continually  manages  the  bonds  in 
the  portfolio.  This  review,  before  and 
after  the  bonds  are  purchased,  is 
important. 

Investors  enjoy  immediate 
liquidity,  daily  price  quotations,  and 
many  other  benefits.  Write  or  call 
today  for  more  information  and 
compare. 

•A  portion  may  be  subject  to  Federal,  state  or  local  tax. 

CALL  FREE 

(800)225-6190 

In  Mass.  Coll  Collect  (617)726-0650 


FIDELITY 
HIGH  YIELD 


P.O.Box832,Dept  FF80529 

32  Devonshire  St..  Boston,  Mass.  02 103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for 
a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


-Stale  . 


-Zip- 


L FIDELITY  GROUP 
Over  $3.5  billion  of  assets  under  management. 


RJReynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  871/2  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  5, 1 978  to  stockholders  of  record 
at  the  close  of  business  May  1 0, 1 978. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N.  C,  April  20,  1978 

Seventy-Eight  Consecutive  Years  of  Dividend  Payments 
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Airbus  Ind   62 

Alcan   129 

Allegheny  Ludlum   45,  46 

Ambac   73 

American  Airlines   63 

ABC   113 

American  Hospital  Supply       52,  54 

American  Motors   116 

Amfac   12,  78 

Armco  Steel   129 

Associated  Dry  Goods   80 

Atlantic  Richfield   52 

Avon  Prods   130 

Bayer  AG   52 

Block  Drug   48 

Boeing   62,  130 

Braniff   64 

Bristol-Myers  '  52,  137 

Alex.  Brown  &  Sons   52 
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CBS   113 

Cone  Mills   129 

Continental  Illinois   137 


Cordis  52 
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Denison  Mines   44 

Disney  (Walt)  Prods   34 

Dome  Mines   41 

Dome  Petroleum   41 

Dow  Chemical   112 

Dow  Corning   52 

E.  I.DuPont   85 

Eastern  Air  Lines   62 

Eaton   137 

Esmark   61 

Ethyl   85 

Exchange  National  Bank   31,  33 

Exxon   35,112 

Federated  Dep't  Stores   80 

Fiat  S.p.A  52 

Ford  Motor   129 
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General  Motors   116,118 

Gimbel  Bros   80 

Gulf  Oil   35 

Hancock  Labs   54 

Harrah's   34 

Hilton  Hotels   34 

Hobart   57 

Hughes  Aircraft   45,  46 

Ingersoll-Rand   45,  46 

Inland  Container   129 

Intermedics   52 


IBM   116 

John  Hancock  Mutual  Life    .  .31,  32 

Johnson  &  Johnson   52,  61 

JoyMfg   ;  45,  46 

KLM  Royal  Dutch  Airlines   129 

Kennametal   45,  46 

Kimberly-Clark   61 

Knight-Ridder   137 

Krupp  Organization   45,  46 

Lockheed   62 

Loews   129 

Louisiana  Pacific   129 

Lukens  Steel   129 

McDonnell  Douglas   64 

McGhan  Medical   54 

McNeal  Trading   132 

I.  Magnin   78 

Marshall  Field   78 

Masco   137 

Maytag   56,  57 

Medical,  Inc   54 

Meditec   54 

Merrill  Lynch   35 

MGM   34 

Millbank  Trading   132 

Minnesota  Mining   52,  54 

Missouri  Pacific   137 

NBC   113 

NCR  Corp   130 

National  Supply   129 


Nestle   52 

Nordstrom   78 

Nucor   129 

Occidental  Petroleum   112 

Overseas  Nat'l  Airways   64 

Pall  Corp   73 

Pan  Am   62 

Partners  Fund   73 

Pfizer   52 

Procter  &  Gamble   48,  61 

Ralston  Purina   12 

Resorts  Infl   34 

Revlon   130 

Rollins   137 

Rolls-Royce   62 

Ross  &  Cameron   132 

St.  Jude  Medical   52 

The  Sampson  Corp   54 

Sears,  Roebuck   31 

Siemens   52 

Taft  Broadcasting   73 

Tampax   61 

Teledyne   45,  46 

Toyo  Kogyo   10 

Trans  World  Airlines   129 

UAL   34,  64 

Warner-Lambert   48 
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Inc. 
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CITIBANK   70-71 
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CONRAC  CORPORATION   74 
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THE  CONTINENTAL  GROUP   Third  Cover 

Agency:  Young  &  Rubicam  Inc. 

EASTERN  AIR  LINES,  INC  72 

Agency:  Young  &  Rubicam  Inc. 


EASTMAN  KODAK  COMPANY   49 

Agency:  Rumrill-Hoyt,  Inc. 

★  EASTMAN  KODAK  COMPANY   9 

Agency:  J  Walter  Thompson  Company 

★  EMERY  AIR  FREIGHT  CORPORATION  ....13 

Agency:  Delia  Femina,  Travisano  & 
Partners  Inc. 
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Agency:  Humphrey  Browning  MacDougall 
Inc. 
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★  THE  GOVERNMENT  OF  THE 

STATE  OF  NEW  SOUTH  WALES   10 

Agency:  Herk  Lynch  Advertising  Pty. 
Limited 

□  W.R.  GRACE  &  CO  26-27 

Agency:  The  Marschalk  Company,  Inc. 

GREYHOUND  CORPORATION   37 

Agency:  Bozell  &  Jacobs/Pacific 

□  INA  CORPORATION   82-83 

Agency:  Geer,  DuBois  Inc. 
Advertising 


★  INTERNATIONAL  BUSINESS 
MACHINES  CORPORATION 

DATA  PROCESSING  DIVISION   58-59 

Agency:  Geer,  DuBois  Inc. 
Advertising 

□  INTERNATIONAL  TELEPHONE  & 

TELEGRAPH  CORPORATION   122 

Agency:  Needham,  Harper  &  Steers,  Inc. 

★  INVESTORS  DIVERSIFIED  SERVICES,  INC.  63 

Agency:  Campbell-Mithun,  Inc. 

Z  JAGUAR  CARS 

BRITISH  LEYLAND  MOTORS  INC  20 

Agency:  Bozell  &  Jacobs,  Inc. 

★  FRED.  S.  JAMES  &  CO.,  INC  103 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

KEENE  CORPORATION   64-65 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

KIDDER,  PEABODY  &  CO. 

INCORPORATED   105 

Agency:  Doremus  &  Company 

KOBRAND  CORPORATION 

(BEEFEATER  GIN)   69 

Agency:  Cunningham  &  Walsh  Inc. 

LIGGETT  GROUP   17 

■Agency:  Berger  Stone  &  Ratner, 
Inc.  Advertising 

MANUFACTURERS  HANOVER 
CORPORATION   40 

Agency:  Edwin  Bird  Wilson,  Inc. 

MIDLAND-ROSS  CORPORATION   lttj 
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Inc. 

MORGAN  STANLEY  &  CO. 
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Agency:  Doremus  &  Company 
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NCR  CORPORATION   84 

Agency:  Worldwide  Advertising  Associates 

NATIONAL  DISTILLERS  AND 

CHEMICAL  CORPORATION   136 

Agency:  Doremus  &  Company 

NATIONAL  SEMICONDUCTOR 
CORPORATION   38-39 

Agency:  Chiat/Day  Inc. 

NORTH  AMERICAN  ROYALTIES,  INC  74 

Agency:  Power  &  Condon,  Advertising 
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Inc. 

STATE  OF  WEST  VIRGINIA   47 

Agency:  Fahlgren  &  Ferriss,  Inc. 
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Agency:  Bozell  &  Jacobs,  Inc. 

TIME  MAGAZINE   117 
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Agency:  Leo  Burnett  U.S.A. 

UNITED  BUSINESS  SERVICE 

CO.,  INC  129 

Agency:  Silton/Turner  Inc. 

UNITED  TECHNOLOGIES  CORPORATION  60 

Agency:  Marsteller  Inc. 
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SURVEY   131 
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Inc. 

WESTERN  UNION  CORPORATION     . . .  .50-51 

Agency:  Ries  Cappiello  Colwell,  Inc. 

WINDSOR  FUND   133 
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291st  COMMON  DIVIDEND 


A  regular  dividend  of  Eighty-Seven  and  Five  Tenths  Cents  (87. 5£)  per  share 
has  been  declared  upon  the  Common  Stock  of  American  Brands,  Inc., 
payable  in  cash  on  June  1,  1978,  to  stockholders  of  record 
at  the  close  of  business  May  10,  1978. 
Checks  will  be  mailed. 

C.  A.  Mehos,  Vice-President— Finance 
April  25, 1978 
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Oacushnett  company 

THE  ANDREW    (J^f^GnS  COMPANY 
W.  R.  (CS^  &  Sons  Cullery 


VISIBLE  J   RECORDS.  INC 


DUFFY  -A\OTT  COMPANY,  INC. 

>#fe**e/LIGHTING  CORPORATION 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N  Y,  10017 
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What  chance  has  made  yours 
is  not  really  yours. 
Lucilius 


Cause  and  effect,  means  and  ends, 
seed  and  fruit  cannot  be  severed; 
for  the  effect  already  blooms  in 
the  cause,  the  end  preexists  in  the 
means,  the  fruit  in  the  seed. 
Ralph  Waldo  Emerson 


Chance  is  a  word  devoid  of  sense; 
nothing  can  exist  without  a  cause. 
Voltaire 


Methods  are  the  masters  of  masters. 
Talleyrand 


Deplorable  as  the  quality  of  service 
is  in  many  private  enterprises,  it's 
not  worthy  that  government  operations 
don't  reflect"  any  more  inspired  effort. 
Jack  I.  Strauss 


There  are  good  hearts  to  serve  men 
in  palaces  as  in  cottages. 
Robert  Owen 


May  we  never  be  tempted  to  forget 
that  there  can  be  no  real  success 
apart  from  service,  that  success  is 
but  service  visualized. 
B.C.  Forbes 


Keep  doing  it  better  or  you  may  not 
have  a  chance  to  do  it  at  all. 
Arnold  Glasow 


Wisdom  is  knowing  what  to  do  next, 
virtue  is  doing  it. 
David  Starr  Jordan 


A  huge  gap  appeared  in  the  side  of 
the  mountain.  At  last  a  tiny  mouse 
poked  its  head  out  of  the  gap  .  .  . 
Much  outcry,  little  outcome. 
Aesop 


A  man  at  work  at  his  trade  is  the 
equal  of  the  most  learned  doctor. 
Hebrew  Proverb 


Nothing  under  the  sun 
is  ever  accidental. 

GOTTHOLD  LESSING 


Nothing,  not  even  sheer  ability, 

can  make  up  for  the  dedication  required 

for  a  successful  business  career. 

Ray  Eppert 


Servants  be  not  so  diligent 
as  they  were  wont  to  be. 
Jane  Stoner 


There  are  two  ways  of  spreading 
light:  to  be  the  candle 
or  the  mirror  that  reflects  it. 
Edith  Wharton 


If  a  man  can  make  typewriters  better 
than  anyone  else,  let  us,  in  the  name 
of  common  sense,  keep  him  on  the  job 
of  making  ty  pewriters. 
William  Feather 


Let  a  man  practice  the 
profession  which  he  best  knows. 
Cicero 


The  first  great  gift  we  can  bestow 
on  others  is  a  good  example. 
Thomas  Morell 


The  first  mark  of  good  business  is 
the  ability  to  deliver.  To  deliver 
its  product  or  service  on  time  and  in 
the  condition  which  the  client  was  led 
to  expect.  This  dedication  to 
provision  and  quality  gives  rise  to 
corporate  reliability.  It  makes 
friends  and,  in  the  end,  is  the  reason 
why  solvent  companies  remain  solvent. 
Michael  J.T.  Ferguson 


It  is  truly  enough  said  that  a 
corporation  has  no  conscience;  but  a 
corporation  of  conscientious  men  is 
a  corporation  with  a  conscience. 
Henry  David  Thoreau 


We  demand  that  big  business  give 
people  a  square  deal;  in  return  we 
must  insist  that  when  anyone  engaged 
in  big  business  honestly  endeavors 
to  do  right,  he  shall  himself  be 
given  a  square  deal. 
Theodore  Roosevelt 


Let  everyone  sweep  in  front  of  his  own 
door  and  the  whole  world  will  be  clean. 
Goethe 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc. ,  60  Fifth  Avenue,  New 
York,  N.Y.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  F.G.  Darby,  Oklawaha,  Fla.  What's 
your  favorite  text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


He  disappoint eth   the  devices  of  the 
crafty,  so  that  their  hands  cannot  per- 
form their  enterprise. 
Job  5:12 
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"Its  nice  that  you  can  type  120  u  PM,  kit  we're  really  more 
concerned  with  how  fast  you  can  copy,  collate,  and  staple" 


Now,  anyone  can  copy,  collate,  and  staple  at 
4200  pages  an  hour.  If  you  have  a  Kodak  copier.  It's  very 
3asy  to  do.  And  it's  continuous.  It  even  lets  you  take  out  a 
completely  finished  set  while  the  job  is  still  running. 

People  tell  us  the  copies  are  the  best  quality  in 
Itie  business.  Service  is  also  of  Kodak  quality.  You  proba- 
bly can't  get  a  better  deal.  We'd  like  to  demonstrate. 

A/rite.  A.  Angert,  Eastman  Kodak  Company, 
:D8443,  Rochester,  NY  14650. 


Kodak  copiers  are  fast.  They  also  reduce,  collate, 
staple,  and  do  other  things  well. 


Kodak  Ektaprint  150AF  copier-duplicator 
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Why  I 
choose 

smoke! 


"Why  kid  anyone?  I  smoke 
because  I  enjoy  it.  I'm  the  kind  of  guy 
who  gets  pleasure  out  of  a  cigarette. 
But  I'm  not  deaf  to  what's  being  said 
about  tar. 

"So  I  searched  out  a  cigarette 
that  would  give  me  taste  with  low  tar. 
And  two  years  ago  I  found  it  in 
Vantage.  Vantage  has  all  the  taste  I 
enjoy  yet,  surprisingly,  much  less  tar 
than  my  old  brand. 

"Why  did  I  choose  Vantage? 


Because  I  like  it." 


Michael  Epperson 
Miami,  Florida 


Warning:  The  Surgeon  General  Has  Determined 
Thai  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regu 
Menthol,  and 
Vantage  100 


FILTER:  11  mg.  "tar",  0.7  mg.  nicotine,  MENTHOL:  11  mg."tar", 

0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  77; 

FILTER  100's:  11  mg."tar",  0.9  mg.  nicotine  av.per  cigarette  by  FTC  method. 


STOCKHOLDERS'  EQUITY. 
GOOD  VIEWING  AT  CCC. 


We're  Combined  Communications 
Corporation,  and  our  business  is  delivering 
advertising  information  to  consumers.  Lots 
of  it.  Through  television.  Radio.  Newspapers. 
And  billboards. 

We're  also  a  corporate  network  of  38 
profit  centers  in  19  states  and  6  Canadian 
provinces.  And  business  is  good. 

Our  stockholders'  equity  increased  to 
$122.2  million  in  1977.  Up  from  $107.0  million 
in  1976.  Our  primary  earnings  per  share 
(exclusive  of  non-recurring  gain  in  fourth  quar- 
ter 1976)  increased  33%.  And  net  revenue 
reached  $228  million  in  1977  vs.  $186  million 
in  1976. 

CCC  has  been  profitable  for  each  of  the 
ten  years  we've  been  in  business.  And  as  we 


profit,  people  notice.  Brokers.  Private  inves- 
tors. Funds.  Trusts.  And  portfolio  managers. 

Free  enterprise  makes  us  work. 

Free  enterprise.  It  means  competition. 
And  competition  means  advertising.  Together, 
advertising  and  competition  encourage  prod- 
uct improvements;  better  services  and  the 
growth  of  our  economy.  We  at  CCC  are  proud 
to  be  a  part  of  the  advertising  industry  and 
proud  of  that  industry's  growth  within  our  free 
enterprise  system. 

For  a  free  booklet  entitled  "How  Adver- 
tising Works  In  Our  Free  Enterprise  System!' 
plus  a  cooy  of  our  1977  Annual  Report,  write 
to:  Ray  Cox,  P.  0.  Box  25518,  Phoenix, 
Arizona  85002.  Our  NYSE  symbol  is  CCA. 


As  long  as  people  communicate,  we'll  continue  to  grow. 

Combined  Communications  Corporation 


Television— WXIA-TV  (ABC)  Atlanta  KBTV-TV  (ABC)  Denver  WPTA-TV  (ABC)  Fort  Wayne  KARK-TV  (NBC!  Little  Rock  WLKY-TV  (ABC)  Louisville 
KOCO-TV  (ABC)  Oklahoma  City  KTAR-TV  (NBC)  Phoenix  Radio— WGCI-FM  Chicago  WVON-AM  Chicago  WDOK-FM  Cleveland  WWWE-AM 
Cleveland  WDEE-AM  Detroit  WLDM-FM  Detroit  WWDJ-AM  Hackensack  KIIS-AM  &  FM  Los  Angeles  KBBC-FM  Phoenix  KTAR-AM  Phoenix. 
KEZL-FM  San  Diego  KSDO-AM  San  Diego  MUZAK  Arizona  Outdoor- ELLER  OUTDOOR  in  Denver  St  Louis.  Detroit.  Flint.  Grand  Rapids  Oakland  ' 
San  Francisco/San  Jose.  Tucson.  Sacramento.  Kansas  City,  Phoenix.  Houston.  Chicago  PACIFIC  OUTDOOR  in  San  Diego.  Los  Angeles  CLAUDE 
NEON  in  Montreal.  Quebec.  Winnipeg.  Ottawa.  Hamilton.  Toronto  Sign  Manufacturing  — Claude  Neon  Industries.  Limited  Canada  Tennessee 
Continental  Corporation  (TENCON)  Centerville.  Tennessee  Newspaper— The  Cincinnati  Enquirer  The  Oakland  Tribune  Supermarket  Merchandising 
—  PIA  Merchandising  Company  throughout  California.  Arizona  and  Nevada 


We  feel  the  same  at  WinchelFs.  And, 
you  know,  it  pays  off  —  Denny's,  Inc. 
has  just  completed  26  consecutive 

great  quarters.  Sales  for  the 
nine  months  ended  March  31  were 
$401  million,  up  28%. 
Profits  were  up  25%,  and  that's 
good  news  for  our  profit  sharing  plan. 


The  thing  I  like  best  about 
working  in  a  Denny's  Restaurant 
is  the  feeling  that  we  are  really 
trying  to  give  our  customers 
the  best  possible  quality 
and  service. 


For  more  news  about 

Denny's,  Inc. 

Denny's  Restaurants  /  Winchell's  Donut  Houses 

write  for  our  Nine  Months 
Interim  Report: 
RO.  Box  1117B 
La  Mirada,  Calif.  90637 
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Why  Some  Need  Sex  Manuals 


Computers  and  the  financial  mar- 
kets— for  more  than  20  years,  invest- 
ment people  have  been  looking  for 
ways  to  use  the  former  to  take  some  of 
the  risk  out  of  the  latter.  Associate 
Editor  Paul  Blustein  s  assignment 
was  to  find  investors  who  had  devised 
ingenious  methods  of  using  the  com- 
puter to  make  money  on  investments. 
Along  the  way,  he  met  some  interest- 
ing characters. 

"From  E.F.  Hutton's  Palo  Alto, 
Calif,  office,"  Blustein  says,  "I  heard 
of  a  young  ex-NASA  scientist  named 
Richard  Wieckowicz  who  has  made  a 
considerable  fortune  in  commodities, 
using  a  complex  system  of  charting 
'trailing  averages'  of  commodities 
prices.  He  was  happy  to  show  me  his 
Hewlett-Packard  3000  and  explain  his 
system,  but  I  had  to  show  up  at  his 
office  after  three  in  the  afternoon, 
because  that's  when  Wieckowicz  gets 
there.  Like  many  brilliant  people, 
he's  a  night  owl,  staying  up  until  all 
hours  tinkering  with  his  system.  It's 
funny:  He  was  brought  up  on  a  Wis- 
consin dairy  farm,  and  attributes  his 
current  habits  to  having  been  forced 
to  get  up  at  4:30  a.m.  as  a  youngster. 

"Wieckowicz  wasn't  the  only  ex- 
NASA  man  I  came  across.  Another  is 
Dennis  Tito,  president  of  a  firm 
called  Wilshire  Associates  in  Santa 
Monica,  Calif.  When  he  was  23,  Tito 
designed  the  flight  paths  to  Mars  and 
Venus  for  two  of  the  Mariner  space- 
craft in  the  mid-Sixties." 

Dennis  Tito's  Wilshire  Associates  is 
one  of  the  leading  consulting  firms  in 
using  something  called  Modern  Port- 
folio Theory — and  Modern  Portfolio 
Theory  soon  became  the  focus  of  Blu- 
stein's  cover  story,  which  begins  on 
page  41. 

What  is  Modern  Portfolio  Theory? 
What  does  it  mean   to  investors? 


Paul  Blustein 

Forbes  is  normally  skeptical  about 
"revolutionary  new  ideas  because  all 
too  often  they  turn  out  to  be  old  ideas 
wrapped  in  new  verbiage.  So,  in  part, 
with  MPT.  At  its  core,  MPT  is  simply 
a  sophisticated  system  for  measure- 
ment of  risk  on  the  one  hand  and,  on 
the  other,  a  handy  system  for  keeping 
track  of  the  ever-expanding  universe 
of  stocks.  It  can't  pick  stocks  for  you. 
It  can't  predict  which  way  the  market 
is  going.  But  what  it  can  do  is  help 
you  fashion  an  optimal  investment 
strategy  once  you  have  come  to  your 
own  fundamental  conclusions. 

Do  you  need  Modern  Portfolio 
Theory  to  be  a  successful  investor?  Of 
course  not.  There  were  plenty  of  suc- 
cessful investors  even  before  Ben 
Graham  came  along  and  systemized 
fundamental  investment  analysis.  It's 
kind  of  like  this  business  of  sex  man- 
uals. They  are  unquestionably  useful 
to  some  people,  maybe  a  lot  of  peo- 
ple. But  did  Casanova  ever  read  one? 
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"The  whole  place  may  be  shut 
down  when  you  arrive,"  a  worried 
executive  at  Fiat's  Iveco  trucking  op- 
eration warned  Forbes'  Paul  Gibson 
when  he  phoned  about  a  proposed 
interview  in  Turin  (p.  32).  The  body 
of  former  Premier  Aldo  Moro  had  just 
been  discovered  and  Iveco  feared  It- 
aly might  explode  in  a  mass  protest.  It 
didn't.    Three   days   later   Gibson  s 


toughest  problem  was  to  negotiate 
Turin  s  rush-hour  traffic.  At  Iveco  a 
guard  only  casually  examined  his 
passport.  True,  Iveco's  top  men  don't 
want  to  be  photographed,  but  later 
when  the  meeting  ended  in  a  down- 
town restaurant  they  chatted  on  the 
street  and  no  one  checked  their  cars 
for  bombs.  Even  New  York  gangsters 
act  more  cautiously  than  that.  ■ 
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Vffe  re  the  only 
U.S.  airline  that  canjhonestly 
promise  yoiTtheworld. 


/ 


It's  true  for  the  simplest  of  reasons: 
were  the  only  airline  that  flies  to  all  parts  of 
the  world  from  America. 

84  cities  in  58  countries  on  6  continents. 
Our  flights,  even  to  the  most  far-flung  places,  are 
scheduled  frequently  enough  so  that  every  three  minutes, 
somewhere  in  the  world,  a  Pan  Am  plane  is  either  taking  off 
or  landing.  And  more  often  than  not.  that  Pan  Am  plane,  whether  you're 
a  passenger  or  you're  shipping  cargo,  is  a  big,  roomy  747. The  plane, 
we're  told,  that's  the  most  preferred  by  international  travelers. 

The  next  time  you're  traveling  abroad,  ask  your  travel  agent  or 
your  corporate  travel  manager  to  put  you  on  Pan  Am.  It'll  make 
things  a  lot  easier.        B*^/^, PWf  Z3kJ%/V 
.  >       Promise.  1  B^T-*!^!  /Wl® 


Americas  airline  to  the  world. 


Trends 


Edited  by  JOHN  A.  CONWAY 


Brazil's  Nukes 

Brazil's  ambitious  plan  for  a  huge  nu- 
clear-power complex  seems  to  be  gener- 
ating more  confusion  than  energy.  The 
Brazilians  have  bought  one  U.S. -built 
nuclear  plant  and  have  ordered  eight 
more  from  West  Germany.  But  earlier 
this  year,  just  before  President  Ernesto 
Geisel  paid  a  state  visit  to  Bonn,  a  power 
official  in  Brazil  spoke  of — and  brushed 
off — an  expected  two-year  delay  in  in- 
stalling additional  reactors,  saying  it 
merely  reflected  overoptimistie  forecasts 
of  power  needs.  Reports  then  circulated 
that  Geisel  would  reduce  the  German 
orders  to  six  reactors.  Bonn  spokesmen 
denied  all  and  West  Germany's  Wash- 
ington, D.C.  embassy  said  that  Geisel 
and  Chancellor  Helmut  Schmidt  hadn't 
even  discussed  the  matter.  Now  a  lead- 
ing Brazilian  scientist  (who  opposes  the 
program)  says  that  the  country's  uranium 
supplies,  according  to  the  government's 
own  first  estimates,  would  not  be  suffi- 
cient to  start  up,  much  less  run,  nine 
nuclear  plants.  Brasilia  has  tripled  those 
original  estimates  on  uranium  reserves, 
but  even  with  those  inflated  figures, 
physicist  Rogerio  C.  De  Cerqueira  Leite 
says  Brazil  hasn't  enough  to  sustain  nine 
reactors,  much  less  make  good  its  plan  to 
export  the  metal.  "Exporting  uranium  is 
not  only  undesirable,"  he  says,  "it  is 
practically  impossible." 

Dial-A-Buck 

Ma  Bell  s  decision  to  add  jokes,  horo- 
scopes and  other  trimmings  to  its  tradi- 
tional time  and  weather  services  is  pay- 
ing off  nicely,  thank  you.  The  new 
services  are  currently  offered  by  only 
three  AT&T  operating  companies,  in 
New  York,  New  Jersey  and  Illinois,  but 
the  big  utility  plans  to  have  them 
throughout  the  Bell  System  by  the 
1980s — with  good  reason.  New  York 
Telephone,  which  sells  time,  weather 
(still  the  prime  favorites),  Dial-a-Joke 
(Phyllis  Diller,  Joey  Adams,  et  al),  Dial- 
a- Horoscope  ("Jean  Dixon  fore- 
casts .  .  ."),  OTB  Results  (racing  dope 
from  the  state's  Off-Track  betting  par- 
lors) and  Dow  Jones  Report  (stock  mar- 
ket data),  cleared  $4  million  in  profits 
last  year  on  $14.2  million  in  revenues,  a 
Bell-clear  28%.  Production  of  the  an- 
swering tapes  is  farmed  out,  but  New 
York  Telephone  s  biggest  single  expense 
was  $2  million  for  advertising,  mainly  on 
television.  Overall,  AT&T  took  in  $25 
million  last  year  from  entertainment- 
and  information-hungry  dialers  and  ex- 
pects that  sum  to  quintuple  in  five  years. 


His  '1ST  Her  Votes 

How  does  a  husband-and-wife  con- 
gressional team,  whose  members  repre- 
sent different  states,  vote  on  controver- 
sial issues?  When  Representatives 
Andrew  Jacobs  (D-Ind.)  and  Martha 
Elizabeth  Keys  (D-Kan.)  were  married 
in  1976,  they  responded  to  that  question 
by  asserting  that  they  would  continue  on 
completely  independent  courses  on  Cap- 
itol Hill.  And  they  have.  When  the 
House  Ways  &  Means  Committee  voted 
to  cut  Social  Security  taxes  and  replace 
the  lost  revenues  out  of  Treasury  funds, 
Jacobs  voted  "No"  because  it  would  add 
to  the  national  debt.  "Never  borrow 
money  needlessly,"  he  said.  His  wife 
(who  is  listed  as  "the  former  and  pres- 
ent" Martha  Elizabeth  Keys  in  both  her 
own  and  her  husband's  official  biogra- 
phies) was  unimpressed.  Her  "Yes"  was, 
in  effect,  the  swing  vote  in  the  19- to- 18 
tally  that  approved  the  proposal.  Then, 
when  Ways  &  Means  changed  its  mind  a 
week  later,  Jacobs  and  the  nay-sayers 
carried  the  day,  21-to-16,  with  the  "for- 
mer and  present  Representative  Keys 
in  the  minority. 

Hustling  101 

Houston's  Rice  University  is  the  latest 
to  adopt  the  idea  of  providing  special 
courses  for  budding  entrepreneurs,  join- 
ing MIT,  Carnegie- Mellon,  Oregon  and 
Utah.  At  the  other  schools,  promising 
graduates  can  get  federal  help  in  starting 
a  venture  from  the  National  Science 


Foundation  as  part  of  a  $3.5-million, 
five-year  program.  Rice,  however,  plans 
to  rely  on  private  investors  to  provide 
seed  money  for  its  entrepreneurs.  The 
basic  curriculum  at  Rice,  as  at  the  other 
universities,  assumes  that  true  entrepre- 
neurs are  born,  not  made,  and  instruc- 
tion generally  relies  on  letting  students 
observe  business  techniques  in  action 
and  attend  lectures  by  self-starters  who 
have  already  made  their  mark.  Carnegie- 
Mellon  University  already  can  cite  one 
case-study  in  success,  Compu-Guard 
Corp.,  set  up  in  1973  by  two  science 
graduates,  along  with  entrepreneurial 
students  and  some  of  the  National  Sci- 
ence Foundation's  venture  capital.  The 
firm,  which  makes  computer-controls  for 
building-security  systems,  is  running  at 
$4-million  sales  annually  and  has  a  one- 
year  backlog  of  orders. 

Can  Hospitals 
Cut  Costs? 

A  new  threat  looms  for  a  national  hos- 
pital-cost-cutting  movement  started  to 
head  off  moves  by  Congress  and  some 
states  to  legislate  forced  reductions.  The 
voluntary  plan  was  launched  last  fall  by 
the  American  Medical  Association,  the 
American  Hospital  Association  and  the 
Federation  of  American  Hospitals  (the 
last  representing  hospitals-for-profit), 
and  is  beginning  to  take  hold,  according 
to  Paul  Earle,  its  executive  director.  The 
strategy  involves  "cost  containment  com- 
mittees" to  persuade  hospitals  to  cut 
costs  and  then  to  use  "peer  pressure"  to 
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enforce  the  commitments.  Committees 
have  now  been  set  up  in  all  50  states. 
Besides  hospitals  and  physicians,  the 
task  forces  include  chambers  of  com- 
merce, state  agencies,  unions,  insurance 
firms,  business  and  industry.  The  goals 
are  to  avoid  an  increase  in  total  hospital 
beds  for  1978,  reduce  new  capital  invest- 
ment to  80%  of  the  1975-77  average  and 
to  shave  two  percentage  points  off  the 
annual  cost  rise  in  1978  and  1979.  The 
results?  Hospital  costs  are  still  rising,  but 
the  rate  has  slowed.  In  January  1978, 
spending  for  5,800  hospitals  topped  $4.7 
billion  vs.  -  $4.2  billion  the  year  before. 
But  the  rate  of  climb,  16.8%  in  January 
1977,  dropped  to  13.5%  in  January  1978 
and  to  13.1%  in  February.  Now  the  Car- 
ter Administration  is  asking  the  Justice 
Department  to  look  into  whether  all  this 
cooperation  should  be  subject  to  the 
antitrust  laws. 


Money  Always  Talks 

For  the  first  time  in  almost  two  de- 
cades, Peking  has  started  a  campaign  to 
lure  defectors  from  among  its  old  en- 
emies on  Taiwan.  This  time,  China  is 
offering  hard  cash  and  wants  the  takers 
to  bring  gifts.  Anyone  bringing  over  a 
piston-engine  military  plane  will  rate  200 
taels  of  gold,  worth  about  $75,000,  and 
the  prices  go  up  from  there.  An  F-5E  jet 
fighter  will  be  worth  $1.6  million  in  gold, 
a  submarine  $2.4  million  and  a  surface 
fighting  ship  the  top  price  of  almost  $5 
million — all  in  gold.  In  addition,  Pe- 
king's broadcasts  promise  work  based  on 
the  defector's  skills,  no  beatings  or  "hu- 
miliation" and  travel  expenses  back  to 
Taiwan  in  the  highly  unlikely  event  a 
defector  might  choose  to  return.  The 
move  (which  so  far  has  no  reported  tak- 
ers) is  a  leaf  out  of  Taiwan's  own  book. 
The  communist  pilot  who  flew  to  Taiwan 
last  summer  with  a  MIG  19  fighter  was 
awarded  instant  rank  as  a  colonel  and 
$800,000  in  cash. 


Hangup  In  Madrid 

A  hangup  has  delayed  the  big  arms 
deal  between  France  and  Spain  and  is 
not  expected  to  be  settled  until  French 
President  Vale'ry  Giscard  d'Estaing  visits 
Madrid  this  summer.  Centerpiece  in  the 
proposed  sale:  48  Mirage  jet  intercep- 
tors. Other  items  are  French  helicop- 
ters, tanks  and  launchers  and  missiles  for 
Spain's  ground  forces.  Spain  reportedly 
wants  concessions  in  the  dispute  be- 
tween Madrid  and  Paris  over  fishing 
rights  in  the  Bay  of  Biscay,  plus  help 
with  the  European  Common  Market, 
which  Spain  hopes  eventually  to  join.  ■ 
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OLD  BUSHMILLS 


The"Novelist"glass  created  for  the  Bushmills  Collection  by  Henry  Halem 

AWaidof  100%  Insh  whiskies.  86  Proof.  Ftoricd  in  Ireland.  The  Jos-Gameau  Co, New K>A. NYC 875 


Bushmills. 

The  worlds  oldest  whiskey 
Individuals  have  poured  this 
smooth  mellow  whiskey  since  1608. 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


May  17,  1978 


$150,000,000 


jjlljj  Beneficial 


8.40%  Debentures  Maturing  at  Holder's  Option 
Annually  on  December  15  Commencing  in  1986 
and  Due  May  15, 2008 


Price  99.81% 

plus  accrued  interest,  if  any,  from  May  23, 1978 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


The  First  Boston  Corporation      Merrill  Lynch  White  Weld  Capital  Markets  Group       Salomon  Brothers 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Baehe  Halsey  Stuart  Shields 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 


Dillon,  Read  &  Co.  Inc. 
E.  F.  Hutton  &  Company  Inc. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Freres  &  ,Co. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 


Loeb  Rhoades,  Hornblower  &  Co. 


Paine,  Webber.  Jackson  &  Curtis  Smith  Barney,  Harris  Upham  &  Co.         Warburg  Paribas  Becker 

Incorporated  Incorporated  Incorporated 


Wertheim  &  Co.,  Inc. 


Dean  Witter  Reynolds  Inc. 


Shearson  Hayden  Stone  Inc. 


77  ANNUAL  REPORT. 
SHOW  YOU  HOW 
IR  FREIGHT  HAS  TAKEN  OFF. 


1977.  It  was  a  very  good  year  for  Emery.  From  top  to  bottom 
e.  But  don't  take  our  word  for  it,  take  our  numbers. 


1977 

1976 

1975 

1974 

1973 

evenue 

(in 

$349,000 

thousands, 

$305,000 

except  per  s 

$245,000 

nare  amoun 

$237,000 

ts) 

$195,000 

■e-Tax  Income 

$38,000 

$31,000 

$24,000 

$23,000 

$20,000 

arnings  Per  Share 

$2.43 

$2.01 

$1.61 

$1.61 

$1.38 

ividends  Per  Share 

$1.43 

$1.15 

$.97 

$.90 

$.64 

And  there's  a  lot  more  where  those  numbers  come  from. 

But  not  only  will  our  1977  Annual  Report  show  you  just  how 
we've  come  in  the  last  few  years,  it  11  show  you  how  far  we  expect 
go.  Especially  now  that  we've  gotten  First  Flight  Express  and 
te-Pak"  off  the  ground.  And  it H  show  you  how  far  we  expect  to 
internationally.  Even  after  a  record  year.  For  the  increased  em- 
asis  on  world  trade  should  translate  into  greater  sales  and  profits. 

Send  for  Emery's  1977  Annual  Report. 


MR.  JOHN  C.  EMERY,  JR. 

PRESIDENT  &.  CHIEF  EXECUTIVE  OFFICER 

EMERY  AIR  FREIGHT  CORPORATION 

EXECUTIVE  OFFICES 

WILTON,  CONNECTICUT  06897 

PLEASE  SEND  ME  YOUR  1977  ANNUAL  REPORT. 


LOCIITIOIIS 


ARE  GREAT  FOR 
inDUSTRV  TOO! 

A  lot  of  what  people  want  to  escape 
to— like  cleaner,  less  hectic, 
quieter  living— is  available  in 
communities  of  5,000  to  100,000 
that  are  seeking  new  industry.  We 
know  of  many  with  the  resources 
and  facilities  that  are  important  in 
relocating  industry.  We'd  like  to 
tell  you  about  them. 

FOR  INFORMATION  about  the 
easy-living  small  and  medium  size 
towns  on  our  line,  please  write  us 
on  your  letterhead,  in  complete 
confidence  and  without  obligation, 
stating  as  much  as  possible  your 
specific  needs. 

N.  A.  KIRCHOFF, 
Vice  President  -  Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923H 
Frisco  Bldg.,  St.  Louis,  Mo.  63101, 
or  call  (314)  241-7800 

74039A 


FRISCO 


St.  Louis-San  Francisco  Railway  Co. 

Frisco  Territory  includes: 
Alabama,  Arkansas,  Florida, 
Kansas,  Mississippi,  Missouri, 
Oklahoma,  Tennessee,  and  Texas. 


Follow-through 


Buy-In  Boons 

"What  was  good  enough  for  Interna- 
tional Business  Machines,"  Forbes  re- 
ported last  summer  (July  15,  7.977j."was 
good  enough  for  Charles  Tandy.  Like 
IBM,  the  founder  and  chairman  of  the 
highly  profitable  Radio  Shack  chain  was 
buying  back  his  cash-rich  company's 
stock  from  his  shareholders.  IBM  was 
already  in  the  midst  of  a  tender  offer  for 
at  least  4  million  shares.  Tandy  wanted 
3.5  million. 

"Will  stock  buy-ins,"  Forbes  asked, 
"become  more  common?" 

They  have,  but  hardly  on  an  epidemic 
scale.  One  Wall  Streeter  finds  "real  ac- 
celeration" and,  in  the  words  of  another, 
the  process  has  become  "more  fashion- 
able. Tandy  at  first  was  scored  by  ana- 
lysts who  feared  that  the  buy-in,  because 
it  was  financed  by  borrowings,  would 
leverage  the  company  too  heavily.  The 
market  thought  otherwise.  Tandy  now 
sells  in  the  40s;  last  year's  offer,  $29,  was 
$5  above  its  then-market  price.  Others 
have  also  fared  well.  Cadence,  for  exam- 
ple, was  at  8  when  the  diversified  pub- 
lisher bought  in  42%  of  its  shares  last 
March;  it  is  now  above  10. 

And  what  of  IBM?  The  original  offer, 
for  4  million  shares  at  a  fixed  price  of 
$280  (like  Tandy's  offer,  well  above  book 
value),  brought  in  about  2.6  million 
shares  at  a  cost  of  $721  million.  Last 
summer,  IBM  began  another  buy-in  pro- 
gram; apparently  it  was  undiscouraged 
by  missing  the  goal  of  the  first.  This  one 
involved  block  purchases  of  5,000-share 
lots  (later  reduced  to  1,000)  at  market 
prices.  By  mid-April  of  this  year,  IBM 
had  acquired  and  canceled  almost  2  mil- 
lion of  its  shares  at  a  cost  of  $507  million. 
The  offer  ended  late  in  May  with  2.4 
million  shares  bought  in,  at  a  cost  of  $624 
million. 


Drill,  Drill,  Drill 

When  the  oil  industry's  high-rolling 
hardhats  were  gathering  for  their  1977 
Offshore  Technology  Conference  in 
Houston,  Jimmy  Carter's  energy  pro- 
gram had  just  been  unveiled  and 
Forbes  (June  L  1977)  saw  the  time  at 
hand  for  a  major  new  expansion  in  oil 
and  gas  drilling.  The  assembled  oilmen, 
of  course,  were  damning  the  Carter  pro- 
posals as  a  disaster,  a  charge  still  un- 
proved because,  despite  a  year  of  study 
and  debate.  Congress  is  still  trying  to 
translate  at  least  some  of  the  President's 
ideas  into  law. 

But  while  they  fulminated  at  Washing- 
ton, the  oilmen  were  plunging  into  re- 


newed searching  for  oil  and  gas.  Accord- 
ing to  Petroleum  Information  (Houston's 
statistical  service)  the  industry  counted 
18,821  new  oil  wells  drilled  in  1977  vs. 
16,927  in  1976,  an  11%  increase.  Hughes 
Tool  Co.,  which  keeps  tabs  on  drilling 
action,  estimates  that  the  number  of  rigs 
in  use — about  2,000  last  year — will  climb 
9%  in  1978. 

Forbes  read  the  chart  correctly  for  an 
expansion  of  exploration.  The  long  envi- 
ronmental wrangling  in  the  courts  and 
state  legislatures  over  drilling  rights  in 
the  Atlantic  has  ended,  and  exploratory 
drilling  ships  are  on  station  on  the  outer 
continental  shelf  off  the  East  Coast.  The 
pace  in  the  long-established  fields  in  the 
Gulf  of  Mexico  has  quickened.  As  they 
wandered  among  the  exotic  underwater 


Target,  Oil:  On  land  and  under  the  sea. 

exploration  and  rig-maintenance  gadgets 
at  this  year's  annual  Offshore  exposition, 
the  oilmen  in  Houston  talked  only  of 
more  and  ever  more  drilling  in  and 
around  the  U.S.,  and  of  prospects  of  a 
new  boom  in  Asian  waters. 

While  the  big  picture  lived  up  to 
Forbes'  expectations,  however,  things 
are  far  less  definitive  for  the  drilling 
contractors  and  manufacturers  the  maga- 
zine singled  out  as  the  logical  beneficia- 
ries. Their  business  boomed  and  almost 
all  increased  earnings,  but  the  perfor- 
mance of  their  stocks  has  been  decidedly 
mixed.  Marathon  Manufacturing  Co. ,  for 
instance,  jumped  44%  in  the  past  year, 
which  is  no  surprise  with  its  yards  full  of 
rig  orders,  including  two  from  Peking. 
But  Tom  Brown,  Inc.,  an  on-land  driller 
and  an  over-the-counter  favorite,  has 
slipped,  principally  because  the  com- 
pany is  spending  its  money  on  expan- 
sion, which  means  earnings  for  tomor- 
row, not  today. 

Most  drill-bit  makers  are  up  but 
Hughes  Tool,  the  acknowledged  market 
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Read  it 

and  reap. 

!TT5$3l3 


^  Barney,  Harris  Upha"1'sCh8fte' 


Now  you  can  save  time,  work,  and  money.  Send  for 
this  free  16-page  booklet  today.  It's  about  Smith 
Barney's  Charter  Account-for  substantial  investors 
who  make  their  own  decisions.  It  shows  how  you 
can  do  a  better  job  of  managing  your  investments. 

Research— scope  and  quality.  Tells  you  how  Charter  Account 
gives  you  access  to  the  same  research  information  we  provide  for 
institutional  portfolio  managers.  Digested,  easy  to  read,  pertinent. 

•  Accurate,  timely,  recordkeeping  reports.  Gives  you  the  facts  on 
how  our  reports  keep  you  informed  of  every  aspect  of  your  account's 
status— including  options  trading.  You  get  3  monthly  reports 
showing  transactions,  cash  balances,  gains  and  losses,  market  value 
of  your  holdings,  and  more.  You  get  3  yearly  reports  on  capital 
gains,  dividends,  interest— everything  for  tax  planning  and  reporting. 

•  Expert  help— all  you  need.  Tells  you  about  the  strong  support 
Smith  Barney,  Harris  Upham  provides:  personalized,  professional 
assistance  to  help  you  all  the  time,  anytime.  Whether  you  make 
one  trade  or  a  hundred. 

Cash  management  features  plus  interest. 

Describes  how  cash  balances  left  for  reinvestment  go  on  working 
for  you  earning  5%  interest.  How  low-cost  loans  are  available  for 
securities  purchases  or  personal  use.  How  you  can  get  regular 
monthly  payments  on  the  income  your  account  generates. 

Safekeeping— and  other  important  advantages. 

Describes  how  Charter  Account  makes  your  investing  life  easier 
with  such  important  advantages  as  portfolio  reviews,  dividend 
and  interest  collection  and  up  to  S300.000  protection  on 
securities  left  in  our  care. 

Tax-deductible  cost.  And  possible  savings. 

Shows  how  little  Charter  Account  will  cost.  You'll  find  the 
fees  modest  and  tax-deductible.  And  offset  further  by  special 
commission  benefits. 

Is  Charter  Account  for  you?  Yes.  If  you're  a  substantial, 
independent  investor  with  the  kind  of  portfolio  that  requires  the 
extra  special  assistance  Smith  Barney.     Qr^j thRamoy 
Harris  Upham  can  provide.  Send  for  the  glTIIin  03111©/ 
Charter  Account  booklet  today.  HarHS  Upham 

&Co  .  Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Incorporated  065A 
Investor  Services  Department 
P.O.  Box  1000.  Pelham  Manor,  New  York  10803 

I'm  an  investor  who  makes  up  his  own  mind.  So  tell  me  more  about  Charter 
Account— how  it  can  relieve  me  of  red  tape  and  heip  me  move  toward  a  more 
effective  investment  program.  Please  send  your  free  booklet. 


Name  

Address . 
City  


Jitate. 


Business  Phone . 


.Residence  Phone . 


TWAs  Round-Trip 

Check-in 


its  working 


In  airports  all  over  the  U.S.  today,  flyers  are( 
bypassing  check-in  lines  and  going  directly  to 
their  planes.  TWA's  new  Round-Trip  Check-In 
is  making  it  possible.  Only  TWA  has  it.  And 
our  passengers  love  it. 

Round-Trip  Check-In  is  just  part  of  TWAs 1 
Airport  Express5"  service.  And  here's  how  it 
works. 

When  you  check  in  for  your  outbound 
flight,  we  can  give  you  your  boarding 
pass  and  seat  selection  for  your  return 
flight,  too.  So  coming  back  you  don't 
have  to  check  in  again.  And  you 
know  the  seat  you  selected  is  wait- 
ing for  you. 

All  we  ask  is  that  you  be  avail- 
able for  boarding  15  minutes 
before  flight  time. 

Round-Trip  Check-In  and  Airport  Express  are  service 
marks  owned  exclusively  by  Trans  World  Airlines.  Inc. 


"It's  great.  You  skip 
the  whole  check-in 
line  coming  back.  )ust 
go  straight  to  your 
plane." 


"A  lot  of  times 
before,  I'd  get  to  the 
airport  and  there'd  be 
nothing  but  middle 
seats  left.  Now  I  know 
the  seat  I  want  is 
waiting  for  me." 


"I  often  travel 
with  3  or  4  people. 
And  this  way  we  can 
check  in  ahead  and 
arrange  to  sit  together 
coming  back." 


Only  on  TWA.Check  in  once,  fly  twice 
TWA 


Follow-through 


leader,  has  fallen,  a  drop  attributed  at 
least  in  part  to  foreign-exchange  losses. 
And  even  in  a  field  that  is  expanding,  it 
appears  the  best  way  to  win  on  Wall 
Street  is  to  be  acquired  by  someone  else. 
Diamond  M  Co.,  which  sold  at  $23  a 
year  ago,  has  since  been  taken  over  by 
Houston's  Kaneb  Services,  Inc. — at  $48 
a  share. 

And  Now,  This  Message 

"American  Broadcasting,"  Forbes 
noted  last  fall  (Nov.  15,  1977),  "is  making 
so  much  money  it  doesn't  know  what  to 
do  with  it  all."  The  company's  director  of 
investor  relations  said,  "We  have  no  big 
plans  for  acquisitions  now,"  and  Forbes 
asked:  "How  about  giving  the  stock- 
holders a  break  at  last?" 

Was  anybody  listening? 

ABC's  jump  in  TV  ratings — from  third 
to  number  one  among  the  networks — 
had  pushed  its  profits  to  $4.05  a  share. 
The  quarterly  dividend,  however,  was 
stuck  at  25  cents  and  moved  to  only  a 
slightly  less  modest  35  cents  for  the  final 
1977  period.  The  latest  figures  glow  even 
more  brightly.  Last  year,  ABC  earned 
$6.04  a  share,  with  profits  of  $109.8  mil- 
lion on  sales  of  $1.62  billion.  And  ABC 
Chairman  Leonard  H.  Goldenson  saw  an 
"excellent"  second  quarter  and  an  "ex- 
ceptional" year  ahead. 

And  what  about  the  shareholders? 
Goldenson  told  those  assembled  at  his 
annual  meeting  that  he  planned  to  urge 
the  ABC  board  to  grant  a  "healthy"  divi- 
dend increase  later  this  year. 

A  Texas  Truce 

Just  a  month  ago,  the  May  15,  1978 
Forbes  reported  a  bitter  dispute  in  San 
Antonio,  where  a  Mexican-American  or- 
ganization was  accusing  the  city's  Eco- 
nomic Development  Foundation,  a  pri- 
vate business  group  set  up  in  1974  to  find 
new  industry,  of  seeking  only  users  of 
low-cost  labor  and  ignoring  higher-pay- 
ing employers.  Forbes  reported  how  the 
battle  was  hurting  efforts  to  bring  in  any 
industry,  regardless  of  pay  scale.  "Con- 
frontation politics,"  it  noted,  could  help 
only  "if  it  makes  the  local  elite  realize 
they  can  no  longer  run  things  their  own 
way  and  if  it  persuades  the  Mexican- 
American  community  that  shouting  de- 
mands is  not  a  good  way  to  improve  your 
economic  lot."  Shortly  after  that  story 
appeared,  the  EDF  and  the  embattled 
citizens  met  for  a  third  time  and  issued  a 
declaration  of  peace  stating  their  common 
aim  of  "attracting  as  many  new  industries 
...  as  possible,  encouraging  all  and  dis- 
couraging none."  ■ 


r 


Morse  Chain  Div.  Bora-Warner 
wanted  the  best 
industrial  concrete  floor... 

1 


No  sealer  or  polish  used  on  this  floor 

They  had  their  fill  of  troublesome  concrete  floors 
in  old  plants ...  so  when  they  decided  to  build  a 
bright,  new,  energy  monitored,  ultra  modern,  air 
conditioned  200,000  sq.  ft.  plant  in  Ithaca,  New 
York,  they  specified  dense,  hard  surfaced 
Absorption  Process*  industrial  concrete  floors 
to  be  installed  by  KALMAN.  If  you  are  planning 
to  build  a  new  factory  or  distribution  center, 
specify  KALMAN  floors.  They  are  smooth,  resist 
oil  spillage  and  heavy  traffic;  don't  dust  or  erode 
with  wear.  Write  for  literature: 


Title,  

Company  . 
Address  _ 


City. 


.State. 


-Zip. 


Kalman 
■  FLOOR  COMPANY,  INC. 

I  190  E.  Post  Road,  White  Plains,  N.Y.  10601 
I  Tel:  (914)  948-0700  j 

Outside  N.Y.  State:  (800)  431-1068 ^ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21.00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Pan-American  and  Caribbean  orders, 
add  $  5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State  Zip 

F-4826 


.J 


Randustrial 


Condominium 

4 


Asatisfied  Randustrial®  Customer,  in 
an  unsolicited  testimonial  writes,  "By 
use  of  your  loaner  Spray  Kit,  plus  pur- 
chasing the  material  from  you,  utilizing 
our  maintenance  personnel  we  saved 
the  Association  $96,000." 

We  will  loan  you  Roof  Spray  Equip- 
ment Free  and  provide  jobsite  instruc- 
tion on  how  to  do  the  work  and  use  the 
equipment.  Inquire  for  a  Free  copy  of 
our  64  page  Roofing  and  Maintenance 
Catalog  which  gives  full  details  or  call 
us  collect  at  (216)  283-0300.  *  Details 
upon  request. 


Randustrial  -  Corporation 


Sales  Offices  in  Prmcip.il  Cities 


13306Union  Avenue.  Cleveland.  Ohio  44120 
Phone  (216)  283  0300 
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Readers  Say 


Explaining  The  Inexplicable 

SIR:  Re  "Haiti— The  Decades  Make 
No  Difference"  (Fact  and  Comment, 
Apr.  17).  If  during  the  1960s  the  respect 
for  human  rights  and  dignity  seemed  to 
be  ebbing  in  my  country,  it  was  mainly 
due  to  a  frame  of  mind  bequeathed  to  us 
by  the  unfortunate  occupation  (during 
the  early  part  of  this  century)  of  our 
country  at  a  crucial  moment  in  its  devel- 
opment and  above  all  because  of  interna- 
tional intrigues,  which  forced  Haiti  into 
an  emotional  condition  of  instability  and 
insecurity.  But  our  country  has  now 
emerged  from  this  period  with  stability 
and  security  assured. 

It  would  have  been  more  enlightening 
and  constructive  to  have  reported  some 
results  of  government  programs  and  the 
development  activities. 

— Georges  Salomon 
Ambassador  of  Haiti, 
Washington,  D.C. 

So  Many  Reports 

Sir.-  Re  your  comments  about  federal 
paperwork  (Fact  and  Comment,  May 
15).  As  a  CP. A.,  I  recently  scheduled 
the  normal  federal  and  state  reporting 
requirements  for  a  small  (four  employees 
and  $75,000  sales)  incorporated  business 
client  for  the  calendar  year.  At  the  least, 
47  reports  and  returns  are  called  for,  and 
these  do  not  include  local  real  estate  and 
personal  property  tax  returns,  federal 
and/or  state  census  reports,  annual  W- 
2s,  W-3s  and  1099s,  etc. 

—David  C.  Verrill 
Portland,  Me. 


Angry  Farmers 

SiR:  Re  your  story  on  the  farm  prob- 
lem and  farm  subsidies  (May  1).  Conrail 
is  going  back  to  Congress  to  ask  for  more 
aid,  and  the  total  cost  will  be  $1.2  billion 
or  more.  Why  is  that  any  different  than 
establishing  a  minimum  price  for  the 
farmers'  products? 

— Carleton  C.  Van  Dyke 
Sioux  City.  Iowa 

SiR:  The  past  few  years  the  farmer  has 
bailed  out  the  American  people  on  the 
balance  of  payments  problem  due  to  the 
excessive  purchase  of  petroleum  outside 
of  the  U.S.  So  why  should  the  farmer  be 
penalized? 

— Jack  Cary 
Kearney,  Neb. 

SiR:  You  imply  that  only  those  farmers 
with  a  lot  of  debt  are  in  bad  shape.  I 
don't  have  debt  but  last  year  sold  wheat 
for  $1.92  that  cost  me  over  $3.50  to 
grow.  I  too  lost  thousands  of  dollars.  You 


say  farm  prices  rose  7%.  Nothing  was 
said  when  they  fell  65%. 

— Arnold  Ristau 
Mansfield,  S.  Dak. 

SiR:  Farmers  like  us  have  good  years 
and  bad  years  but  we  try  to  save  enough 
in  the  good  years  to  tide  us  over  the  bad 
ones.  We  have  survived  wet  years,  dry 
years,  wars,  depressions  and  prosperity. 
We  have  never  asked  the  government  to 
bail  us  out  and  have  no  intention  of  doing 
so.  I  only  wish  all  the  media  were  as  fair 
and  accurate  as  vou  have  been. 

— W.K.  Addleman 
Monmouth,  III. 


We  All  Want  Growth 

Sir:  Forres  outlines  certain  problems 
being  experienced  by  San  Antonio  in  its 
desire  to  attract  industry  (May  15).  It  is 
true  that  in  past  years  the  business  lead- 
ership of  the  city  did  not  give  the  appear- 
ance of  aggressively  promoting  our  city 
with  a  view  to  attracting  new  industry. 
However,  with  the  formation  of  the  Eco- 
nomic Development  Foundation  in 
1974,  the  business  community  has  taken 
a  much  stronger  role. 

While  recognizing  that  our  local  dis- 
pute between  the  Economic  Develop- 
ment Foundation  and  the  COPS  organi- 
zation may  have  caused  a  temporary 
setback  to  our  economic  development 
effort,  the  dispute  is  not  over  whether  to 
seek  economic  growth,  but  over  the  type 
of  approach  which  should  be  used. 

— Lila  Cockrell 
Mayor, 
City  of  San  Antonio 
San  Antonio,  Tex. 


McDonald's  Replies 

SiR:  A  Mr.  Hostage  [of]  Marriott 
[says],  "McDonald's  has  one  weakness. 
Lousy  food.''  (Forbes,  May  15,  p.  181.) 
Marriott  is  a  fine  company  but  they  tried 
Hot  Shoppes  Jr.  and  Big  Boy  Jr.  that 
were  competitive  to  McDonalds  and 
gave  up  both  ....  A  cheap  shot. 

— Ray  A.  Kroc 
Senior  Chairman  of  the  Board, 
McDonald's  Corp. 
Oak  Brook,  III. 


"Unfair"  Trial 

SiR:  You  are  to  be  commended  for  the 
article  "Richard  Marx:  A  Crook's  Best 
Friend  Is  His  Lawyer"  (May  1).  For 
many  years  now  I  have  been  writing 
about  the  power  of  lawyers. 

Over  three  (3)  years  ago,  I  was  con- 
victed of  "Attempted  Murder  in  the  Sec- 
ond Degree,"  which  isn't  even  listed  in 
the  law  books.  You  can't  attempt  to  do 


something  in  the  second  degree — it's  not 
even  possible.  I  have  been  in  jail  ever 
since.  This  involved  a  domestic  dispute 
with  my  ex-wife.  She  was  not  disabled  in 
any  way  and  was  back  at  work  within 
three  (3)  weeks  after  one  (1)  knife  wound 
in  the  liver.  .  .  .  The  legal  profession 
refuses  to  give  me  a  fair  trial  because  of 
mv  political  writings  on  lawyers. 

—Earl  Wheby  #12733 
Stewart,  Nev. 


Two  Different  People 

SiR:  Re  your  article  on  M.  Lamar 
Muse,  the  former  president  of  South- 
west Airlines  (May  1).  In  view  of  the  fact 
that  Southwest  Airlines  is  a  party  to  a 
proceeding  before  the  Civil  Aeronautics 
Board,  I  think  it  should  be  made  clear  to 
your  readers  that  the  author  of  this  arti- 
cle is  not  the  Elizabeth  E.  Bailey  who  is 
a  member  of  that  agency. 

— Elizabeth  E.  Bailey 
Member. 
Civil  Aeronautics  Board 
Washington,  D.C. 

Still  $20,000 

SiR:  In  the  article  entitled  "A  Dia- 
mond Is  Forever  .  .  .  Rising  In  Price" 
(Apr.  17),  Forbes  reported  that  this 
year  the  mandatory,  one-carat-type  qual- 
ity stone  needed  to  prove  honorable  in- 
tentions costs  close  to  $20,000,  and  Har- 
ry Winston  in  New  York  s  high-rent 
district  might  ask  up  to  $32,000  for  it. 
Nonsense.  Our  top-quality  one-carat  dia- 
mond may  be  bought  for  $20,000. 

— Ronald  Winston 
Executive  Vice  President, 
Harry  Winston,  Inc. 
New  York,  N.Y. 


Everyone  Should  Sacrifice 

SiR:  G.  William  Miller  has  proposed 
generating  anti-inflation  action  among 
voters  and  lawmakers  by  cutting  the 
cost-of-living  increases  for  Social  Securi- 
ty recipients  to  approximately  one-half  of 
that  now  mandated  (Trends,  May  15).  In 
his  opinion,  such  an  action  would  galva- 
nize the  retired  Americans  into  putting 
heat  on  Congress  to  act  against  inflation. 
How  naive  can  one  be?  If  the  retired 
Americans  can't  prevent  Congress  from 
changing  the  cost-of-living  increase,  how 
does  he  expect  them  to  be  able  to  move 
Congress  on  the  subject  of  inflation?  If 
he  is  really  interested  in  getting  voter 
pressure  on  Congress,  why  doesn't  he 
propose  simultaneous  action  of  the  same 
sort  on  all  union  contract  and  govern- 
ment salaries? 

— Donald  S.  Bliss 
Albuquerque,  N.M. 
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cTruck 

Service. 

Saunders  Leasing  unleashes  "Driver  Central'.' A  24-hour, 
7-day  system  that'll  keep  your  trucks  on  track,  on  time. 


Saunders  presents  the  beauty  of  the  full-service 
truck  lease.  The  beauty  of  it  is,  you  and  your  drivers  will 
no  longer  be  burdened  with  the  beastly  details  of  truck 
service.  Day  or  night  or  weekends  or  ever. 

"Driver  Central"— adding  a  helpful  new  dimension 
to  the  Saunders  full-service  truck  leasing  system  —  is 
a  24 -hour,  7-day,  toll-free  phone  line  plugged  into  over 
15,000  cross-country  emergency  service  centers.  It 
means  your  drivers  are  just  a  call  away  from  help,  if  they 
run  into  trouble  of  any  kind.  Anytime.  And  it's  just  one 
more  way  that  proves,  when  you  ride  with  Saunders, 
you've  got  the  tiger  by  the  tail. 

Saunders  gives  you  the  total,  full-service  system. 
Everything  from  our  carefully  matching  your  trucks  to 
your  needs  to  an  operating  lease  according  to  all 
FASB-13  criteria  to  fuel  purchasing.  So  remember, 


when  it  comes  to  trucking,  you  have  a  choice:  You  can 
put  up  with  all  the  beasts.  Or  behold  the  beauty  of  the 
lease.  With  Saunders. 

I  

Truck  service  can  be  a  beast! 

□  Send  me  your  full-color  brochure  "Cross-country  with 
Saunders."  □  Or  have  a  representative  call. 


Name . 


_  Title  _ 


Company . 
Street  


City_ 


Phone . 


State . 


Zip. 


Mail  to: 


L. 


M.  L.  Malcolm 

Saunders  Leasing  System,  Inc. 

201  Office  Park  Drive 
Js  Birmingham,  Alabama  35223 


Saunders.  Because  business  creatures,  great  and  small,  should  feel  at  home  with  truck  leasing. 


Some  business  jets  consume  more  fuel  in  the  first 


No  other  eight-passenger  jet 
needs  so  little  fuel  per  hour  as 
Cessnas  Citation  II. 

The  figures  are  astonishing. 
The  next  most  efficient  eight- 
passenger  jet  burns  30  percent 
more  fuel. 

Citation  II  is  so  stingy  with 
fuel  it  will  carry  you  2,000 
statute  miles  without  refueling. 
So  you  can  easily  fly  non-stop 
from  Denver  to  Boston,  from 
Los  Angeles  to  Atlanta. 

So  little  fuel  is  needed,  all  of 


it  can  be  carried  in  Citations 
wings— leaving  you  with  a 
larger  cabin  (and  more  luggage 
space)  than  you'll  find  in  any 
other  eight-passenger  jet. 

Citation's  fuel  economy— and 
its  simple,  easy-to-maintain 
design— give 
the  plane  the 
lowest  operat- 
ing costs  of  any 
comparable  jet. 
Citation  II,  in 
fact,  costs  less 


Citation  II 


to  operate  than  the  leading 
turboprop. 

And  because  it  doesn't  fly 
with  hundreds  of  pounds  of 
extra  fuel  aboard.  Citation  II  is 
a  lighter  airplane,  with  simpler 
systems  and  less  complicated 
engines. 

And  that,  in 
turn,  helps  make 
Citation  II  the 
^^^ulIP^^    least  expensive 
eight-passenger 
fanjet  on  the 


X 

Citation  III 


r  than  Citation  II  uses  on  a  three  hour  flight 


market— by  more  than  half 
a  million  dollars. 

Many  choices  in  business  are 
compromises.  Something  gained 
for  something  lost.  Cessna's 
Citation  II  is  the  exception.  By 
burning  less  fuel  it  carries  you 
farther  in  more  comfort.  By 
saving  you  money  at  the  fuel 
truck— it  costs  you  less  to 
operate  and  buy. 

Think  about  it. 

Citation  II  could  be  the  sensible 
choice  for  vou.  For  more  infor- 


mation call  J.  Derek  Vaughan  at 
(316)  946-6056.  Or  write  him 
at  Dept.FB6, 
Box  7706, 
Cessna  Aircraft 
Co.,  Wichita,  ^ 
Kansas  67277.  _  ^    r|  |*J 
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Chevrolet 


Spectacular  beauty  plenty  of  room,  a  pleasure  to  drive.  And  more. 


We  would  not  insult  your  intelligence 
by  suggesting  that  you'd  buy  a  car 
simply  because  it's  beautiful. 

But  what  if  that  beautiful  car  were 
also  beautifully  built,  remarkably 
roomy  inside,  and  a  genuine  plea- 
sure to  drive? 

Now  we're  talking  your  language. 

The  New  Chevrolet  is  a  thoroughly 
contemporary  automobile  built 
around  a  roomy  6-passenger  interior. 
It  comes  as  a  pleasant  surprise  to 
most  people  that  this  trimmer  car 
actually  has  more  head  room  and 


more  rear-seat  leg  room  inside  than 
the  1976  full-size  Chevrolet  it  re- 
placed. It  also  has  a  bigger  trunk. 
More  corrosion  fighters.  More  ease 
of  entry  and  exit.  And  higher  EPA 
mileage  ratings. 

EPA  estimates  are  24  mpg  on  the 
highway,  17  in  the  city.  Thaf  s  with  the 
standard  250  Cu.  In.  L6  engine  and 
automatic  transmission.  As  you  know, 
actual  mileage  will  vary  depending 
on  how  and  where  you  drive,  your 
car's  condition  and  available  equip- 
ment. Estimates  lower  in  California. 


The  New  Chevrolet  is  equipped  with 
GM-built  engines  produced  by  vari- 
ous divisions.  Your  dealer  can  give 
you  the  details. 

More  than  600,000  people  bough- 
The  New  Chevrolet  (Caprice  anc 
Impala)  during  its  very  first  year  on  the 
market,  making  The  New  Chevrole 
the  most  popular  car  in  America  B\ 
far.  And  it's  selling  at  an  ever 
brisker  pace  in  1978. 

It  isn't  just  the  beauty. 

But  it  sure  doesn't  hurt. 
SEE  WHAT  S  NEW  TODAY  IN  A  CHEVROLET 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


STOP  ITALIANIZING 

In  Italy,  pumping  bullets  into  the  legs  of  businessmen  and 
politicos,  when  not  murdering  em  outright,  goes  on  at  an  ever- 
increasing  rate  and  with  few — blamed  few — of  the  fiends 
caught.  Why  are  the  assorted  forces  of  Italian  law  and  order — 
some  of  them  once  almost  legendary  for  effectiveness — so 
helpless,  seemingly  so  gutless,  virtually  leaderless? 

Because  since  the  fall  of  Italy  in  WWII  and  the  stringing  up 
of  "trains-run-on-time"  Mussolini  and  his  mistress  at  a  gas 
station,  the  organized  forces  of  democracy  and  the  powerful 
communist  forces  both — though  for  different  reasons — made 
the  gutting  of  police  power  a  priority.  The  socialists  felt 
effective  law  and  order  forces  were  undemocratic,  and  the 
communists  saw  them  as  stalking  horses  for  fascism.  Together, 
they  passed  one  law  after  another  hobbling  the  carabinieri  and 
their  counterparts.  The  press  joined  in  with  harassing  howls  at 
every  effort  undertaken  to  prevent  or  curb  the  civil  disorders 
which  preceded  the  present  reign  of  terror. 

LET  US 

that  Church  (Frank,  that  is)  remembers  he  is  not  President, 
but  just  another  aspirant  for  the  presidency. 

As  chairman  of  the  Senate  Foreign  Relations  Committee,  he 
will  be  in  a  powerful  position  to  create,  as  well  as  resolve  or 
dissolve,  problems  in  U.S.  international  relations.  His  aggres- 
sive assault  on  Carter's  Mideast  plane  proposals,  ending  with 
his  duplicitous  performance  in  urging  colleagues  to  accept 

"ECONOMISTS"  OFTEN  MUCK 

Citibank's  Monthly  Economic  Letter  often  clarifies  economic 
issues.  It — usually — avoids  the  obfuscation  that  results  from 
applying  abstract  (i.e.,  highfalutin)  economic  theory  to  facts 
that  don't  fit  textbook  straitjackets. 

But  there's  a  beaut  in  their  May  issue.  Citibank's  cerebrals, 
arguing  against  having  the  President  slap  a  tax  on  imported  oil, 
base  their  case  on  this  statement: 

"The  idea  that  the  dollar  s  slide  was  oil-lubri- 
cated has  acquired  quite  a  following,  here  and 
abroad.  The  view  seems  to  be  that  billions  of 
dollars,  recklessly  spent  by  the  United  States  to  pay 


THE  CIA  AND  FBI 

The  government,  with  the  apparent  approbation  of  most  of 
the  people  in  Italy,  did  to  their  security  agencies  just  what  we 
now  are  so  relentlessly  doing  to  the  CIA,  the  FBI  and  every 
state  and  local  police  department. 

Curbing  abuses  of  civil  liberties  and  constitutional  rights  is 
always  in  order.  But  the  reaction  to  presidential  abuse  of  the 
powers  of  the  state,  highlighted  by  Watergate  but  by  no 
manner  of  means  confined  to  the  Nixon  presidency,  could 
bring  us  to  the  same  terroristic  abyss  that  now  haunts  Italy  and 
much  of  free  Europe. 

It  will  take  only  a  few  episodes  here  to  unleash  a  flood,  and 
we'll  be  screaming  Why? 

It's  time — past  time — to  stop  heckling,  shackling,  demean- 
ing, demoralizing  our  own  forces  of  law  and  order.  They  must 
be  able  to  gather  intelligence,  to  know  what's  going  on,  to 
know  who's  doing  or  planning  what  in  both  the  criminal 
underworld  and  the  murkier  netherworld  of  fanatics. 

PRAY 

modifications  and  then  surprising  all  by  voting  against  the 
result,  bodes  ill  for  the  future — his  included. 

The  President  is  charged  with  the  conduct  of  foreign  policy 
and  the  Senate  has  every  constitutional  right  to  demur.  It  has 
no  right  to  conduct  foreign  policy.  Senator  Church  should  be 
reminded  he  will  be  a  Senate  committee  chairman,  but  not 
Secretary  of  State — or  President  of  the  United  States. 

UP  MORE  THAN  THEY  HELP 

for  OPEC  oil,  are  glutting  the  exchange  markets. 

"But  actually,  U.S.  imports  of  OPEC  oil  have  been 
self-financing.  A  recent  Commerce  Department 
study  shows  that,  from  1974  through  1977,  the  Unit- 
ed States  ran  a  $36-billion  deficit  on  transactions  in 
goods  and  services  with  the  OPEC  countries.  But 
over  the  same  period,  cumulative  capital  inflows  from 
these  countries  into  the  United  States  totaled  $38 
billion.  So  whatever  caused  the  dollar's  decline,  it 
seems  likely  that  petrodollars  did  not." 
Our  trade  deficit  last  year  was  $27  billion.  It's  running  at  the 
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rate  of  $39  billion  this  year,  just  the  amount  we  expect  to  spend 
importing  oil.  The  dollar's  plunge  in  value  abroad  is  in  major 
part  a  result  of  that  trade  imbalance.  The, fact  that  those  in 
OPEC  and  other  countries  are  using  their  surfeit  of  declining 
dollars  to  buy  U.S.  businesses,  U.S.  lands  and  (for  the  mo- 
ment) are  sticking  much  of  their  surplus  Sbillions  into  our 
banks  and  our  high-interest-paying  government  bonds  hardly 
constitutes  sound  or  real  restoration  of  the  imbalance. 

For  sure,  our  ongoing,  astronomical  federal  deficit  waters 
down  the  buck  by  the  bucketful.  But  to  argue  that  the  billions 
we're  pouring  out  annually — at  an  increasing  rate  each  year — 
for  imported  oil  has  no  effect  on  the  dollar's  plunge  is  to  display 

ESMARK'S  KELLY  PUTS 

Esmark's  new  chieftain,  Don  Kelly,  joined 
Forbes  editors  for  lunch  here  recently.  He  ac- 
cepted reluctantly,  having  a  low  opinion  of  the 
somewhat  mixed  opinions  Forbes  has  expressed 
on  occasion  in  the  past  about  this  old  $5-billion 
Chicago  company  whose  huge  food  operation  still 
accounts  for  well  over  two- thirds  of  its  gross  and 
well  under  one-third  of  its  net.  Mr.  Kelly  negoti- 
ated the  acquisitions  which  have  appreciably  and, 
so  far,  very  profitably  diversified  Esmark.  And 
there's  little  doubt  his  appetite  for  more  such  is  unsatiated. 

It's  clear,  too,  that  those  aspects  of  Esmark's  dominant  meat 
and  food  operations  which  cannot  be  brought  up  to  proper 


economic  asininity  rather  than  professorial  erudition. 

Imposition  by  executive  order  of  a  per-barrel  tax  on  import- 
ed oil  plus  a  freeing  of  domestic  prices  for  oil  and  gas  would 
have  twofold  magical  results: 

•  The  take  from  the  imported  per-barrel  tax  could  do  much 
to  reduce  the  federal  deficit. 

•  With  domestic  prices  freed,  the  combination  of  declining 
use  due  to  higher  cost  and  additional  quantities  of  gas  and  oil 
would  result  in  a  glut  and  a  price  drop. 

The  resulting  swift  restoration  of  the  dollar's  power  abroad 
would,  of  course,  bring  new  problems.  But  a  rising  rate  of 
inflation  would  no  longqr  be  foremost  among  'em. 

HIS  MARK  ON  FORBES 

profitability  are  apt  to  be  treated  the  way  the  Swift 
division  treats  cattle. 

By  the  time  this  forthright,  very  bright  Irish- 
blooded  CEO  finished  coffee  (we  kept  peppering 
him  with  so  many  questions  he  didn't  get  much 
time  to  enjoy  our  Premium  lunch),  he  really  left  us 
impressed  that  he  not  only  knew  where  Esmark  was 
and  where  he  wanted  it  to  go,  but  also  that  he 
blamed  well  intended  to  get  it  there. 

As  my  son  Steve  remarked  to  me  afterward,  "I'm 
really  tempted  to  buy  the  stock."  As  Forbes  readers  (and 
Kennecott  management)  know,  M.S.  Forbes  Jr.  isn't  all  that 
fond  of  losers  (Forbes,  Jan.  23,  p.  23). 


READING  SUGGESTIONS— WITH  SAMPLINGS 

The  Mellons — by  David  E.  Koskoff 


Exhaustively  researched  family  history.  Fascinating  stuff  on 
fortune-founder  Judge  Thomas  Mellon.  Studded  with  absorb- 
ing comments  and  quotes  from  previously  unavailable  sources 
about  Treasury  Secretary  Andrew  and  his  brothers.  The  fam- 
ily's trust  in  author  Koskoff  was  not  misplaced.  It's  almost 
startling  that  such  a  work  is  simpatico  rather  than  ripping  and 
debunking.  (Thomas  Y.  Crowell  Co.,  $14.50) 

Excerpt:  Mellon  s  "avarice  to  save  money"  [ was  mentioned] . 
Why  was  it  avarice  for  A.W.  [Andrew  W.]  to  have  attempted 
to  minimize  his  tax  bill?  How  many  who  are  aware  of  the 
possibilities  of  tax  planning  fail  to  utilize  it  to  the  fullest 
possible  extent  that  their  situations,  imaginations  and  bravado 
permit?  The  principal  check  on  any  man's  avarice  is  his  own 


sense  of  fairness— and  A.W.  wanted  to  pay  a  tax  that  he  could 
regard  as  "fair,  "  and  he  did  pay  a  large  tax  for  1931,  though  he 
could  easily  have  created  enough  "paper"  losses  in  that  year  to 
have  wiped  out  his  entire  tax.  A.W.'s  efforts,  or  those  of  his 
staff  to  reduce  his  tax  bill  could  appear  as  "avarice"  only  to  a 
social  crusader  likely  to  agree  with  [Secretary  of  the  Treasury 
Henry]  Morgenthau  that  the  issue  was  democracy  vs.  the 
privileged  rich.  Excerpt:  With  the  economic  recession  of 
1920-22  countless  small  businesses  folded,  including  the  haber- 
dashery across  the  street  from  the  Muehlebach  Hotel  in  Kansas 
City.  As  he  locked  its  doors  for  the  last  time,  its  proprietor, 
Harry  (later  to  be  known  as  Harry  S)  Truman,  cursed  "Old 
Mellon"  for  having  "engineered"  the  recession. 


The  Complete  Book  of  Running — by  James  F.  Fixx 
This  runaway  seller  is  so  complete  it's  as  exhausting  to  get     Could,  you'll  huff  and  you'll  puff  and  as  often  as  not  discover 
through  as  the  Boston  marathon.  But  if,  like  me,  you  love  to     you  can't.  And  unless  you're  in  such  shape  you  needn't  run, 
eat  and  still  stay  thin,  you're  tempted  to  think  this  is  the     your  doctor  will  probably  tell  you  you  shouldn't.  (Bandom 
way  to  do  it — until  you  try.  Unlike  The  Little  Engine  That     House,'  $10) 

The  Ends  of  Power — by  H.R.  Haldeman 
A  fast  read,  more  fascinating  than  the  endless  extracts,  stolen        Excerpt:  By  1971  Nixon  was  using  three  subordinates — 


and  authorized,  which  appeared  everywhere.  Haldeman  turns 
out  to  be  just  what  everybody  says  he  was — an  arrogant, 
Prussianesque  Chief  of  Staff  who  loved  wielding  the  whip  and 
hatchet  that  came  from  being  one  of  Nixon's  abler  Axers.  It's  plain 
that  this  Tell-all  really  didn't  know  all.  (Times  Books,  $12.95) 


Haldeman,  Ehrlichman,  and  Colson — for  three  different  ap- 
proaches to  some  projects.  I  was  the  man  for  the  straight,  hit- 
them-over-the-head  strategy.  Ehrlichman,  who  loved  intrigue, 
was  given  the  more  devious  approach.  And  Colson  was  as- 
signed the  real  underground  routes. 
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Mathew  Brady  and  His  World — by  Dorothy  Meserve  Kunhardt,  Philip  B.  Kunhardt  Jr.  and  the  editors  of  Time-Life  Books 


Time-Life  Books  scores  a  bull's-eye  in  its  photo 
forte.  Thanks  to  a  lifetime  spent  collecting  Brady 
plates  and  those  Brady  purloined,  this  Frederick 
Meserve  preserve  is  a  fantastic  national  treasure 
that  is  made  the  most  of  on  these  graphic-great 
pages.  (Time- Life  Books,  $19.95) 

Excerpt:  After  a  half  century  of  living  and  looking, 
my  head  dizzies  and  my  heart  leaps  when  I  look  upon 


Gen.  George  Custer 


an  example  of  what  a  camera  can  do  to  freeze  a  moving 
moment  or  an  unforgettable  face.  Old  photographs 
hold  a  special  mystery.  Being  able  to  study  scenes  and 
faces  from  the  past  and  to  know  how  something  or 
somebody  looked  so  long  ago  makes  me  feel  almost  as  if 
I  had  been  there  myself  or  known  that  person  in  some 
fleeting  way,  as  if  I  could  smell  the  air  or  hear  the 
voices,  feel  the  wind,  the  press  of  a  hand. — P.  B.  K. 


The  Times  We  Had — by  Marion  Davies 


An  "as  told  to"  by  Marion  Davies  about  her  life  with  William 
Bandolph  Hearst.  Only  a  passion  that  lasted  decades  could 
explain  how  this  brilliant  press  lord  could  have  put  up  with 
such  a  dumb  broad.  (Bobbs-Merrill,  $12.50) 

Excerpt:  I  don't  think  W.R.  agreed  with  all  of  the  President's 


policies,  but  he  liked  the  Roosevelts  personally.  After  all,  W.R. 
had  the  right  to  express  his  own  opinion,  the  same  way  he  had 
done  with  Hoover.  When  he  didnt  like  something,  he  would 
attack.  Like  the  Pearl  Harbor  thing  and  this  lending  money  all 
the  time. 


Kind  and  Unusual  Punishment — by  Jessica  Mitford 


What  this  author  did  to  the  funeral  business,  she  devastat- 
ingly  does  again  to  the  jails  in  which  we  destroy,  bury  alive 
caught  transgressors.  Penitentiary  "punishment"  most  often 
hopelessly  exceeds  the  crime — and  that  is  a  crime  we've  yet 
to  cope  with.  (Alfred  A.  Knopf,  $10;  paperback,  Random 
House,  $2.45) 

Excerpt:  Ronald  Goldfarb  and  Linda  Singer  report  in  their 

IF  YOU  CAN  READ  AND  DON'T 

you're  dumb. 


exhaustive  study  "After  Conviction":  "We  have  asked  every 
experienced,  practicing  prison  official  we  know  how  many  of 
the  inmates  currently  held  in  confinement  really  need  to  be 
incarcerated  in  order  to  protect  the  public  from  personal 
injury.  All  agree  that  only  a  small  minority  of  all  the  present 
inmates  in  American  prisons — most  estimated  between  10  and 
15  percent — could  be  considered  to  be  so  dangerous.  '' 

BROWSING  IN  BOOKSTORES 

is  invariably  stimulating,  rewarding — and  expensive. 


WHY  CAN'T  ACCOUNTANTS  BE  PRACTICAL? 


The  first-quarter  report  of  the  giant 
Royal  Dutch/Shell  Group  under- 
scores in  a  most  dramatic  way  the 
foolishness,  the  perniciousness  of  Fi- 
nancial Accounting  Standards  Board 
Statement  No.  8. 

FASB  8  requires  companies  with 
important  stakes  overseas  to  adjust 
each  quarter  various  items  on  their 
balance  sheets  to  reflect  currency  ex- 
change fluctuations.  The  net  result  is 
wildly  fluctuating  quarterly  reports 
for  multinational  companies,  reports 
that  have  little  bearing  on  reality. 

In  the  case  of  Royal  Dutch,  FASB  8 
forced  the  company  to  reduce  its  first 
three-month  earnings  by  a  staggering 
$510  million.  Reported  year-to-year 
earnings  slumped  98%.  In  fact,  real 
operating  earnings  dropped  by  39%. 

Why  such  distortions?  FASB  8 
forces  companies  to  adjust  certain 
items  on  their  balance  sheets  for  cur- 
rency rate  changes  (primarily  mone- 
tary assets  and  liabilities)  but  not  others 
(fixed  assets  and  some  inventories). 
The  results  can  be  curious. 

Say  your  British  subsidiary  bor- 
rowed £100  million  when  the  pound 
was  worth  $1.60,  and  used  the  funds  to 
build  a  factory.  On  the  consolidated 
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balance  sheet  that  debt  would  read 
$160  million.  The  factor)',  when  com- 
pleted, would  also  be  shown  as  being 
worth  $160  million. 

But  then  the  pound  moves  up  to 
$1.80.  In  the  real  world  nothing  has 
changed.  The  dollar  amount  of  that 
debt  would  obviously  be  $180  million 
and  presumably  the  factory  would 
now  have  a  value  of  $180  million  (be- 
fore depreciation).  But  because  of 
convoluted  accounting  logic,  the  fac- 
tory remains  on  the  balance  sheet  at 
$160  million.  Under  FASB  8,  the 
company  would  have  to  penalize  its 
profits  by  $20  million. 

Corporations  now  have  thousands 
of  people  toiling  to  reduce  the  distor- 
tions that  can  come  from  FASB  8. 
Countless  millions  of  dollars  are  be- 
ing spent  in  borrowing  and  hedging 
to  minimize  earnings  volatility.  Even 
investment  decisions  are  being  affect- 
ed by  this  rule.  FASB  8  is  so  utterly 
lacking  in  common  sense  that  it 
should  be  scrapped  immediately. 

Another  ruling  that  deserves  to  be 
junked  is  FASB  No.  19,  which  affects 
the  way  in  which  oil  companies  treat 
outlays  for  exploration  and  develop- 
ment.  If  left  standing,  the  dictate 


could  damage  scores  of  smallish,  in- 
dependent oil  companies. 

Traditionally,  the  oil  majors  have 
written  off  exploration  expenditures 
when  they  were  known  not  to  have 
achieved  the  discovery  of  oil  and  gas 
reserves.  The  independents  usually 
employed  what  is  known  as  full  cost 
accounting,  which  calls  for  the  cap- 
italization of  the  entire  exploration 
cost  because  drilling  dry  holes  is  part 
and  parcel  of  hitting  wet  ones.  The 
independents  rightfully  maintain  that 
there  is  no  relationship  between  what 
is  spent  on  exploration  and  the  rev- 
enue from  production  in  that  year. 

Under  FASB  19,  the  independent 
oil  companies  would  have  to  use  the 
same  accounting  methods  as  the  ma- 
jors. Many  small  companies  would  see 
their  reported  profits  turn  into  losses. 
Paradoxically,  with  FASB  19,  if  these 
petroleum  companies  reduce  their  ex- 
ploration budgets,  their  reported  prof- 
its will  increase,  even  though  those 
cuts  would  jeopardize  their  future. 

Once  more,  a  bookkeeping  change 
will  have  a  most  undesirable  result,  in 
this  case  hobbling  the  ability  of  inde- 
pendent oil  companies  to  compete 
against  the  majors. 
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Oth er  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


$40  Billion  in  Interest 

The  cost  of  carrying  our  national  debt 
is  far  from  a  trivial  matter.  Interest  pay- 
ments on  the  federal  debt  in  the  current 
fiscal  year  are  expected  to  exceed  $40 
billion.  Just  to  pay  this  interest,  the  indi- 
vidual income  tax  has  to  be  33%  higher 
than  would  otherwise  be  necessary. 

— Martin  Feldstein,  president, 

National  Bureau  of  Economic  Research 

Energy  for  DOE's  Life 

Silly  ideas  sometimes  die  hard.  It  is 
not  at  all  convenient  for  the  Department 
of  Energy,  which  owes  its  life  to  the 
claim  that  there  is  an  energy  crisis,  to 
admit  that  the  energy  crisis  would  evap- 
orate with  total  decontrol.  So  the  com- 
promise being  argued  has  to  include 
something  called  "incremental  pricing" 
which  means  that  there  may  be  as  many 
as  17  prices  of  natural  gas  to  different 
types  of  consumers — or  in  other  words, 
some  business  users  would  subsidize 
residential  users. 

The  purpose  of  this  nonsense,  which 
yields  nothing  to  consumers,  is  to  give 
the  DOE  something  to  do.  Considering 
how  consistently  the  DOE  has  been 
wrong  about  energy  in  its  short  life,  that 
hardly  seems  like  something  the  Con- 
gress should  worry  about. 

— Wall  Street  Journal  editorial 

This  Is  Education? 

Today,  nine  out  of  ten  high  school 
graduates  have  never  had  a  course  in 
economics.  Only  five  states  require  a 
course  on  the  American  free  enterprise 
system  in  their  secondary  schools.  I  can't 
believe  that  a  course  on  astronomy  beats 
a  course  on  the  economy.  Is  a  study  of 
Napoleon  more  pertinent  than  a  study  of 
inflation?  Are  French  and  Spanish  more 
important  than  supply  and  demand? 
We're  long  on  Quixote  .  .  .  but  not 
much  on  Carnegie.  We  learn  about  cli- 
mate in  South  America — but  not  compe- 
tition in  \orth  America. 

— from  a  speech  by  J.W.  Marriott  Jr., 
CEO,  Marriott  Corp. 

More  than  Meats  the  Eye 

Meat  is  a  commodity  that  is  usually 
in  short  supply  in  the  Soviet  Union.  A 
man  who  said  he  was  an  engineer  in  a 
meat  factory  told  one  of  the  reporters 
that  he  had  been  informed  that  he  was 
denied  permission  to  leave  the  Soviet 
Union  because  he  knew  too  many  se- 
crets. This  surprised  the  journalist, 
who    asked:    "What    kind    of  secrets 


could  a  meat  engineer  know?" 

"Oh,  he  knows  secrets  all  right.  He 
knows  how  to  make  sausages  withopt  any 
meat,"  was  the  reply. 

— New  York  Times 
Definitions  by  Billy 

"Well,  a  good  ole  boy  ...  is  some- 
body that  rides  around  in  a  pick-up 
truck — which  I  do — and  drinks  beer  and 
puts  em  in  a  litter  bag.  A  redneck's  one 
that  rides  around  in  a  truck  and  drinks 
beer  and  throws  em  out  the  window." 

On  the  hot  air  balloon:  "The  take-off 
was  terrible,  the  flight  was  good  and  the 
landing  was  terrible.  I  ain't  worried 
about  getting  up.  It's  coming  down." 

— Billy  Carter,  Redneck  Power 

So  Few  Ever  Have  It 

At  the  very  moment  when  the  city's 
proud  natives  were  beginning  to  call  Ed- 
inburgh the  "Athens  of  the  North,"  it 
had  ceased,  in  every  important  way,  to 
deserve  the  title.  With  Walter  Scott's 
death  in  1832,  the  last  great  native  son  of 
Edinburgh  passed  away  and  the  golden 
age  was  over.  That,  of  course,  was  inevi- 
table. Golden  ages  never  last,  but  how 
many  cities  have  a  golden  age  at  all? 

— Horizon 

A  Zigzag  Policy 

If  America  s  policy  for  fighting  OPEC- 
induced  currency  instability  and  world 
recession  is  to  be  based  on  the  need  not 
to  annoy  OPEC,  while  its  policy  for  the 
neutron  bomb  is  to  be  based  on  the  wish 
not  to  annoy  either  militant  Russia  or 
pacifist  abhorrers  of  nuclear  arms,  and  if 


its  policy  for  Africa  is  to  be  based  on  the 
desire  not  to  annoy  any  military  dicta- 
tors, while  policy  for  Latin  America  and 
Asia  rests  simultaneously  on  the  populist 
obligation  not  to  look  too  friendly,  to 
sometimes  slightly  less-repellent  ones, 
then  President  Carter's  ability  to  be  a 
decisive  leader  of  the  Free  World  is 
liable  to  be  somewhat  impaired. 

— The  Economist 

Littering  Joggers 

James  Fixx,  who  wrote  The  Complete 
Book  of  Running,  says  he  is  often  the 
target  of  beer  cans  flung  from  passing 
cars  during  his  daily  runs.  "I  consider  it  a 
friendly  act  if  they  only  throw  a  paper 
cup,   he  says. 

— Wall  Street  Journal 


In  an  otherwise  nostalgic 
decade,  solar  energy  has 
eclipsed  apple  pie  and  is 
giving  Mom  a  close  race  for 
the  title  of  most  popular 
platitude  of  the  Seventies. 

— American  Petroleum  Institute, 
quoted  in  Outside 


Cops:  Reality  vs.  Fantasy 

Cops  are  not  like  those  in  my  day- 
dreams, nor  are  they  like  the  sensational 
subjects  often  found  in  newspaper  re- 
ports. They  are  angry  people — angry  not 
so  much  about  the  often  reported  "stress 
on  the  streets,"  but  about  contradictory 
command  decisions  and  absurd  political 
actions.  The  cop  is  ostensibly  a  social 
worker  and  psychologist  and,  peripheral- 
ly, a  crime  fighter.  But  when  he  is  on  the 
beat,  he  becomes  willy-nilly  a  police  de- 
partment. He  makes  decisions  about 
when  to  arrest,  ignore  and  assist.  That 
kind  of  responsibility  takes  its  toll,  espe- 
cially when  command  decisions  invari- 
ably resemble  Catch-22. 

— Herbert  London, 
professor  of  social  studies 

But  Does  It  Shed  Rain? 

A  mink-lined  raincoat  is  a  very  special 
gift,  and  most  men  I  know  in  the  world 
would  never  think  of  buying  one  for 
themselves.  A  mink-lined  raincoat  is 
warm,  it's  luxurious,  and  it  pampers  the 
man  you  give  it  to. 

— Marquessa  Carroll  de  Portago, 
quoted  by  columnist  John  Corry 
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SCOTT  USA  ski  equipment  is  at  home, 
literally,  here  in  Sun  Valley,  Idaho- 
site  of  company  headquarters. 


Scott  USA  equipment  helps  skiers  maintain 
a  healthy  sense  of  balance. 
Worldwide  Citibank  helps  Scott  USA  do  the  same. 


wenty  years  ago,  this  Citibank  customer  intro- 
uced  the  tapered  aluminum  ski  pole.  Today 
ptt  poles,  featuring  a  unique,  contoured  pistol 
,ip,  help  skiers  stay  vertical  on  slopes  around 
Le  world. 

Scott's  high-performance  ski  boots  and 
j  .ermal  lens  goggles  also  play  a  part  in  the  com- 
any's  steady  growth.  So  do  Scott  ski  accessories, 
lorn  gloves  and  hats  to  socks  and  shirts.  And  so 
pes  Citibank— by  helping  Scott  balance  its 
fecial,  seasonal  financing  needs. 

fsset-based  financing 

s  a  growing  company  in  a 
S'owth  industry,  Scott  grew 
[to  new  financing  needs— 
llhich  is  where  Citibank 
I  me  in. 

To  help  meet  Scott's 
iicreasing  financial  require- 
ients  and  support  its 
i;ture  growth  projections, 
Citibank  suggested  and 
iructured  a  flexible 
pancing  package  based 
I  Scott's  receivables 
Id  inventory. 

This  asset-based 
mancing,  geared  to  Scott's 
porous  growth  pattern 
Id  specific  seasonal  needs,  increases  the  dollar 
mount  available  to  the  company,  as  its  sales 
flume  and  assets  grow.  Says  banker  Dave  Jones: 
me  company  is  in  a  position  to  take  advantage  of 
nowth  opportunities  as  they  occur." 

I  dditional  Citibank  services 

hr  bankers  who  work  closely  with  Scott  have 
iso  arranged  the  company's  leasing  of  computers 
fid  production  equipment.  They  provide  facilities 
r  the  collection  of  overseas  payments.  They 


SCOTT  USA  rresic 
product  modifications  with 
Seattle  (left)  and  Dave 


issue  letters  of  credit  covering  ski  accessories  Scott 
imports  from  the  Far  East. 

Citibank  has  taken  the  time  and  made 
the  effort  to  understand  our  business 
thoroughly.  They  visit  us  regularly." 

"Frankly,"  says  Scott  President  James  E.  Tobin, 
"I  was  skeptical  about  how  much  time  a  giant  inter- 
national bank  like  Citibank,  with  headquarters  in 
New  York,  could  devote  to  a  company  our  size,  in 
Idaho.  I  couldn't  have  been  more  wrong.  They  have 

 „,„  ,WM,MI.  taken  the  time  and  made  the 

effort  to  understand  our 
business  thoroughly.  They 
visit  us  regularly  —  from 
Seattle,  from  San  Francisco, 
from  the  East.  Not  just  to  put 
in  an  appearance,  but  for  spe- 
cific and  helpful  purposes'.' 

A  growth  company 
commitment 

As  banker  Jim  Hawkanson 
puts  it:  "Citibank  maintains 
close  and  continuing  relation- 
ships with  many  promising 
companies,  like  Scott,  that 
require  creative,  contempo- 
rary banking  and  financing 
services  to  help  maximize 
their  growth  potential'.'  To  such  companies,  Citibank 
offers  such  pertinent  services  as  short  and  long 
term  financing,  financial  planning,  advisory  ser- 
vices for  mergers  and  acquisitions,  foreign  expo- 
sure management  and  exchange  services,  letters 
of  credit,  and  acceptance  financing. 

Our  association  with  companies  like  Scott 
demonstrates  a  conviction  shared  by  Citibankers 
everywhere:  that  supporting  the  development 
of  sound  growth  companies  is  an  area  of  enterprise 
to  which  this  bank  is  and  will  remain  committed. 


n  Tobin  (center)  discusses 
bankers  Jim  Hawkanson  — 
Jones  — San  Francisco. 


ank.N.A.     Member  FDIC 


CITIBANK® 

A  subsidiary  of  Citicorp 


AMERICA  TAKES 
TO  THE  HORIZON. 


New  Plymouth  Horizon.  People  are  taking  it  every- 
where. On  any  kind  of  road,  in  any  kind  of  weather, 
on  every  kind  of  trip.  Front-wheel  drive  is  one  reason 
why.  It  gives  Horizon  great  stability  and  it  gives  you  a 
great  feeling  of  confidence. 

And  people  are  taking  it  because  Horizon  can 
take  a  lot  of  people.  Four  big  adults  can  ride  in 


comfort.  And  there's  plenty  of  room  to  take  all  the 
things  that  people  need. 

Horizon  gives  you  a  lot  of  unexpected 
standard  features,  like  front  bucket  seats,  VlymoutR 
AM  radio,  whitewall  radial  tires,  rack  and 
pinion  steering  and  front  disc  brakes. 

And  at  $3881,  it's  easy  to  take. 


A  PRODUCT  OF 

CHRYSLER 
CORPORATION 


Tie 

Use 


WHEN  YOU  WANT  TO  GO  ANYWHERE  IN  COMFORT  AND  CONFIDENCE. 

RELAX.  PLYMOUTH  HORIZON  CAN  HANDLE  IT. 


Forbes 


Casinos — Corporate  Style 


Gambling  would  seem  to  be  a  sure-thing  growth  market,  but  a  lot  of  old- 
line  operators  are  finding  it  tough  to  stay  in  the  game. 


It  Pays  The  Rent:  Without  a  glove  to  ward  off  blisters,  she  isn't  a  complete  addict. 
But  feeding  slot  machines  does  provide  a  jackpot — for  the  casinos. 


By  PAUL  W.  STURM 

For  years  private  ownership  and  the 
dubious  "friendships'  of  some  notorious 
proprietors  clouded  the  real  profits  of 
gambling  houses.  Now,  as  Nevada-style 
gaming  opens  in  New  Jersey  and  seems 
likely  to  go  elsewhere,  casino  finances 
are  getting  less  murky.  Some  of  the 
hanky-panky  even  shows  up  in  Securities 
&  Exchange  Commisson  disclosures  (see 
box,  p.  31). 

Five  big  corporations — Caesars 
World,  Inc.,  Harrah's,  Hilton  Hotels 
Corp.,  Metro-Goldwyn-Mayer,  Inc.  and 
Del  E.  Webb  Corp. — account  for  one- 
third  of  the  action  in  Nevada.  Shares  in 
each  trade  on  the  New  York  Stock  Ex- 
change, and  gambling  is  on  a  red-hot 
growth  streak.  Last  year  the  total  win  at 
Nevada  casinos  jumped  20%  to  $1.5  bil- 
lion. This  year  the  normally  slow  winter 
months  nearly  matched  last  summer  s 
records. 

MGM  is  the  biggest  corporate  winner. 
Five  years  ago  it  spent  $124  million  to 
open  the  MGM  Grand  Hotel.  Profitable 
from  the  first  customer's  first  losing  bet, 
that  gaudy  pile  on  the  Las  Vegas  Strip 
now  makes  more  money  than  any  other 
building  in  the  world.  Its  operating  net 
approaches  $11  million  every  quarter, 
nearly  half  as  much  from  2,084  rooms  as 
Holiday  Inns  earns  renting  some 
280,000.  No  wonder  MGM  is  opening  a 
$150-million  colossus  in  Reno — with  half 
the  rooms  but  twice  the  casino  space. 

Predictably,  security  analysts  now 
cover  what  is  politely  termed  the  "gam- 
ing" industry.  "Owning  stock  in  a  casino 
is  a  play  on  American  psychology,"  en- 
thuses Argus  Research  Corp.  s  Theodore 
Anderson.  "People  are  into  escapist  be- 
havior, and  gambling  is  a  totally  consum- 
ing pastime — even  recommended  ther- 
apy for  terminally  ill  patients.  " 

Therapeutic  values  aside,  a  gambling 
house  "percentage"  is  one  of  the  sound- 
est business  propositions  around.  A  casi- 
no's statistical  advantage  at  table  games 
ranges  from  1%  on  baccarat  and  frontline 
crap  bets  to  5%  at  roulette  and  over  15% 
for  high-odds  craps  payoffs.  Blackjack, 


the  biggest  revenue  producer  in  U.S. 
casinos,  is  the  only  game  where  skill 
plays  a  role,  but  most  players  work 
against  the  house's  5%  edge. 

No  casino  could  exist  on  such  margins. 
What  pays  the  bills  is  the  customer  s 
urge  to  bet  again  and  again — each  time 
bucking  the  house's  inexorable  odds. 
This  multiplier  effect  produces  a  remark- 
ably stable  relationship  between  the 
chips  a  casino  sells  (what  operators  call 
the  "drop")  and  those  ft  eventually  wins 
back  (the  "hold").  If  table  games  don't 
hold  20%  of  their  drop,  a  casino  is  badly 
managed — or  someone  is  stealing. 

Slot  machines  are  more  straightfor- 
ward. They  retain  between  3%  and  30% 
of  all  the  coins  they  receive.  Changing  a 
slot's  payout  by  tinkering  with  dial  com- 
binations is  quite  complicated.  Instead, 
casinos  order  devices  with  preset  re- 
turns, usually  from  Bally  Mfg.  Corp., 
which  has  a  90%  market  share.  The 
"looser"  units  go  near  doors  or  in  crowd- 
ed aisles  where  frequent  jackpots  attract 
attention.  Overall,  the  hold  from  slot 


machines  matches  the  table-games'  20%. 

Casinos  used  to  be  classified  as  either 
"rug  joints,"  catering  to  classy  players,  or 
"sawdust  joints,"  serving  the  masses. 
Now  carpet  is  everywhere,  but  the  di- 
chotomy still  exists.  On  Las  Vegas'  Strip, 
the  pitch  is  to  big  spenders.  "Typically, 
they're  self-employed,  in  their  50s  and 
with  ethnic  backgrounds  from  countries 
that  border  the  Mediterranean  Sea, 
says  one  house  manager. 

These  high-rollers,  however,  no  long- 
er roll  dice;  they  play  baccarat,  a  fast- 
moving  card  game  with  a  low  house  ad- 
vantage. At  Caesars  Palace,  where  one 
bet  sometimes  totals  ten  yellow  $1,000 
chips,  there  are  only  four  baccarat  ta- 
bles. But  they  hold  about  $20  million  a 
year,  one-quarter  of  the  casino  s  income. 

Big-stakes  gamblers  do  not  wander  in 
from  bus  tours.  Casinos  court  them  with 
an  ardor  stockbrokers  reserve  for 
wealthy  widows.  Caesars,  for  example, 
recruits  through  13  worldwide  offices 
and  spends  $12.5  million  a  year  on  enter- 
tainers and  sports  events.  Some  10,000 
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favored  customers  can  always  get  free 
room,  food  and  beverages.  Better  bet- 
tors— those  who  risk  $50,  000  on  a  week- 
end— receive  round-trip  first-class  air- 
fare whenever  their  urge  to  gamble 
strikes  and  perhaps  free  use  of  a  casino's 
Palm  Springs  estate  or  $700,000  yacht. 

A  few  hotels,  like  the  Dunes  and 
MGM,  still  host  planeloads  of  unproven 
customers  to  free  vacations  in  hopes  of 
big  losses.  But  such  junkets  are  dying 
fast:  Since  eliminating  them  last  year, 
Hilton's  casino  profits  have  nearly  dou- 
bled. It  still  hosts  good  customers,  but 
on  an  individual  basis.  "Wealthy  people 
like  to  travel  without  the  hassle  of  being 
regimented,"  says  President  Barron 
Hilton. 

Still,  policing  such  freebies  isn't  easy. 
Casino  floor  executives  do  most  anything 
to  keep  big  players  happy.  They  also 
watch  closely  to  see  how  they  gamble. 
"A  guy  who  bets  $100  looks  impressive," 
says  Bill  Friedman,  who  runs  two  casinos 
for  Summa  Corp.,  "but  you  make  more 
from  one  who  bets  $10  ten  times — he's 
ten  times  as  likely  to  lose.  " 

That  is  the  philosophy  of  gambling's 
sawdust  joints,  the  mass  marketers. 
Their  casinos — called  "grind"  houses  to- 


day— offer  ever-whirling  slot  machines 
and  $l-a-hand  blackjack  instead  of  bac- 
carat and  $25  minimums.  "The  idea  is  to 
have  a  big,  noisy  room  with  the  image  of 
money  in  motion,"  explains  Jeffrey  Sil- 
ver, a  member  of  Nevada's  three-man 
Gaming  Control  Board.  "If  coin  wrap- 
pers '  aren't  on  the  floor,  management 
puts  them  there." 

Harrah's  for  example,  keeps  2,133 
one-armed  bandits  at  its  Lake  Tahoe  ca- 
sino. Each  25-cent  machine  holds  almost 
$20,000  yearly. 

In  the  gaming  business,  thinking  small 
pays  off  handsomely.  Consider  Show- 
boat, a  little-known  hotel  three  miles 
east  of  the  Strip.  With  28%  margins,  it  is 
by  far  the  most  profitable  public  casino. 
The  lure  isn't  Frank  Sinatra  at  $250,000- 
plus  per  week,  but  good  food  (priced  at  a 
profit),  a  friendly  atmosphere  and  72 
lanes  of  85-cent-a-line  bowling.  Says 
President  Joseph  Kelley:  "We  don't  buy 
any  of  our  business,  and  up  to  80%  of  our 
customers  are  locals,  not  tourists." 

In  fact,  pretax  margins  at  splashy  Strip 
locations  average  just  11%.  But  in  down- 
town Vegas  or  Beno,  where  the  budget 
trade  reigns,  they  are  half  again  as  good. 
Low  overhead   makes  the  difference. 


"Our  grind  houses  don't  hire  famous  en- 
tertainers," says  William  Hartauer,  vice 
president  of  Hyatt  Corp.  "We  also  have 
fewer  problems  with  control." 

That's  because  customers  play  slot  ma- 
chines or  50-cent  craps  with  their  own 
money.  At  Caesars  Palace,  in  contrast, 
70%  of  all  baccarat  betting  is  with  "mark- 
ers"—loans  from  the  house.  Such  gam- 
bling debts  aren't  enforceable  in  court. 

"Credit  leads  to  most  legal  problems 
with  the  casino  business,"  says  Universi- 
ty of  California  law  professor  Jerome 
Skolnick,  an  expert  on  gaming  regula- 
tion. Bogus  loans  are  an  easy  way  to 
conceal  profit  from  stockholders  and  the 
tax  collector.  "Also,"  Skolnick  explains, 
"casino  advances  often  go  to  people  like 
drug  dealers  or  bookmakers  who  have  no 
conventional  credit  ratings."  Dunning 
telephone  calls  or  threats  to  cancel  Visa 
cards  don't  have  their  usual  effect. 

Still,  gambling  houses  submit  receiv- 
ables to  auditors  and  claim  to  collect — 
eventually.  Since  it  opened  in  1967, 
Caesars  Palace  has  advanced  $900  mil- 
lion in  marker  debt;  so  far  95%  of  it  has 
been  paid  back.  "We  trade  credit  data 
with  other  casinos,"  says  Cornelius 
Smyth,  its  top  operating  man.  "People 


Handicapping  The  Casinos 


Here  are  current  fiscal  year  results  for  the  12  casino  tell  how  a  casino  markets.  One  shows  the  retail  value  of 

operators  that  report  to  the  Securities  &  Exchange  Com-  food,  beverages  and  hotel  services  that  management 

mission.  Profit  calculations  are  before  interest  and  taxes,  gives  away  to  attract  customers.  The  other,  which  relates 

and  some  firms — especially  AITS  and  Argent — have  net  "marker"  debt  to  gaming  revenue,  is  a  measure  of  the 

heavy  debt  burdens.  The  figures  in  the  final  two  columns  house's  appeal  to  high  rollers. 


Hotel 

Company  Casino 
Casino  (location)  Revenue 

Operating 
Profit 

%of 
Corp. 
Total 

Operating 
Margins 

Free  Svs. 

as% 
of  Hotel 
Revenue 

"Markers" 
as  %  of 
Casino 

Revenue 

Major 

Stockholders  % 

Del  E.  Webb  Corp. 
Mint  (downtown  Las  Vegas) 
Primadonna  (Reno) 
Sahara  (Las  Vegas  Strip) 
Sahara  Tahoe  (Lake  Tahoe) 

$192.7 

$19.3 

57% 

10.0% 

21.9% 

4.2% 

Del  E.  Webb  Foundation  (33%) 
Ramada  Inns,  Inc.  (7%) 

Harrah's 
Harrah's  (Reno) 
Harrah's  (Lake  Tahoe) 

175.1 

30.9 

100 

17.6 

24.7 

1.7 

William  Harrah  (84%) 

Metro-Goldwyn-Mayer,  Inc. 
MGM  Grand  (Las  Vegas  Strip) 

172.4 

35.9 

62 

20.8 

22.1 

8.1 

Kirk  Kerkorian  (51%) 

Hilton  Hotels  Corp. 
Flamingo  (Las  Vegas  Strip) 
Las  Vegas  Hilton  (Las  Vegas  Strip) 

162.5 

24.6 

29 

15.1 

25.3 

15.2 

Conrad  Hilton  (31%) 

Caesars  World,  Inc. 
Caesars  Palace  (Las  Vegas  Strip) 

134.4 

25.9 

118 

19.3 

25.4 

24.4 

Clifford  &  Stuart  Perlman  (20%) 

Argent  Corp. 
Fremont  (downtown  Las  Vegas) 
Stardust  (Las  Vegas  Strip) 

114.4 

17.1 

100 

14.9 

13.4 

4.0 

Allen  Glick  (100%) 

Continental  Connector  Corp. 
Dunes  (Las  Vegas  Strip) 

79.5 

4.4 

88 

5.5 

45.0 

21.6 

Morris  Shenker  (44%) 

AITS,  Inc. 
Riviera  (Las  Vegas  Strip) 

62.6 

8.9 

100 

14.2 

15.4 

11.8 

Meshulam  Riklis  (34%) 

Scott  Corp. 
Union  Piaza  (downtown  Las  Vegas) 

39.5 

5.5 

100 

14.0 

23.3 

3.4 

Officers  &  Directors  (46%) 

Hyatt  Corp. 
Four  Queens  (downtown  Las  Vegas! 
Hyatt  Lake  Tahoe  (Lake  Tahoe) 

39.5 

8.2 

17 

20.6 

n.a. 

n.a. 

Pritzker  Family  (35%) 

Golden  Nugget,  Inc.  33.7 
Golden  Nugget  (downtown  Las  Vegas) 

6.0 

100 

17.8 

30.3 

1.7 

Stephen  Wynn  (19%) 

Showboat,  Inc. 
Showboat  (downtown  Las  Vegas) 

27.5 

7.8 

100 

28.4 

8.2 

0.7 

J.K.  Houssels  Family  (29%) 

All  dollar  figures  in  millions,     n.a. — not  available. 
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The  Grandfather 


Morris  Shenker,  a  courtly  and  gregarious  man  of  71,  is 
the  image  of  everyone's  foxy  grandfather.  But  Shenker 
does  a  lot  more  than  just  pass  out  candy.  Among  other 
things,  he  was  Jimmy  Hoffa's  personal  attorney,  and  in 
1973  he  bought  into  Las  Vegas'  Dunes  hotel,  which  carries 
a  hefty  Teamster  mortgage.  Since  then,  Continental  Con- 
nector Corp.,  the  casino's  parent  company,  has  been  in 
hot  water  with  Nevada  gaming  authori- 
ties, the  Internal  Revenue  Service  and 
the  SEC. 

Among  publicly  held  gaming  oper- 
ations, the  Dunes  is  by  far  the  poorest 
performer.  Its  location,  across  Las  Vegas 
Boulevard  from  MGM  s  Grand,  could 
hardly  be  better.  But  though  the  Grand 
is  little  more  than  twice  the  Dunes'  size, 
last  year  it  earned  nine  times  as  much 
money.  Reason:  Shenker's  pricing  and 
credit  policies  appear  to  be  way  out  of 
line.  "We  do  a  big  junket  business  that 
we're  now  cutting  back,"  Shenker  ex- 
plains. "Soon  we'll  be  as  profitable  as 
everyone  else." 

Junkets  aside,  however,  Continental's 
Form  10-K  reveals  some  curious  corpo- 
rate writeoffs.  Shenker's  son,  for  exam- 
ple, regularly  used  the  Dunes  cage  (it 
normally  keeps  $5  million  cash  on  hand) 
for  working  capital  at  his  own  now-de- 
funct hotel.  One  employee — now  rel- 
egated to  the  status  of  a  "consultant" — 
advanced  $190,000  in  markers  to  cus- 
tomers   "whose    identities    are  not 

known."  The  Dunes  forked  over  another  Morris  Shenker 


$740,000— -including  $107,000  to  "an  individual  who  can- 
not now  be  located" — in  its  efforts  to  arrange  construction 
financing.  Also,  top  officers  took  continual  interest — free 
loans  from  the  till,  sometimes  amounting  to  as  much  as 
$225,000. 

For  management  of  that  caliber,  Continental  Connectdr 
paid  Morris  Shenker  $759,000  last  year — plus  free  room 
and  board  in  a  $200-a-day  Dunes  suite. 
Among  Shenker's  other  perks:  $7,800  in 
country  club  dues,  $5,400  for  furniture 
for  his  son's  home  and  $10,400  in  rent  for 
a  New  York  apartment  used  by  his 
daughter.  "Actually,  I  think  I'm  under- 
paid," says  Shenker.  "All  the  lawsuits  we 
have  .  .  .  why  that  makes  it  very  hard  to 
run  the  business." 

The  SEC  is  of  a  strongly  contrary  opin- 
ion. Though  Shenker  is  by  far  the  largest 
stockholder,  owning  44%  of  Continental's 
shares,  the  commission  recently  sued  to 
protect  the  3,000  public  stockholders.  A 
complex  settlement  last  October  forced 
Shenker  to  undo  a  1974  deal  in  which  he 
had  sold  undeveloped  California  land  to 
the  firm  for  some  $5  million.  Also,  Conti- 
nental must  set  up  an  audit  committee  of 
SEC-approved  outside  directors  to  exam- 
;ne  its  casino  operations. 

So  far,  fresh-faced  recruits  haven't  ex- 
actly lined  up  for  those  jobs.  "With  the 
responsibilities  directors  today  have, 
one  securities  lawyer  says,  "would  you 
want  to  go  on  the  board  for  a  company 
like  that?"  — P.W.S. 


who  gamble  value  their  honor.  " 

A  growing  tourist  and  convention  cli- 
entele, however,  means  gaming  opera- 
tors must  broaden  their  appeal.  "MGM 
is  so  successful  because  they  put  up  a 
supermarket,"  says  one  competitor.  In 
fact,  MGM's  Grand — with  two  floor 
shows,  a  theater,  jai  alai,  six  restaurants, 
32  shops  and  an  opportunity  to  pose  for 
snapshots  next  to  a  live  lion — made  size 
itself  an  attraction. 

That  mixing-bowl  approach  is  catching 
on.  In  downtown  Vegas,  Del  Webbs 
grind-oriented  Mint  now  has  a  gourmet 
restaurant,  and  the  Golden  Nugget 
opened  a  ritzy  579-room  hotel.  On  the 
Strip,  Hilton's  Flamingo,  long  a  high- 
roller  emporium,  is  being  refitted  to 
serve  tour  groups.  And  MGM's  high- 
stakes  gaming  room  is  now  closed. 

Actually,  huge  casino  investments  by 
big  public  corporations  are  forcing  mass 
marketing.  Hilton,  for  example,  is  now 
completing  a  $61  million  expansion.  Its 
flagship  will  soon  have  2,750  rooms — 700 
more  than  MGM.  "Years  ago,  you  could 
make  a  good  showing  with  a  500- room 
hotel,"  says  L.T.  (Mickey)  Rhylick,  who 
runs  Del  Webb's  Nevada  operations. 
"Now  it  can't  generate  enough  traffic  to 
support  the  attractions  you  need." 

Webb's  margins,  in  fact,  suffer  be- 


cause it  lacks  both  MGM's  pizzaz  and 
Hilton's  sales  network.  The  late  Howard 
Hughes  Summa  Corp.  is  another  lag- 
gard. Summa  operates  six  casinos,  more 
than  any  other  licensee,  but  few  are 
successful.  After  buying  in  big,  Hughes 
lost  interest  and  let  choice  properties 
like  the  Desert  Inn  and  the  Sands  dete- 
riorate. Only  recently  did  much-needed 
refurbishing  begin. 

Ironically,  this  need  for  capital  comes 
after  federal  retirement  reforms  have 
curtailed  lending  by  the  Teamsters'  Cen- 
tral States  Pension  Fund,  once  the  major 
source  of  long-term  money  for  casino 
owners.  The  Fund  still  holds  $225  mil- 
lion in  Nevada  debt — now  managed  by 
Los  Angeles  money  man  Victor  Pal- 
mieri — but  is  lending  no  more. 

Without  Teamster  money,  indepen- 
dent casinos  like  the  Dunes  and  the  Riv- 
iera are  in  a  bind.  Nevada  banks  can  lend 
no  more  than  $6  million  to  any  one  cus- 
tomer, and  even  with  state  regulation 
and  audits  by  Big  Eight  accountants  few 
out-of-state  banks  or  insurance  compa- 
nies will  back  a  casino. 

"They  worry  about  what  little  old  lady 
stockholders  might  think,"  grouses  Cir- 
cus Circus  owner  William  Pennington. 
"Those  little  old  ladies  are  probably  out 
playing  our  slot  machines  right  now." 


Since  financing  is  a  hurdle  to  casino 
development,  the  odds  favor  big  corpo- 
rations. Hilton,  for  example,  can  pledge 
nongambling  assets;  Caesars  World, 
Harrah's  and  MGM  have  each  floated 
debt  issues. 

Nevada  regulators  welcome  this  push 
to  concentration,  which  could  polish  the 
industry's  image.  "We  expect  lots  of  casi- 
nos to  merge  into  public  companies," 
says  the  Gaming  Control  Board's  James 
Noel.  "Individual  owners  can't  expand 
otherwise." 

Who  are  potential  buyers?  Gambling 
is  a  natural  add-on  for  any  lodging  chain, 
and  even  clean-cut  outfits  like  Holiday 
Inns,  Howard  Johnson  and  Marriott  are 
impressed  by  its  profitability.  Also,  a 
new  Nevada  law  allows  licensing  of  for- 
eign casino  operators — such  as  ITT- 
Sheraton,  Loews  Corp.,  Playboy,  Inc. 
and  TWA's  Hilton  International. 

Corporate  niceties,  of  course,  will  not 
make  gambling  just  another  business. 
But  already  things  are  changing.  Pre- 
printed casino  marker  applications  ask 
for  two  bank  references.  An  MGM  com- 
puter reveals  the  Scotch  brand  a  good 
customer  wants  when  he  checks  into  his 
room.  And  Caesars  Palace  will  soon  sell 
show  seats  individually — eliminating  the 
traditional  $10  tip  for  a  good  table.  ■ 
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The  Newest  Italian  Immigrant 

Red  Brigades  brutality  is  hastening  the  flight 
of  capital  and  enterprise  from  Italy.  Will  it  slow 
Fiat's  ambitious  invasion  of  the  U.S.  truck  market? 


By  PAUL  GIBSON 

Barely  72  hours  after  the  assassination 
of  Aldo  Moro,  the  former  Italian  pre- 
mier, a  group  of  Fiat  executives  were 
dining  in  Turin  with  a  Forres  reporter. 
A  grim  industrial  city  in  northern  Italy, 
Turin  is  both  headquarters  for  giant  Fiat 
($12.6  billion  in  sales  in  1977)  and  a 
hotbed  of  Red  Brigades  terrorist  activi- 
ties. This  night  the  communist-run  city 
was  remarkably  quiet,  yet  Bruno  Bec- 
caria,  a  Fiat  executive  director,  clearly 
had  one  thought  uppermost  in  his  mind 
as  he  sat  down  to  eat.  How  will  the  U.S. 
view  Italy  now? 

This  month  Fiat  begins  exporting 
trucks  to  the  U.S.  through  its  newest 
subsidiary,  Industrial  Vehicles  Corp. 
Would  you  buy  a  truck  from  people  who 
can  t  keep  their  own  country  in  reason- 
able order?  That's  what  Fiat  is 
wondering. 

Its  Iveco  subsidiary  will  be  selling  me- 
dium-sized diesel-engined  vehicles  of 
the  type  that  are  popular  in  Europe — 
where  fuel  costs  are  high — but  not  yet 
widely  made  in  the  U.S.  With  energy 
costs  virtually  certain  to  keep  rising 
here,  Iveco  hopes  it  can  carve  out  a 
profitable  niche  with  its  cheap-to-run 
diesels  in  much  the  same  way  as  the 
Japanese  and  Germans  did  with  small 
cars.  By  the  mid-1980s,  in  fact,  Iveco 
believes  the  U.S.  could  be  an  even  big- 
ger market  for  its  trucks  than  Italy. 

"It  is  in  America  s  interests  to  buy  our 
trucks,"  says  Beccaria  bravely,  "because 
if  you  do  you  will  be  helping  us  keep  a 
free  enterprise  system  and  survive 
against  communism." 

However,  economics  more  than  poli- 
tics will  determine  Iveco's  success  in  the 
U.S.  and  Iveco  has  a  good  deal  to  offer. 

Founded  in  1975,  Iveco  is  a  five-way 
merger  that  welded  together  three  Ital- 
ian truckmakers  (Fiat,  OM  and  Lancia) 
with  one  West  German  producer  (Ma- 
girus-Deutz)  and  a  French  manufacturer 
(UNIC).  Fiat  owns  80%  of  the  stock,  and 
West  Germany's  Klockner-Humboldt- 
Deutz  AG  20%.  Overnight  Iveco  be- 
came Europe's  second- largest  truck 
manufacturer,  after  West  Germany's 
Daimler-Benz  AG. 
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Foreign  Invader:  To  break  into  the  U.S.,  Fiat's  Iveco  is  building  its  trucks  in 
Germany,  where  production  schedules  are  less  often  upset  by  strikes. 


With  13  plants  and  50,000  workers 
scattered  across  Europe,  South  America 
and  Africa,  Iveco  now  boasts  one  of  the 
world's  widest  mixes  of  industrial  vehi- 
cles ranging  from  trucks  and  vans  to  fire 
engines  and  buses.  Last  year  Iveco  pro- 
duced 109,000  vehicles  and  earned 
about  $50  million  on  $3-billion  sales. 

As  Beccaria  sees  it,  Iveco  is  a  proto- 
type. Similar  mergers  must  follow,  he 
says,  if  European  firms  are  to  compete 
with  the  bigger  U.S.  and  Japanese  firms 
and  with  the  state-controlled  producers 
in  Eastern  Europe  and  Russia.  "If  we  can 
make  a  success  of  Iveco,  says  Beccaria, 
"we  will  prove  that  Europe  can  become  a 
political  as  well  as  an  economic  union." 

It's  one  thing  to  talk  integration,  but 
quite  another  to  do  it.  "The  workers 
recognized  the  need  for  change,  but  the 
managers  were  frightened  of  losing  their 
positions,"  says  Beccaria,  who  frequently 
bypassed  the  inevitable  staff  committees 
that  formed  at  Iveco  (as  they  do  in  all 
Italian  firms)  and  resorted  to  what  he 
calls  "dictatorial  decision-making."  He 
insisted,  for  example,  that  trucks  des- 
tined for  the  U.S.  will  be  assembled  bv 


Magirus  rather  than  UNIC,  which  nor- 
mally makes  that  size  vehicle.  Why?  Be- 
cause the  Germans  are  better  than  the 
French  at  keeping  to  production  sched- 
ules, and  Beccaria  can't  let  national  pride 
interfere  with  orders. 

Similarly,  he  has  merged  a  group  of 
marginally  efficient  plants  to  achieve 
economies  of  scale  through  specializa- 
tion. Where  previously  all  the  plants 
made  a  little  of  everything,  now  a  single 
plant,  OM,  Milan,  builds  all  of  the  rear 
axles.  With  all  these  changes,  Iveco  has 
more  than  doubled  the  number  of  truck 
models  it  made  three  years  ago,  but 
reduced  the  different  components  need- 
ed by  a  quarter.  Iveco  is  considering 
moving  its  central  operating  staff  from 
Turin  to  Paris.  The  Italian  politicians  and 
unions  won't  like  that,  but  they  will  have 
to  bear  the  responsibility  themselves  for 
the  chaos  and  low  productivity  that  they 
hav  e  encouraged. 

In  accomplishing  all  this,  Beccaria  has 
had  to  knock  plenty  of  heads,  but  he  is 
used  to  making  tough  decisions  and  mak- 
ing them  stick.  Powerfully  built  and 
craggy-faced  at  63,  Beccaria  came  up 
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through  the  ranks  at  OM,  but  learned 
the  need  for  harsh  discipline  as  a  World 
War  II  artillery  officer  in  the  Italian  army 
hauling  cannons  by  mule  over  the  Mari- 
time Alps  to  fight  the  French. 

Fiat,  controlled  by  the  powerful  Ag- 
nelli family,  is  backing  Beccaria  to  the 
hilt.  Last  year  it  spent  $250  million  ex- 
panding its  new  truck  production  facili- 
ties vs.  only  $230  million  for  cars.  Over 
the  next  five  years  Iveco's  capital  budget 
will  top  $1  billion,  big  money  in  Europe. 

Fiat,  Iveco's  parent,  is  Italy's  largest 
truly  private  enterprise  and  is  controlled 
by  IFI,  the  holding  company  for  the 
fabulously  wealthy  Agnelli  family.  Lately 
the  Agnellis  have  been  moving  their 
funds  out  of  Italy  either  by  investing 
directly  in  U.S.  companies  such  as  Ban- 
tam Books  and  Hesston  Corp.  or  through 
partnership  deals  with  firms  like  Allis- 
Chalmers.  In  a  country  where  private 
wealth  is  increasingly  regarded  as  antiso- 
cial it  only  makes  sense  to  spread  your 
assets  and  your  risks. 

Initially,  Iveco  intended  to  enter  the 
U.S.  in  partnership  with  Signal  Cos.' 
Mack  Trucks,  which  is  big  in  heavy-duty 
vehicles.  However,  after  18  months  of 
inconclusive  talks  Iveco  decided  to  go  it 
alone.  It  hired  away  several  Mack  execu- 
tives, including  Raymond  S.  Reardon 
Jr.,  director  of  international  sales.  "I 


think  Mack  made  a  big  mistake  in  not 
joining  forces  with  Iveco,"  says  Reardon, 
50,  now  Iveco's  president  in  North 
America.  "The  two  firms  would  have 
been  a  natural  fit,  with  Iveco  supplying 
the  medium-sized  trucks  to  go  alongside 
Mack  s  class  8  vehicles." 

Already  Reardon  has  signed  up  55 
dealers  in  32  states,  many  of  them 
Mack's,  and  soon  plans  to  have  100. 

How  good  are  Iveco  s  chances  in  the 
U.S.?  Beccaria  talks  optimistically  about 
selling  a  minimum  10,000  trucks  in  1982 
and  maybe  even  double  that  amount. 
Other  European  manufacturers,  howev- 
er, have  tried  to  break  into  this  market 
with  scant  success.  Daimler-Benz,  for 
example,  first  began  marketing  trucks 
here  in  1970  but  last  year  still  sold  fewer 
than  2,000  units,  while  Volvo,  here  since 
1975,  sold  only  430. 

Iveco  wants  to  avoid  the  mistakes  of 
others.  Unlike  Volvo,  it  isn't  attempting 
to  compete  in  heavy-duty  trucks,  where 
U.S.  firms  are  clearly  superior. 

Also  Iveco  is  paying  close  attention  to 
spare  parts.  "We  will  be  able  to  fill  98% 
of  the  orders  for  parts  on  the  spot,"  says 
Reardon.  "It  means  bigger  inventories 
and  lower  profits,"  he  continues,  "but 
that's  a  sacrifice  you  have  to  make  to  get 
credibility." 

What  will  probably  count  most,  how- 


ever, is  the  growing  interest  among  U.S. 
truck  buyers  in  diesel-powered  units. 
Last  year  diesel's  share  of  the  class  6 
market,  where  Iveco  will  compete,  dou- 
bled to  7%  and  so  far  this  year  is  running 
around  10%.  "This  market  is  about  to 
explode,"  says  Reardon. 

It's  easy  to  see  why:  Diesel  trucks  do 
about  nine  miles  to  the  gallon  vs.  only 
three  miles  or  so  for  gas-fueled  trucks, 
and  they  cost  about  half  as  much  to 
maintain.  True,  diesels  typically  cost 
40%  more  to  buy,  but  a  well-made  truck 
can  last  six  or  more  years.  So  even  short- 
distance  truckers  can  justify  the  higher 
investment  because  of  the  cheaper  oper- 
ating costs.  As  the  cost  of  fuel  goes  up, 
the  equation  inevitably  must  swing  in 
diesel's  favor.  Pollution?  Public  impres- 
sions to  the  contrary,  diesel  engines 
don't  foul  the  air  as  much  as  gasoline 
engines.  They're  just  noisier. 

Success  here  may  take  longer  to 
achieve  than  Beccaria  expects.  And  the 
U.S.  firms  aren  t  rolling  over.  Interna- 
tional Harvester  already  is  big  in  diesel 
trucks  and  General  Motors  is  building  a 
391,000-sq.-ft.  diesel  engine  plant  in 
Romulus,  Mich. 

Detroit  isn't  going  to  be  caught  asleep 
over  diesel  trucks  as  it  was  with  small 
cars.  But  neither  is  Iveco  walking  into 
this  tough  market  with  its  eyes  closed.  ■ 


Lower  Taxes  On  Capital  Gains? 

To  nearly  everybody's  surprise,  a  big  slash  in 
capital  gains  taxes  could  pass  Congress  this  year. 
But  it  could  run  into  a  presidential  veto — 
and,  surprisingly,  not  all  businessmen  approve. 


By  JAMES  S.  BYRNE 

William  Steiger,  a  Wisconsin  Repub- 
lican and  one  of  the  brighter  members  of 
the  generally  high-caliber  House  Ways 
&  Means  Committee,  wants  to  turn  the 
clock  back  to  the  days  before  the  Tax 
Reform  Act  of  1969  when  capital  gains 
were  taxed  at  a  maximum  rate  of  25% 
and  the  stock  market  and  venture  capital 
were  both  far  healthier  than  today.  The 
1969  Act  and  another  passed  in  1976 
combined  to  push  the  top  capital  gains 
rates  up — to  a  peak  of  49. 125%  for  a  tiny 
group  of  really  high  income  taxpayers. 
Steiger  and  a  host  of  supporters  believe 
that  that  change  has  been  a  major  factor 
in  slowing  turnover  of  assets,  holding 
down  stock  prices,  throttling  business 
investment  and  decimating  the  ranks  of 
venture  capitalists. 

To  his  immense  surprise,  Steiger 
thinks  he  will  succeed  this  year  in  cut- 
ting capital  gains  taxes — though  prob- 


ably not  all  the  way  to  25%.  He  says  he 
has  enough  votes  in  Ways  &  Means  to 
get  the  proposal  to  the  House  floor.  In 
the  Senate,  some  60  co-sponsors  have 
signed  on  to  a  similar  measure  offered  by 
Senator  Clifford  P.  Hansen  (R-Wyo.). 

Treasury  officials  are  fighting  Steiger 
tooth  and  toenail  on  two  grounds:  first, 
that  rolling  back  the  rate  would  benefit 
mostly  people  with  incomes  above 
$200,000,  about  0.1%  of  all  taxpayers; 
and  second,  that  the  estimated  $2  billion 
in  lost  revenue  would  give  more  invest- 
ment bang  for  the  buck  if  used  for  corpo- 
rate income  tax  cuts  and  bigger  invest- 
ment tax  credits,  both  of  which  the 
Administration  has  proposed.  If  the  bill 
passes,  there  is  a  good  chance  President 
Carter  would  veto  it. 

Steiger,  however,  isn't  giving  ground. 
"It  can  hardly  be  surprising  that  the  chief 
beneficiaries  of  the  bill  will  be  rich,  since 
they  hold  most  of  the  capital  assets,"  he 
argues.    From  his  files,   Steiger  pulls 


study  after  study  indicating  that  cutting 
capital  gains  taxes  would  generate  faster 
economic  growth  and,  in  particular, 
more  investment.  Some  of  these  studies 
conclude  that  this  added  growth,  plus 
the  "unlocking"  effect  on  current  assets, 
would  mean  that  the  Treasury,  in  the 
end,  would  not  lose  money. 

In  a  May  12  letter  to  Ways  &  Means 
members,  Treasury  Secretary  W.  Mi- 
chael Blumenthal,  opposing  Steiger's 
proposal,  challenged  the  studies.  He  ar- 
gued that  the  Administration's  proposed 
corporate  rate  cuts  and  investment  tax 
credit  hikes  represent  a  broader  and  bet- 
ter set  of  incentives  to  capital  formation. 
Only  about  10%  of  total  taxes  on  earnings 
from  capital  are  in  the  form  of  capital 
gains  taxes.  Surprisingly,  some  business- 
men agree  with  the  Treasury  (see  p. 
132).  These  are  mostly  representatives  of 
big  business,  where  capital  gains  are  not 
important  to  cash  flow  and  more  gener- 
ous tax  credits  are. 
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But  what  about  venture  capital  and 
small  business?  If  the  problem  is  as  spe- 
cific as  attracting  venture  capital,  then, 
Treasury  economist  Emil  M.  Sunley  Jr. 
argues,  "You  can  design  something  that 
applies  to  new  issues  of  venture  stock, 
and  that  doesn't  provide  windfalls  to 
people  who  held  land  or  real  estate  or 
securities  they  inherited."  The  fact  is, 


though,  that  the  Administration  has  not 
seen  fit  to  do  that. 

W  hat  the  Administration  is  ignoring  is 
the  fact  that  in  a  time  of  constantly  rising 
prices  a  major  part  of  what  is  regarded  as 
a  "profit"  for  tax  purposes  is  no  profit  at 
all;  why  should  a  person  be  taxed  for 
selling  a  piece  of  property  that  appreci- 
ates solely  because  of  inflation?  Capital 


gains  taxes  don't  make  much  sense  in  an 
inflationary  period. 

The  real  significance,  then,  of 
Steiger's  proposal — and  the  surprising 
support  it  is  generating — is  that  Con- 
gress now  seems  to  recognize  that  taxes 
are  a  serious  drag  on  capital  formation. 
And  this,  whatever  the  merit  of  Steiger's 
specific  proposal,  is  a  big  step  forward.  ■ 


A  Veritable  Paradox 


President  Carter  scaled  back  his  tax  cut  because 
unemployment  was  dropping  faster  than  anyone 
expected.  But  that's  not  necessarily  good  news. 


By  JOHN  BERRY 

President  Carter's  decision  to  delay 
and  reduce  his  proposals  for  a  tax  cut 
tells  us  something  about  the  kind  of  bud- 
get he  will  probably  be  coming  up  with 
next  January:  relatively  light  on  fiscal 
stimulus  with  a  deficit  S15  billion  to  S20 
billion  less  than  the  Sol  billion  now  fore- 
cast for  fiscal  1979. 

Significantly,  when  Carter  scaled  back 
his  proposed  tax-cut  package  from  S24.5 
billion  to  S15  billion,  it  met  with  no  static 
from  AFL-CIO  President  George 
Meany,  who  had  previously  pressed  for  a 
bigger  and  quicker  tax  cut  as  a  means  of 
stimulating  the  economy  and  creating 
additional  jobs. 

The  fact — and  even  Meany  recognizes 
it — is  that  the  economy  is  creating  jobs 
too  fast.  Too  fast,  that  is,  in  relation  to 
the  rate  at  which  output  is  growing.  In 
just  12  months  the  economy  has  created 
4  million  new  jobs,  a  gain  of  nearly  4.5%, 
but  the  production  of  goods  and  services 
increased  only  3.7%.  What  this  means  is 
that  productivity  is  not  increasing  the 
way  it  should  during  a  recovery.  In  1977 
output  per  hour  worked  in  the  nonfarm 
business  sector  increased  2.1%.  but  dur- 
ing a  recovery  of  that  strength,  3%  or 
more  would  have  been  more  normal. 

The  figures  for  the  first  quarter  of 
1978 — even  allowing  for  the  distorting 
effects  of  the  bad  winter  and  the  coal 
strike — were  even  worse.  The  April  em- 
ployment figures,  which  showed  the 
surge  in  jobs  continuing,  were  the 
clincher:  The  added  workers  weren't 
adding  as  much  to  production  as  they 
should  have  been.  Apparently,  industry 
had  scraped  the  barrel  dry  of  skilled 
workers.  If  the  trend  continued,  it  would 
create  explosive  pressure  on  wages  and  a 
scary  inflationary  situation.  Strong 
stimulus  from  the  government  was  the 
last  thing  the  economy  needed. 

With  those  astonishing  April  numbers 
in  hand,  Charles  Schultze  convened  a 


small  meeting  in  his  office  in  the  Execu- 
tive Office  Building.  The  chairman  of  the 
Council  of  Economic  Advisers  had  no 
ready  explanation  for  what  was  happen- 


CEA  Chief  Schultze:  Last  among  Carter's 
advisers  to  be  convinced  the  tax  cut  had 
to  be  smaller  and  later. 


ing,  why  the  number  of  jobs  was  surging 
ahead  so  fast,  but  he  knew  it  was  time  to 
change  gears.  Treasury  Secretary  W.  Mi- 
chael Blumenthal,  often  a  mildly  conser- 
vative counterpoint  to  Schultze's  practi- 
cal liberalism,  had  been  arguing  for  a 
smaller  tax  cut  for  several  weeks.  So  had 
James  Mclntyre,  director  of  the  Office  of 
Management  &  Budget,  who  would  have 
preferred  trimming  more  than  what  Car- 
ter ultimately  decided  upon. 

Blumenthal,  Mclntyre  and  Presiden- 
tial Assistant  Stuart  Eizenstat  gadiered 
in  Schultze's  office  that  day  to  ponder 


this  question:  W  hat  if  the  very  poor  pro- 
ductivity performance  were  to  continue? 
If  it  did.  then  even  the  316%  to  4% 
growth  forecast  by  the  Administration 
for  the  second  half  of  this  sear  could 
keep  driving  down  the  unemployment 
rate.  After  all,  at  6%,  the  April  jobless 
rate,  the  Administration  is  already  where 
it  expected  to  be  in  the  middle  of  1979. 
Under  present  circumstances,  6%  unem- 
ployment is  probably  as  close  to  full  em- 
ployment as  the  economy  can  get  with- 
out releasing  severe  inflationary 
pressures. 

Carter  readily  agreed  to  the  lower 
cuts — even  though  it  was  clear  that  alter- 
ing his  tax  program  would  provide  more 
ammunition  for  those  critics  who  accuse 
him  of  waffling  on  everything  from  nu- 
clear power  to  tax  cuts. 

At  a  midweek  meeting  at  the  White 
House  Carter  decided  to  put  the  changes 
to  the  budget  committee  chairmen,  Sen- 
ator Edmund  Muskie  (D-Me.)  and  Bep- 
resentative  Bobert  Ciamo  (D-Conn.). 
They  came  to  breakfast  the  next  morn- 
ing, heard  the  news  with  some  relief. 
Fed  Chairman  G.  William  Miller,  who 
had  been  publicly  urging  a  smaller  cut, 
got  the  word  later  that  day.  On  Friday 
afternoon,  everyone  else  learned,  too. 

So  what  does  it  all  mean?  First,  the 
federal  budget  in  fiscal  1979  will  still 
have  just  about  the  same  amount  of 
stimulus  as  this  year's  budget — instead 
of  S10  billion  more  as  originally  intend- 
ed. All  other  things  being  equal,  that  will 
produce  slightly  slower  economic  growth 
next  year,  perhaps  with  GNP  about 
0.3%.  or  88  billion  lower  than  it  other- 
wise would  have  been. 

Second,  the  Administration  hopes  the 
Fed  will  see  its  way  clear  not  to  raise 
interest  rates  quite  so  much  in  the  face  of 
a  Sol-billion  (not  860  billion)  federal 
deficit  expected  for  this  year.  But  there 
are  rumblings  from  other  members  of 
the  Federal  Open  Market  Committee  at 
Miller's  involvement  and  the  appearance 
of  a  "deal.  "  There  is  no  deal  as  such.  Just 
a  hope,  based  on  Miller's  near-promises, 
that  the  Fed  will  play  ball. 

Meanwhile,  the  economists  are  still 
scratching  their  heads  over  the  signals 
the  economy  is  sending  out.  And,  pon- 
dering a  paradox,  to  wit:  An  economy 
that  is  creating  new  jobs  too  fast  is  poten- 
tially as  dangerous  as  one  that  is  not 
creating  them  fast  enough.  ■ 
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Working  Nights:  Houston  Natural  Gas  Chairman  Robert  Her-  ington.  Here  they  join  U.S.  Ambassador  to  Sweden  and  Mrs. 
ring  and  wife  Joanne  (right)  are  often  seen  in  glittering  Wash-     David  Smith  at  a  reception  at  the  Iranian  embassy. 


The  Black-Tie  Executive — 
Pleasure?  Or  Business? 

Bob  Herring  goes  to  lots  of  parties  in 
Washington,  D.C.,  but  the  Houston  Natural  Gas  boss 
doesn't  go  just  for  the  hors  d'oeuvres. 


It  was  a  fairly  typical  night  in  Washing- 
ton for  Houston  Natural  Gas  Corp. 
Chairman  Robert  R.  Herring,  57,  and 
his  wife,  Joanne.  At  a  black-tie  party  at 
the  Moroccan  embassy  Joanne,  who  is 
that  country's  honorary  consul  in  Hous- 
ton, gave  a  short,  pro- Moroccan  speech. 
Bob  Herring  circulated  among  the 
guests,  the  usual  Washington  sprinkling 
of  senators,  congressmen  and  diplomats, 
making  small  talk.  For  the  past  two 
years,  the  Herrings  have  been  regulars 
in  the  capital's  society  columns. 

There's  method  in  Herring's  party-go- 
ing. For  Washington  is  a  town  where 
business  and  pleasure  most  emphatically 
do  mix.  "I  do  far  more  good  at  these 
parties  than  I  do  trying  to  go  up  on  the 
Hill  with  that  damn  staff  sitting  there.  It 
has  got  to  the  point  where  these  guys 
[congressmen]  are  really  beginning  to 
listen." 

In  the  beginning,  Herring  says,  the 


politicians  not  only  didn't  much  listen  to 
Texas  oilmen;  they  scarcely  knew  any. 

"Back  then  Zahedi  [Iranian  Ambassa- 
dor Ardeshir  Zahedi]  would  say.  Which 
senator  do  you  want  to  work  on  this 
time?  and  he  d  invite  him.  Now  it's  dif- 
ferent. Jake  Javits  [the  Republican  sena- 
tor from  New  York]  had  us  up  to  his 
apartment  the  other  night  with  just  two 
other  senators  and  their  wives.  And 
these  are  guys  who  don't  vote  the  way  I 
like  most  of  the  time.  But  it's  beginning 
to  give  us  an  input." 

What  the  government  does — or 
doesn't  do — has  always  been  important 
to  the  petroleum  industry,  but  much 
more  so  since  the  energy  crisis  erupted 
in  1973.  Now  Herring  spends  much  of 
his  time  in  Washington,  but  in  the  old 
days  he  was  mostly  at  home  in  Houston, 
building  his  smallish  natural  gas  trans- 
mission company  into  today's  $1.5-bil- 
lion  wholesaling  and  transmission  giant. 


Herring,  a  short  and  dapper  man,  is  a 
native  of  Childress,  Tex.  and  a  graduate 
in  economics  from  Texas  A&M.  He 
spent  his  early  career  putting  together 
pipelines  and  distribution  networks  for 
the  then-new  wonder  fuel  of  post-World 
War  II  America,  natural  gas.  After  Hous- 
ton Natural  in  1963  acquired  the  com- 
pany he  worked  for,  Herring  quickly 
made  his  way  to  the  top  of  the  parent 
organization,  becoming  chief  executive 
in  1967.  Since  that  time  he  has  expanded 
and  diversified  HNG.  He  built  so  well 
that  the  company  has  averaged  better 
than  a  26%  return  on  stockholders'  equi- 
ty in  the  last  five  years;  its  earnings  have 
grown  nearly  twelvefold  since  Herring 
took  over  a  decade  ago. 

HNG  gets  71%  of  its  $1.5-billion  rev- 
enues and  51%  of  its  $204-million  pretax 
income  from  the  transmission  and  sale  of 
natural  gas.  It  buys  gas  from  producers 
and  resells  it  to  big  users,  such  as  petro- 
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chemical  plants  and  suppliers  to  public- 
utilities.  HNG  makes  its  profits  largely 
from  the  spread  between  what  it  pays 
producers  and  what  it  charges  the  cus- 
tomers. But  its  high  rates  of  profitability 
in  recent  years  owe  much  to  Herring  s 
shrewd  reading  of  the  market,  and  to  his 
timing. 

Back  in  1971  he  saw  shortages  of  gas 
coming,  and  so  went  to  west  Texas  to 
secure  long-term  supplies  under  con- 
tract. HNG  then  participated  in  building 
pipelines  to  transport  the  gas  back 
to  its  market  area.  Soon  after,  with 
his  gas  supply  as  a  bargaining 
point,  Herring  was  able  to  renego- 
tiate contracts  with  his  customers, 
thus  allowing  HNG  to  pass  along 
its  rising  purchase  costs  for  gas. 
The  company  has  also  been  suc- 
cessful in  finding  and  developing 
its  own  supplies;  and  selling  its 
own  supplies  is  far  and  away  the 
most  profitable  part  of  its 
business. 

But  everywhere  he  turns  Her- 
ring bumps  into  the  federal  gov- 
ernment. Federal  controls  keep 
down  the  price  of  gas  that  moves 
from  one  state  to  another — inter- 
state gas;  but  there  is  no  federal 
control  on  gas  produced  in  Texas 
and  consumed  in  Texas — that  is, 
intrastate  gas.  So,  gas  prices  in 
Texas  are  actually  higher  than  out- 
side. As  a  result,  Texas  industry  is 
cutting  back  on  its  use  of  the  valu- 
able fuel.  This  is  rough  on  HNG, 
which  has  seen  its  demand  shrink- 
ing, leaving  it  with  a  gas  surplus. 
In  the  first  half  of  the  fiscal  year 
ending  July  31,  HNG's  gas  sales 
dropped  8%,  and  partly  as  a  result 
earnings  dipped  $910,000. 

You  thought  there  was  a  short- 


Big  HNG  customers  in  Texas  such  as 
Amoco,  Monsanto,  Union  Carbide  and 
Dow  Chemical  have  firm  plans  to  con- 
vert to  coal  for  boiler  uses,  handing  back 
to  Herrings  company  the  natural  gas 
they  now  buy  from  it.  Herring  must  find 
a  market  for  the  surplus  gas.  There  will 
be  good  markets  available  outside  of  Tex- 
as but,  as  the  regulatory  mess  now 
stands,  Texas  gas  must  be  sold  for  a 
lower  price  outside  of  Texas  than  inside 
Texas.  How  so?  Because  Congress  in  its 


age  of  natural  gas?  Not  really. 


There  were  20. 9  trillion  cubic  feet 
of  natural  gas  used  in  the  U.S.  last 
year,  but  the  thing  to  remember  is  this: 
If  there  had  been  no  artificially  low  fed- 
eral prices  beginning  in  1954,  total  usage 
would  be  much  less,  maybe  15  trillion. 
In  other  words,  a  full  26%  of  the  gas 
usage  is  based  on  the  artificially  low  fed- 
erally mandated  price.  At  these  artificial- 
ly low  prices,  gas  has  been  used  waste- 
fully — to  generate  electricity  for 
example,  and  for  industrial  processes — 
when  its  cleanliness  makes  it  more  suit- 
able for  home  heating.  The  industrial 
uses  are  now  being  cut  back  as  prices 
gradually  rise.  "The  auto  industry  has 
made  its  decision  to  switch  to  coal,"  says 
John  Irwin,  vice  president-marketing  for 
Panhandle  Eastern  Pipe  Line  Co. ,  which 
serves  Detroit.  "The  paper  industry  is 
now  more  than  60%  energy  self-suffi- 
cient," says  Herring.  "You  remember 
how  they  were  trying  to  make  pressed 
board  out  of  the  last  gasp  of  the  tree? 
Now  they  burn  it." 


Calculator:  Herring,  seen  here  in  his  Houston 
office,  reckons  that  HNG  can  make  as  much  money 
from  $1.30  coal  as  from  $2  natural  gas. 


unwisdom  still  keeps  gas  prices  artificial- 
ly low  in  the  national  market  even 
though  the  intrastate  market  is  not  with- 
in its  control.  The  price  is  $1.93  per 
1,000  cubic  feet  inside  Texas  and  77 
cents  on  average  in  the  regulated  inter- 
state market;  Herring  and  his  Texas  sup- 
pliers are  not  about  to  let  New  Yorkers, 
say,  have  gas  for  less  than  their  fellow 
Texans  pay.  So  Herring  as  well  as  HNG 
President  Joe  H.  Foy  are  working  hard 
in  Washington  for  legislation  that  would 
make  the  price  the  same  in  national  and 
in  intrastate  markets.  After  a  year  of 
debate,  the  legislation  should  come  up 
for  a  vote  in  Congress  this  summer  now 
that  Senate-House  conferees  have 
agreed  to  a  formula  for,  over  time,  re- 
turning natural  gas  to  market  economics. 

The  present  situation  is  this:  The  in- 
terstate pipelines  are  running  at  two- 
thirds  of  capacity  because  they  don't 
have  enough  gas;  gas  distribution  compa- 


nies such  as  Columbia  Gas  System's  sub- 
sidiary in  Columbus,  Ohio  haven't  been 
able  to  seek  new  customers  since  1972. 
They  would  like  to  get  the  gas  that  Her- 
ring can  no  longer  market  in  Texas — and 
are  willing  to  pay  the  price  if  Congress 
will  let  them. 

Meanwhile  Bob  Herring  isn't  one  to 
sit  around  waiting  for  Congress  to  act.  As 
some  of  his  customers  shift  away  from 
natural  gas,  Herring  is  in  there  pitching 
coal  from  HNG's  1.3  billion  tons  of  re- 
serves in  Illinois  and  Colorado.  In 
1973  Herring,  with  brilliant  tim- 
ing, acquired  Illinois'  Zeigler  Coal 
Co. — 1  billion  tons  of  reserves — 
for  $30  million,  and  in  1976  he 
added  Colorado's  Empire  Energy 
Co.  for  $27.5  million.  HNG  pro- 
poses to  build  a  coal  slurry  pipe- 
line from  Colorado  to  Texas  in  co- 
operation with  the  Denver  Rio 
Grande  Western  Railroad 
(Forbes,  May  15).  Herring  has  an 
even  more  elaborate  delivery 
scheme  in  mind  to  supply  coal 
from  Illinois  to  waiting  petro- 
chemical industry  customers  on 
the  Louisiana  Gulf  Coast. 

Again,  with  excellent  timing, 
HNG  in  1976  paid  some  $165  mil- 
lion in  stock  for  St.  Louis-based 
Pott  Industries,  Inc.,  a  Mississippi 
River  barge  operator  with  ship- 
building and  offshore  marine  oper- 
ations. This  year  HNG  is  investing 
$22  million  in  a  coal  transfer  and 
storage  terminal  at  Cora,  111., 
downriver  from  St.  Louis.  Herring 
proposes  to  supply  industry  and 
utilities  throughout  the  Gulf  Coast 
with  coal,  utilizing  an  efficient 
barge  operation. 

"I  can  deliver  coal  energy  easily 
at  $1.30  per  million  BTUs  com- 
pared with  $2  per  million  for  gas," 

  says  Herring,  an  acknowledged 

expert  on  energy  pricing.  The  po- 
tential profit  from  the  coal  operation 
would  be  over  $40  million,  some  30%  of 
the  $131  million  HNG  netted  in  fiscal 
1977.  This  year,  with  the  strike,  coal 
earnings  will  be  down,  and  the  terminal 
is  only  under  construction.  But  coal 
looks  bright  for  fiscal  '79. 

And  gas?  Without  the  legislation,  Her- 
ring says,  it  will  take  "three  to  five  years" 
to  work  out  the  gas  oversupply  situation 
in  his  main  market.  In  all  likelihood,  the 
Texas  Railroad  Commission  would  step 
in  and  prorate  gas  production  the  way  it 
did  with  oil  in  the  1930s,  keeping  Texas 
gas  in  the  ground  rather  than  selling  it 
cheap  to  out-of-staters. 

Whatever  happens  in  Washington, 
HNG  is  well  fixed  for  the  long  term. 
How  soon  that  will  come  depends  in  part 
on  how  successful  Bob  Herring  is  in 
persuading  the  politicians  to  scrap  the 
inefficient  and  disastrous  system  of  price 
regulation  in  natural  gas.  ■ 
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When  you've  got  an 
upset  computer  at  4  in  the  morning, 
its  good  to  know  that  help 
is  just  a  phone  call  away. 

24  hours  a  day. 
Any  day  of  the  year.  Your 
Honeywell  Response  Center  is 
standing  by  -  ready  to 
respond  to  the  slightest  hiccup 
in  your  Honeywell  Computer 
System. 

One  phone  call  and 
our  team  springs  into  action. 
Our  computer  system 
pulls  your  records  -  every 
detail  about  your  computer's 


configuration,  maintenance, 
and  performance. 

For  some  systems, 
we  can  hook  up  our  remote 
terminal  and  diagnose 
the  problem  right  over  the 
phone.  Usually  we  can  make 
software  corrections. 


Often  we  can  bypass  hard- 
ware problems.  Occasionally 
a  house  call  is  necessary. 

But  it's  always  nice  to 
know:  If  your  Honeywell  com- 
puter ever  goes  down, 
we're  up. 


Honeywell 


IN  MY  FAMILY  1  PICK  THE  CAR 
AND  LET  MY  HUSBAND 
PICK  THE  COLOR: 

HERMINE  F1NKENZELLER,  AUDI  5000  STRUCTURAL  ENGINEER 


Was  it  hard 
getting  started 
as  an  automotive 
engineer? 


Isn't  it  usually  Finkenzeller:  Well,  I  suppose  it's  a  bit 
round?^  unusual  for  a  woman  to  be  a  structural 

engineer.  But  I  am  and  it  happens  that 
my  husband  is  not.  Actually,  he's  very  good  at  his  job, 
but  he's  in  an  entirely  different  field.  I've  been  design- 
ing automotive  components  for  1 5  years.  These  draw- 
ings of  the  Audi  5000  are  the  ones  I  did  as  a  member  of 
the  engineering  team  that  designed  the  car. 

Finkenzeller:  In  the  very  beginning, 
yes.  But  that  was  years  ago.  Today  it's 
easier  for  a  woman  to  be  accepted  as 
an  engineer.  Consider  how  many 
women  chemists  and  physicists  there  are  now.  Things 
have  opened  up.  I'm  respected  by  the  people  I  work 
with  for  what  I  can  contribute  as  a  structural  engineer. 

Finkenzeller:  Why  do  you  assume 
that?  Because  they  played  with  a  little 
red  car,  as  children,  and  girls  played 
with  dolls?  That  hardly  qualifies  a 
man  as  an  automotive  authority.  In  Europe,  some  men 
seem  to  know  technical  terms  about  cars.  But  a  lot  of 
men  think  in  romantic  terms  about  cars.  Behind  the 
wheel  they  see  themselves  as  something  they're  not, 
perhaps  race  drivers.  Women  don't  seem  to  have  this 
problem.  Their  attitude  toward  cars  is  more  rational. 
A  car  satisfies  their  needs,  not  their  fantasies. 

Finkenzeller:  Good.  They  will  like  its 
layout.  It's  probably  the  most  intelli- 
gent 1 5 1 2  feet  of  engineering  on  the 
road  today.  Women  will  appreciate  that  we  didn't 


Will  men  like 
the  Audi  5000? 


But  don't  men 
usually  know 
more  about  cars 
than  women? 


How  will  a 
woman  feel  about 
the  Audi  5000? 


devote  half  the  car  to  the  power  plant.  You  can't  sit 
people  under  a  hood.  My  colleagues  developed  a  5- 
cylinder  gasoline  engine  that  has  plenty  of  power,  yet 
doesn't  take  up  unnecessary  space.  So  the  car  seats  five 
people  very  comfortably.  It  is  a  big  car.  As  a  matter  of 
fact,  I  believe  in  your  country  it's  the  largest  German 
luxury  car  for  the  money,  less  than  > 9,000. 

Finkenzeller:  Men?  Yes.  I  think  they 
will  love  its  power  and  handling -and 
a  lot  of  women  will,  too.  The  Audi  5000  may  be  a 
rather  elegantly  conservative  car  but  it's  not  sedate. 
It's  very  fast.  With  front-wheel  drive,  it  takes  corners 
beautifully,  especially  for  such  a  big,  luxurious  car.  It's 
really  a  lot  of  fun  to  drive.  People  are  surprised  to  find 
out  how  responsive  the  car  is.  That  amuses  us.  And,  of 
course,  delights  us,  too. 

Do  you  own        Finkenzeller:  No.  Not  that  I  wouldn't 

an  Audi  5000?      jjke  tQ  ^  ^  tha(.  my  family  ha§  nQ 

need  for  a  car  with  all  that  room.  There's  only  my  hus- 
band and  our  one  child.  What  would  we  do  with  all  the 
room  there  is  in  the  Audi  5000?  So,  instead,  we  own 
the  Audi  Fox,  I  think  that's  what  you  call  it  in 
America.  It's  smaller.  But  it's  also  a  very  nice  car.  Do 
you  know,  I  worked  on  the  design  of  that  car,  too. 

Finkenzeller:  Sensible?  If  you  mean 
logical  and  precise,  I  would  say  yes 
when  it  comes  to  doing  my  work.  In  my  job,  I  have  to 
be  very  precise.  But,  if  what  you  really  want  to  know  is 
whether  I'm  ever  emotional  or  even  romantic,  perhaps 
you  should  ask  my  husband  about  that. 


Are  you  always 
this  sensible? 


Suggested  1978  retail  price  under  59,000  PO  E  .  transp .  local  taxes,  and  dealer  delivery  charges,  additional  Come  in  and  test  drive  the  Audi  5000  at  your  local  Porsche  +  Audi  dealer 


-GOOD 


GEOBANKING 


The  Manufacturers  Hanover  Way  of  Wsrldwide  Banking 


Geobanking. 

It  is  money  moving  and 
working  around  the  world. 

It  is  the  Manufacturers 
iMfe^  /      Hanover  way  of  worldwide 
^^^^  banking. 

Unlike  most  major  international 
banks,  Manufacturers  Hanover  does  not 
enter  a  region  or  a  country  with  a  rigid 
operational  philosophy. 

Instead,  it  adopts  a  way  of  banking 


that  works  best  for  a  particular  place  at  a 
particular  time. 

Geobanking. 

It  is  wholly  responsive,  since  it  fine- 
tunes  banking  to  national  and  regional  needs. 

It  is  flexible,  admitting  swift  adjust- 
ment to  changes  in  prevailing  conditions. 

And  Geobanking  is  synergistic, 
enabling  Manufacturers  Hanover  to  marshal 
strengths  from  the  worldwide  resources  of  a 
S35  billion  organization. 


MANUFACTURERS  HANOVER 

Memb.,  fdic  The  banking  source.Worldwide. 


"Modern  Portfolio  Theory  is  doing 
in  a  very  sophisticated  way  what 
money  managers  have  been  trying 
to  do  for  centuries. ...  It  takes  in- 
vestment management  out  of  the 
age  of  mystery  and  into  the  age  of 

engineering."  —Douglas  Love, 

George  B.  Buck  Consulting 
Actuaries,  Inc. 

"Modern  Portfolio  Theory  is  the  sys- 
temization  of  common  sense." 

—Brock  Lewis,  Marine  Midland 


"If  this  young  man  expresses  him- 
self in  terms  too  deep  for  me/Why, 
what  a  very  singularly  deep  young 
man,  this  deep  young  man  must 

be."  — W.S.  Gilbert,  from  Patience 


"Never  heard  of  it.' 


— Roy  Neuberger 


What's  The  Big  Fuss  About 
Modern  Portfolio  Theory? 


By  PAUL  BLUSTEIN 

Wells  Fargo  Investment  Advisers, 
investment  subsidiary  of  the  big  San 
Francisco  bank,  is  very  hot  property 
these  days.  Last  year  nearly  $700  million 
of  new  corporate  pension  fund  money 
poured  into  its  coffers,  more  new  money 
than  any  of  its  competitors  received. 
This  year  the  massive  gains  continue. 
Wells  Fargo  now  manages  over  $2  billion 
in  pension  money,  having  gained  over 
$1.5  billion  of  that  in  just  three  years. 

A  good  part  of  the  money  was  attract- 
ed by  Wells  Fargo  s  recent  investment 
record.  The  stock  group  it  rated  "most 
attractive"  has  advanced  263%  since 
Dec. .  31,  1974,  while  the  Dow  Jones 
industrials  have  advanced  just  36%.  At 
the  same  time,  the  stock  group  rated 
"least  attractive"  rose  only  18%. 

For  those  of  you  who  like  to  think  that 
superior  stock-picking  and  market-tim- 
ing is  an  art  rather  than  a  science,  we 
have,  well,  both  good  and  bad  news.  The 
bad  news  is  that  Wells  Fargo  is  deep  into 
what  is  called  Modern  Portfolio  Theory,  * 
and  its  reputation  for  mastery  of  this 
esoteric  computerized  technique  has 
helped  attract  the  new  investment  mon- 
ey. But  don  t  go  away.  The  good  news  is 
that  Wells  Fargo's  excellent  stock  selec- 

*MPT  for  short,  also  known  as  New  Investment 
Technology,  Capital  Asset  Pricing  Theory  and  vari- 
ations on  those  themes. 
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tion  owes  not  so  much  to  this  academic- 
theory  as  to  the  way  its  managers  have 
combined  the  theory  with  insight.  So, 
art  as  well  as  science  is  involved. 

Modern  Portfolio  Theory.  It  was 
spawned  in  the  1950s  by  Harry  M. 
Markowitz,  then  a  Rand  Corporation 
economist,  now  a  research  scientist  at 
International  Business  Machines  Corp.  It 
is  the  most  talked-about  new  investment 


theory  since  Benjamin  Graham  invented 
"fundamental"  security  analysis  in  the 
1930s.  Nearly  every  young  M  B.  A.  head- 
ing into  the  money  management  business 
these  days  is  trained  in  MPT. 
How  does  it  work? 

We're  at  the  Santa  Monica,  Calif, 
headquarters  of  an  MPT  consulting  firm 
called  Wilshire  Associates,  Inc. ,  where  a 
Forbes  reporter  is  investing  a  mock  $1 


"There  Is  Only  One  Markowitz. . .":  And  Barr  Rosenberg,  a  low-key,  brilliant 
professor  of  business  administration  at  Berkeley,  is  his  prophet. 
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Treating  Stocks  Like  Bonds 


The  stock  group  that  Wells  Fargo  Investment  Advisers 
rated  "most  attractive"  in  the  period  since  Dec.  31,  1974 
has  risen  263%.  Those  rated  "next  most  attractive"  have 
risen  138%.  Next  after  "next  most" — 86%.  And  after 


that — 44%.  And  "least  attractive"— 18%.  Says  Wells  Far- 
go Vice  President  Lawrence  Tint,  32:  "We  run  an  incredi- 
bly disciplined  approach  to  investment  management." 

Wells  Fargo  is  perhaps  the  leading  institutional  practi- 
tioner of  Modern  Portfolio  Theory  in  the  U.S.  (and  is  well 
known  for  its  index  fund  offerings),  but  MPT  alone  can't 
produce  the  kinds  of  results  the  bank  has  racked  up  in  its 
actively  managed  portfolios.  Wells  Fargo  combines  MPT 
with  a  system  of  stock-picking  and  market-positioning  that 
has  proven  unusually  effective — at  least  in  recent  markets. 
Its  name:  "the  dividend-discount  model." 

As  its  name  suggests,  the  model  begins  with  the  sage  idea 
that  a  stock  should  be  priced  according  to  the  value  of  the 
future  stream  of  dividends — properly  discounted,  of  course, 
for  risk  and  time  factors.  So 

Wells  Fargo's  team  of  12  se-  ^—  

curity  analysts  produces  as 
accurate  an  estimate  as  possi- 
ble of  the  future  dividends  of 
some  370  companies.  It  isn't 
easy.  Each  analyst  has  to 
make  his  best  guess  of  a  com- 
pany's earnings  growth  and 
payout  rate  years  into  the 
future.  But  then,  he  doesn't 
have  to  worry  about  whether 
his  estimate  of  next  quarter's 
earnings  per  share  is  off  by 
a  dime. 

"Of  course,  we're  not  say- 
ing that  our  analysts  are  any 
better  than  anyone  else's  at 
predicting  dividends,"  says 
Tint.  "Wef/iinfctheymaybe, 
because  they're  doing  that 
specific  job  rather  than  the 
other  things  analysts  do." 

The  next  step  is  not,  as 
you  might  think,  to  com- 
pute an  "ideal   stock  price 

based  on  the  dividend  figure.  That  would  involve  a  subjec- 
tive judgment  of  what  the  proper  discount  rate  should  be. 

Instead,  Wells  Fargo  takes  the  price  the  market  has  put 
on  a  stock  and  figures  the  discount  rate  that  the  market  has 
applied  to  the  expected  future  of  dividends.  This  formula 
has  long  been  used  to  calculate  the  return  on  bonds — 
where  the  future  return,  short  of  bankruptcy,  is  predict- 
able. But  it  is  new  to  stocks,  where  the  return  must  be 
guessed  at.  Essentially,  what  it  involves  is  this:  Using  a 
simple  algebraic  formula,  the  Wells  Fargo  analysts  express 
the  present  value  of  the  future  stream  of  dividends  as  a 
rate  of  return  on  the  current  price  of  the  stock.  * 

Last  April,  for  instance,  Wells  Fargo  reckoned  that  the 
market  expected  an  18.8%  annual  return  from  Cyprus 
Mines,  16.3%  from  Ford  and  14.8%  from  General  Foods. 

After  figuring  the  expected  rates  of  return  for  all  370 
stocks,  Wells  Fargo's  next  step  is  to  plot  a  risk-reward 
graph  like  that  shown  on  this  page.  "Reward  is  the  stock's 
expected  return;  "risk"  is  the  stock's  beta  (see  story  fin- 
definition). 

A  line  is  drawn  through  the  center  of  the  points.  Stocks 
falling  above  the  line  are  rated  more  "attractive  than 
those  below,  since  thev  offer  better  return-risk  ratios. 


Lining  Up  Risk 
And  Return 

Pick  a  stock — any  stock.  First,  figure  out  how  risky  it 
probably  is:  figure  its  "beta."  That  gets  plotted  on 
the  "x,"  or  the  horizontal,  axis.  Now  figure  its  "ex- 
pected rate  of  return,"  using  the  Wells  Fargo  divi- 
dend discount  model.  That  goes  on  the  "y"  axis 
Now  pick  another  stock  and  do  the  same.  And  an- 
other. And  another.  And  about  350  more.  Now  plot  a 
line  through  the  points.  Voila!  A  "Security  Market 
Line."  Stocks  falling  above  the  line  promise  better 
returns,  relative  to  the  risk,  than  those  below. 


"I  was  talking  to  a  Swiss  money  manager  a  couple  of 
months  ago  who  said  that  he  loves  our  service,  but  he 
disagrees  with  some  of  our  choices,"  says  Tint.  "He  said, 
Take  Schlumberger.  It's  a  great  company.  I  expect  it  to 
grow  at  12%  a  year  for  the  next  10  to  15  years.'  So  we  said, 
let's  look  at  our  forecast.  We  say  that  Schlumberger  will 
grow  for  the  next  five  years  at  12.7%  per  year  in  earnings, 
and  21%  in  dividends.  A  fantastic  growth  rate.  It  will  have 
a  12%  growth  rate  for  the  next  13  years.  So  in  fact  our 
forecast  was  a  little  more  optimistic  than  his.  But  at  a 
[then]  price  of  $67,  Schlumberger  is  only  paying  you  a 
12.6%  return,  compared  to  14.3%  for  typical  stocks  with 
the  same  risk. " 

The  "security  market  line,"  as  Wells  Fargo  calls  it,  can 
do  a  lot  more  than  divide  the  good  values  from  the  not-so- 
good.  The  line  has  constantly  changed  positions  since 
Wells  Fargo  began  publishing  it  in  1970,  providing  in- 
triguing market  information. 

When  the  line  is  low  and 
sagging  close  to  the  returns 
available  on  triple-A  corpo- 
rate bonds,  it  seems  to  make 
little  sense  to  be  in  the  stock 
market.  After  all,  the  risk  of 
being  in  equities  should  be 
compensated  by  a  substantial 
reward.  The charts(.see p.  43) 
show  that  in  mid- 1972,  just 
before  the  market  peaked, 
the  security  market  line  was 
flying  low  indeed.  "The 
spread  between  the  equity 
and  debt  market  was  only 
1%,"  marvels  Tint.  "Unfor- 
tunately, we  didn  t  believe  it 
quite  enough  at  the  time." 

By  late  1974,  the  market 
had  crashed — and  the  securi- 
ty market  line  was  in  the 
stratosphere.  What  s  more, 
it  was  sloping  steeply  up- 
ward— indicating  that  the 
risky  end  of  the  equities  mar- 
ket offered  particularly  juicy 
possibilities.  Shortly  after  the  new  year,  the  market  took  off. 

By  last  March,  just  before  the  big  April-May  rally,  the 
line  was  tantalizingly  high  again — but  this  time,  the  slope 
was  fairly  flat.  "That  meant  Be  in  the  equity  market,  but 
be  in  conservative  stocks,'  "  says  Tint.  "If  you'd  followed 
that,  you'd  have  done  phenomenally." 

"The  system  is  not  infallible,  but  people  who  are  look- 
ing for  something  infallible  are  missing  the  point,"  says 
William  Fouse,  49,  the  Wells  Fargo  vice  president  who 
integrated  the  dividend-discount  model  with  MPT.  "The 
fact  is,  you  can  add  the  precision  of  mathematics  to 


UNATTRACTIVE 

 I  I  


1.0  1.25 
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support — not  replace — logic  and  sound  analysis. 


B. 


*The  formula,  for  benefit  of  the  .mathematically  adept  is: 


Present  value  of 
future  dividends 


Dividend  in  vear  two 


Dividend  in  year  one 

(1  +  discount  rate) 
Dividend  in  vear  N 


+  ...  +  

(1  +  discount  rate)N 

market  price  of  the  stock  for  the 
'present  value"  figure.  Then  it  figures  out  what  the  discount  rate 
is,  using  its  own  calculations  of  the  expected  growth  in  dividends. 


(1  +  discount  rate)2 
Wells  Fargo  plugs  in  the 
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million  using  MPT.  Noiselessly,  evenly, 
words  speed  across  a  video  display  ter- 
minal, "do  you  wish  to  introduce  a 

BETA  COEFFICIENT  CONSTRAINT  ON  THE 

optimum  portfolio?"  asks  the  comput- 
er. An  answer  is  punched  in:  "Y"  for 
"Yes."  The  computer  responds:  "enter 

DESIRED  BETA  COEFFICIENT  FOR  OPTI- 
MUM PORTFOLIO.  IF  YOU  WISH  TO  USE 
EXISTING  ASSET  LIST  BETA  COEFFI- 
CIENT, hit  carriage  return."  Carriage 
return  is  punched. 

The  computer  asks  more  questions 
and  gets  more  answers.  Finally,  the 
computer  is  instructed:  "Print."  In  an- 
other room,  four  pages  of  data  pour  out 
of  a  machine.  If  the  $1  million  is  to  be 
invested  for  maximum  safety  and  diversi- 
fication, the  printout  informs  us,  we 
should  load  up  on  American  Telephone 
&  Telegraph,  General  Motors,  Interna- 
tional Business  Machines,  and  Citicorp, 
among  others.  If  we're  going  to  shoot  for 
bigger  returns,  we  should  go  for  Aetna 
Life  &  Casualty,  Avon  Products,  Louisi- 
ana Land  and  Occidental  Petroleum. 

At  heart,  Modern  Portfolio  Theory  is 
fairly  simple.  You've  almost  certainly 
heard  of  one  of  its  best-known  offshoots: 
index  funds.  Index  funds  are  big  pools  of 
stocks  so  well  diversified  that  their  per- 
formance virtually  duplicates  that  of 
market  indices  like  the  Standard  & 
Poor's  500.  Index  funds  arose  because  of 
strong  evidence  for  the  "efficient  mar- 
ket" hypothesis — also  known  as  the  "ran- 
dom walk  theory  of  stock  prices.  In  its 
extreme  form,  the  theory  says  that  in  the 
long  run  it's  impossible  to  pick  which 
stocks  are  going  to  do  better  than  oth- 
ers— since  the  market  efficiently  prices 
them,  given  all  the  information  avail- 
able. For  example,  you  may  have  heard 
that  Polaroid's  new  camera  is  selling  like 
hotcakes,  but  chances  are  the  market  has 
already  factored  that  into  Polaroid's  stock 
price.  So  you  might  as  well  just  put  your 
money  into  an  index  fund  to  take  advan- 
tage of  the  tendency  of  the  stock  market 
to  rise  over  time. 

Many  MPT  practitioners  disagree  with 
the  extreme  random-walkers.  They  ar- 
gue that  it  is  possible  for  an  astute  ob- 
server to  latch  onto  "undervalued"  situa- 
tions that  the  market  hasn't  properly 
appreciated.  Having  said  that,  however, 
MPT  devotees  warn  that  by  moving 
away  from  an  "indexed"  portfolio  you're 
taking  the  chance  that  you'll  underper- 
form  the  market  instead  of  outfoxing  it. 
For  a  chance  at  beating  the  game  you 
risk  getting  beaten  by  it — as  many  inves- 
tors are. 

That's  the  first  simple  step  in  Modern 
Portfolio  Theory — breaking  investment 
risk  into  1)  the  risk  that  the  market  as  a 
whole  will  go  down;  and  2)  the  risk  that 
you'll  do  even  worse  than  the  market. 
The  first  of  these,  logically  enough,  is 
called  "market  risk."  The  second  is 
called  "nonmarket"  risk.  The  two  kinds 


Getting  A  Line 
On  The  Market 

The  Security  Market  Line  slopes  in  inter- 
esting ways,  giving  Wells  Fargo  analysts 
investment  clues.  When  the  line  is  high, 
stocks  are  attractive  relative  to  bonds. 
The  steeper  its  incline,  the  more  attrac- 
tive risky  stocks  are  relative  to  safer  is- 
sues. In  1972,  the  line  said,  stocks  were 
no  bargain.  (The  Dow  Jones  industrials 
were  close  to  1000— topping  a  few 
months  later,  as  things  turned  out.)  In 
late  1974,  the  line  said  stocks  were  bar- 
gains (the  Oow  was  hitting  rock  bottom 
at  575)  and  were  worth  taking  risks  in. 
Last  March,  just  before  the  big  rally,  the 
line  indicated  that  it  was  bargain  time 
again.  But  notice  the  line's  flatness  at 
that  time,  indicating  no  need  to  gamble 
on  the  riskiest  issues. 

—  SECURITY  MARKET  LINE 
f     |  AAA  BOND  RATE 
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of  risk  are  always  present.  But  investors, 
even  professional  investors,  sometimes 
lose  sight  of  that  fact  in  their  preoccupa- 
tion with  stock-selection.  By  the  use  of 
computers,  MPT  seeks  to  measure  these 
risks  as  precisely  as  possible  and  seeks  to 
enable  money  managers  to  construct 
portfolios  that  are  thoroughly  consistent 
with  their  own  underlying  views  of  indi- 
vidual stocks  and  stocks  as  a  whole. 
That's  harder  than  it  sounds. 

When  Wilshire's  computer  talked 
about  "beta,"  it  was  talking  about  market 
risk.  The  idea  behind  beta  is  this:  When 


the  market  falls,  some  stocks  tend  to  do 
worse  than  others;  when  it  rises,  the 
same  stocks  often  outpace  the  rest.  Air- 
lines are  good  examples.  In  1974  the 
market  dropped  30%,  and  the  five  larg- 
est airline  stocks  fell  a  full  47%.  In  1975, 
when  the  market  increased  32%,  the 
same  five  airlines  soared  83%. 

A  highly  volatile  stock  is  said  to  have  a 
"high  beta.  "  The  market  as  a  whole  has  a 
beta  of  1.0.  Chrysler's  beta  is  generally 
figured  at  around  1.7,  which  means  it 
tends  to  rise  or  fall  on  average  1.7  as 
much  as  the  market— 17%  if  the  market 
moves  10%,  for  instance.  American  Tele- 
phone 6c  Telegraph,  a  much  more  stable 
stock,  has  a  beta  of  0.54;  it  tends  to  move 
only  about  half  as  much  as  the  market. 

Beta  is  not  a  new  concept  on  Wall 
Street.  It  was  very  fashionable  in  the 
early  Seventies,  then  fell  out  of  favor 
when  investors  discovered  that  a  stock's 
past  volatility  wasn't  a  particularly  good 
indication  of  its  future  volatility.  But 
beta  is  being  dusted  off  again.  It  has 
been  improved.  The  man  largely  respon- 
sible is  Berkeley  Professor  Barr  Rosen- 
berg, a  young  academician  whose  MPT 
work  and  laid-back  California  lifestyle 
was  recently  celebrated  by  Institutional 
Investor  magazine  in  a  cover  story. 
(There  is  only  one  Markowitz,  and 
Rosenberg  is  his  prophet.)  Rosenberg's 
betas  are  constructed  from  a  complex 
recipe  of  facts  and  figures:  A  company's 
beta  will  tend  to  be  high  if  it  has  a  high 
debt-to-equity  ratio,  for  instance,  or  if  its 
industry  tends  to  be  cyclical  or  if  it  is 
small.  (Think  of  Chrysler:  It  is  leveraged 
to  the  hilt  and  is  a  smallish  competitor  in 
a  cyclical  industry;  no  wonder  its  stock 
zigs  and  zags  like  mad.) 

Naturally,  no  measurement  of  a  stock's 
beta  can  possibly  be  perfect.  But  MPT 
adherents  cite  convincing  statistical  evi- 
dence showing  that  the  "new"  betas  are 
well  worth  relying  on  when  putting 
groups  of  stocks  together  in  a  portfolio.  If 
the  market  goes  up,  you  can  be  reason- 
ably sure  that  a  high-beta  portfolio  will 
rise  further  than  a  low-beta  one — and 
vice  versa.  (This  proved  true  in  the 
April-May  rally  of  this  year.) 

So  much  for  beta  and  "market  risk." 
Now  there  s  the  other  kind  of  risk — the 
risk  of  trying  to  pick  the  best  stocks. 
There's  another  Greek  letter  involved 
here.  When  you  try  to  outguess  the  mar- 
ket, you're  shooting  for  a  high  "alpha. " 

Suppose,  for  instance,  that  you  think 
the  stock  market  has  undervalued 
Chrysler  relative  to  other  stocks.  It  has  a 
beta  of  1.7,  but  you  think  that  a  10%  rise 
in  the  stock  market  could  boost  Chrysler 
stock,  say,  a  full  25% — far  more  than 
you'd  expect  from  the  beta.  Even  if  the 
market  stays  level,  you  figure,  Chrysler 
is  due  to  rise.  In  MPT  lingo,  you  think 
Chrysler  has  a  "positive  expected  alpha." 

Now,  here  is  where  the  limits  of  MPT 
come  in:  The  computer  can't  tell  you 


FORBES,  JUNE  12,  1978 


43 


It  May  Be  Greek, 
But  It  Makes  Sense 

You  thought  you  knew  that  investing  in  a  stock  is  risky.  Now, 
thanks  to  Modern  Portfolio  Theory,  you  can  classify  your  risk  no 
fewer  than  three  different  ways — and  use  some  nifty  words,  too. 
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You  knew,  of  course,  that  the 
market  as  a  whole  fluctuates. 
Thanks  to  Modern  Portfolio  Theory, 
you  now  have  a  phrase  for  this 
phenomenon:  "market  risk." 
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jO  If  your  stock  tended  to  fluctuate  more  than  the  market  as 
I J  a  whole,  you  probably  called  it  "volatile."  Now,  you  may 
fsay  it  has  a  "high  beta." 
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DIGITAL  EQUIPMENT 


You  always  knew,  too, 
that  no  matter  what  the 

market  was  doing,  the  stock  you  picked  might 
do  even  worse.  You  had  terms  for  these  stocks 
dogs  and  cats.  Among  its  contributions  to  the 
world  of  investments.  Modern  Portfolio  Theory 
you  a  dignified  term  for  this  problem:  "specific 
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"EXTRA  MARKET  COVARIANCE' 


GROWTH  STOCK  INDEX* 
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You  also  probably 
knew  that  the  market 
was  susceptible  to  fads 
and  trends  affecting  whole 
groups  of  stocks — "Buy  growth  stocks,"  "Sell 
chemicals,"  "Buy  dividend  stocks."  Modern 
Portfolio  Theory  enables  you  to  call  this 

the  risk  of  "extra  market  covariance." 
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a In  order  to  beat  the  market,  you  take  the  risks  of  the 
latter  two  kinds — specific  risk  and  extra  market  covar- 
iance. Taken  together,  these  are  called  "nonmarket  risk."  You 
probably  thought  that  by  trying  to  beat  the  market  you  were 
shooting  for  big  bucks.  Modern  Portfolio  Theory  has  a  less  crass 
term:  You're  shooting  for  a  "high  alpha." 

•Source:  Cowen  &  Co. 


what  a  stock's  expected  alpha  is.  You 
have  to  tell  the  computer  what  you  think 
it  is,  based  on  your  analysis  of  which 
stocks  are  over-  and  undervalued. 

So  you  buy  lots  of  Chrysler.  But  re- 
member, you're  taking  the  risk  that 
Chrysler  will  do  worse  than  its  beta 
would  suggest.  It  might  turn  out  to  have 
a  "negative  alpha''  and  go  up  only  a 
couple  of  points — or  fall — even  in  a  roar- 
ing bull  market. 

You  can  see  why  this  is  called  "non- 
market  risk. "  If  your  gamble  on  Chrysler 
turns  sour,  you'd  have  been  better  off 
with  your  money  in  a  market  index  fund. 

Nonmarket  risk  involves  two  things. 
There  is  "specific  risk" — the  risk  that 
something  unexpected  may  happen  to 
the  individual  company  you  invest  in: 
"CHRYSLER  ORDERED  TO  RECALL  ONE 
MILLION  VOLARES  AND  ASPENS." 

And  then  there  is  covariance  or,  more 
fully,  extramarket  covariance.  Don't 
panic  if  you  don't  know  much  math.  This 
is  a  fairly  simple  concept.  It  means  that 
your  risk  of  doing  worse  than  the  stock 
market  is  increased  by  concentration  in 
any  one  type  of  stock  as  opposed  to 
owning  an  index  fund.  Concentrating  on 
small  company  stocks,  for  example.  Bank 
stocks.  Capital  goods  stocks.  Fast  growth 
stocks.  Or  interest-rate-sensitive  stocks. 
These  stocks  are  affected,  not  only  by  the 
direction  of  the  market  or  general  inves- 
tor psychology  and  economic  events,  but 
also  by  special  factors  in  those  industries 
or  in  those  kinds  of  companies. 

For  example,  growth  stocks  as  a  group 
did  worse  than  the  market  after  1973. 
Concentration  on  this  supposedly  "safe" 
group  of  stocks  resulted  in  a  worse-than- 
average  performance.  That  was  the  risk 
accepted  in  this  kind  of  concentration. 
Or  take  the  excellent  T.  Bowe  Price  New 
Horizons  Fund,  which  invests  in  small- 
ish companies  with  consistently  above- 
average  growth  of  earnings.  Although 
the  managers  picked  their  companies 
carefully,  their  fund  performed  worse 
than  the  market  in  the  1973-74  crash. 
The  fund's  extreme  variance  from  a 
cross-section  approach  to  the  market  left 
its  investors  more  heavily  exposed  than 
investors  as  a  whole  to  what  happened  to 
the  market  at  that  time. 

Now:  What's  the  use  of  all  this  Mod- 
ern Portfolio  Theory? 

Chiefly,  that  an  investor  should  know 
the  risks  he  is  taking  as  best  he  can.  The 
truth  is  that  most  investors  do  not.  They 
are  simply  playing  roulette  with  little 
knowledge  of  the  odds.  "You  would  like 
to  feel  that  each  element  of  risk  that  is 
undertaken  is  compensated  by  an  ex- 
pected reward,"  says  Barr  Bosenberg. 
For  instance,  you  wouldn't  want  to  have 
a  high-beta  portfolio  unless  you  thought 
the  market  was  likely  to  rise.  Nor  would 
you  want  to  take  a  big  risk  of  underper- 
forming  the  market  by  overloading  on  a 
group  of  "covarying"  companies  like, 
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These  famous  symbols  all  have  something  in  common. 


MGM 


Levis 


r 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as  the 
53rd  largest  U.S.  industrial,  with 
1977  sales  of  over  $3.8  billion 

And  diversified.  Greyhound's 
activities  run  from  transpor- 
tation to  food  to  soap  to 
computer  leasing  to  restaurants 
to  display  contracting  to 
jet  fueling  systems  at 
major  airports  and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's  the 
front-runner  in  most  of  them. 

Greyhound  is  the  number 
one  transportation  company 
on  earth . .  .or  in  the  sky.  In  1977, 
we  carried  22  million  more 
people  than  United  Airlines, 
America's  largest  airline. 

Greyhound's  Armour  is 
America's  leading  producer  of 


bacon  and  the  second  leading 
seller  of  hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
number  one  selling  soap  in 
America.  And,  together  with  our 
Tone  brand,  our  two  soaps  have 
a  larger  dollar  share  of  market 
than  any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Proctor  and  Gamble 
or  anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation  equip- 
ment in  the  U.S.  —  in  fact, 
we  own  more  jets  than  some 
airlines.  And  we  operate  the 
premier  group  of  display 
companies  in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't  just 
"the  bus  company"  anymore, 
it's  "the  omnibus  company" — a 
growing  corporation  serving  the 
needs  of  today's  consumer 
in  many  different  ways. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies. 


say,  capital  goods  stocks — unless  you  had 
good  reason  to  think  that  a  capital  goods 
boom  was  coming  but  the  stock  market 
hadn't  yet  anticipated  the  fact. 

With  a  computer,  a  portfolio's  differ- 
ent kinds  of  risk  can  be  broken  down  and 
analyzed.  A  computer  can  store  moun- 
tains of  information  about  the  betas  and 
covariances  of  thousands  of  stocks. 

Take  a  simple  example:  A  money  man- 
ager thinks  the  market  has  been  too 
harsh  on  Bethlehem  Steel,  has  overdis- 
counted  its  problems.  Using  the  comput- 
er, he  can  figure  out  what  kind  of  risk  he 
is  taking  by  adding  Bessie  to  his  portfo- 
lio. How  much  beta — market  sensitiv- 
ity— is  he  adding?  How  much  covariance 
risk?  Does  Bessie  tend  to  move  in  tan- 
dem with  other  stocks  in  his  portfolio? 
Maybe  his  portfolio  isn't  too  exposed  to  a 
steel  slump;  but  what  about  a  capital 
goods  slump,  which  would  hurt  a  struc- 
tural steelmaker  like  Bessie?  Finally  is 
Bessie  worth  its  added  risk? 

By  now  it  should  be  apparent  that 
Modern  Portfolio  Theory  is  not  a  stock- 
picking  system.  It  is  chiefly  a  tool  to  help 


an  investor  structure  a  portfolio  appro- 
priate to  his  perception  of  the  stock  mar- 
ket and  the  economy.  "The  systematiza- 
tion  of  common  sense"  is  how  Brock 
Lewis,  vice  president-investments  at 
Marine  Midland  Bank,  describes  it. 

"Modern  Portfolio  Theory  is  trying  to 
do  in  .a  very  sophisticated  way  what  mon- 
ey managers  have  been  trying  to  do  for 
centuries,"  says  Dr.  Douglas  LoVe  of 
George  B.  Buck  Consulting  Actuaries. 
"What  you  really  have  is  an  elegant  cost- 
accounting  system.  If  you're  in  the  steel 
manufacturing  business  and  don't  know 
the  different  costs  of  making  steel  you 
are  not  likely  to  be  profitable;  the  same 
goes  for  portfolio  management.  The  cost 
of  producing  investment  returns  is  tak- 
ing risks.  So  Modern  Portfolio  Theory  is 
the  discovery  of  investment  manage- 
ment cost-accounting." 

To  see  what  Love  is  getting  at,  consid- 
er a  real-life  example:  How  did  the  go-go 
mutual  fund  managers  of  the  1960s  do  so 
"well"?  By  loading  up  on  high-beta 
stocks,  that's  how.  Because  the  market 
was  going  up,  they  looked  like  heroes. 


(When  it  came  down,  of  course,  they 
looked  like  bums.)  They  claimed  to  be 
"performers."  As  it  turned  out,  they 
were  merely  gamblers.  MPT  would  have 
us  look  at  their  "risk-adjusted  perfor- 
mance. (Translation:  How  well  is  a 
money  manager  performing  relative  to 
others  taking  the  same  levels  of  risk?) 

Using  computers,  each  money  man- 
ager can  do  his  own  "risk  adjustments" 
and  "cost-accounting."  Several  firms 
have  sprung  up  offering  computer  pro- 
grams called  "optimizers"  that  enable 
money  managers  to  structure  their  port- 
folios along  MPT  guidelines.  Among  the 
largest:  BABBA  (Barr  Bosenberg's  firm), 
Wilshire  Associates  and  Canavest 
House,  a  Toronto-based  firm. 

Wilshire's  optimizer,  for  example, 
works  like  this:  The  money  manager 
punches  in  his  stock  market  hunches. 
Perhaps  he  thinks  Aetna  Life,  Avon,  Oc- 
cidental Petroleum  and  all  of  the  bank 
stocks  are  undervalued.  Then  he 
punches  in  "guidelines  '  demanded  by 
the  client,  such  as  a  minimum  dividend 
yield  of  4%  and  a  prohibition  on  liquor 


Modem  Portfolio  Theory  For  You  And  Me 


Is  Modern  Portfolio  Theory  use- 
ful to  the  individual  investor?  An- 
swer: Yes,  in  the  sense  that  it  can 
help  him  understand  his  overall  in- 
vestment policy  better.  But  it  is  hard- 
ly worthwhile  for  the  small  private 
investor  to  shell  out  thousands  of  dol- 
lars— as  professional  money  managers 
do — for  the  services  of  computerized 
MPT  consulting  firms  like  Wilshire 
Associates.  It  is  worth  noting, 
though,  that  several  bank  personal 
trust  departments  such  as  Marine 
Midland  Bank  and  mutual  funds  such 
as  Keystone  Custodial  Funds  use 
MPT  in  putting  together  their  clients' 
investment  portfolios. 

Perhaps  someday  MPT  technology 
will  be  inexpensive  enough  for  stock- 
brokers and/or  their  customers  to 
step  up  to  a  computer  terminal, 
punch  a  few  buttons  and  pull  out  a 
perfectly  tailored  list  of  stocks.  In  the 
meantime,  Forbes  asked  Wilshire 
Associates  to  use  its  PBISM  (for  Port- 
folio Review  &  Investment  System 
Management)  computer  program  to 
help  prepare  some  model  portfolios. 
Each  of  the  portfolios  is  aimed  at  the 
small  (circa  $100,000-to-play-with) 
investor,  but  each  contains  different 
assumptions  about  the  stock  market 
and  the  economy. 

Portfolio  number  one  is  for  the 
very  bullish  investor  who  thinks 
growth  stocks  now  offer  particularly 
attractive  values.  Its  beta  is  a  high- 
flying 1.35. 

For  concentration  in  growth  issues, 


portfolio  number  one  includes  the  fol- 
lowing stocks: 

Blue  Bell  6.3% 
Denny's  6.6% 
Dow  Chemical  8.3% 
Knight-Ridder  6.3% 
K  mart  10.4% 
Polaroid  13.0% 
Weyerhaeuser  1 1 .5% 

And  for  diversification  with  a  bull- 
ish bent: 

American  Express  15.0% 
Burroughs  4.3% 
J.C.  Penney  6.5% 
Union  Pacific  7.6% 
Xerox  4.2% 

Portfolio  number  two  is  for  the 
moderately  bullish  investor  who 
thinks  the  steel  industry  is  about  to 
turn  around.  It  carries  an  overall  beta 
of  1.15.  This  portfolio  includes  a  20% 
weighting  in  the  steels,  thusly: 
Bethlehem  Steel  7.7% 
Lykes  Corp.  4.3% 
Republic  Steel  4.7% 
U.S.  Steel  4.3% 
Wheeling-Pittsburgh  1.8% 

And  for  diversification: 
American  Express  14.7% 
Burroughs  5.6% 
Eastman  Kodak  4.3% 
General  Electric  1 1 .4% 

General  Motors  11.4% 
IBM  4.7% 
J.C.  Penney  4.9% 
Sears  10.4% 
Union  Pacific  6.0% 
Xerox  4.0% 

Portfolio  number  three  is  for  the 


investor  who  wants  to  place  some 
bets  that  the  capital  goods  sector  will 
show  surprising  strength.  But  he's 
conservative  overall;  his  portfolio  has 
a  beta  of  just  about  1.0. 

The  capital  goods  selections  are: 
Foster-Wheeler  6.0% 
Pullman,  Inc.  4.0% 
Square-D  15.0% 

For  diversification: 
Burroughs  3.3% 
Eastman  Kodak  11.7% 
General  Electric  15.0% 
General  Motors  15.0% 
IBM  15.0% 
Standard  Oil-Indiana  15.0% 

Portfolio  number  four  is  for  the 
bearish  investor  who  wants  a  beta  of 
no  more  than  0.8  and  a  dividend  yield 
of  at  least  6%. 

A  strong  utilities  position  provides 
those  characteristics: 
American  Tel.  &  Tel.  15.0% 
American  Natural  Resources  6.4% 
Consol.  Natural  Gas  4.9% 
Con  Edison  1.2% 
Detroit  Edison  4.1% 
Southern  Calif.  Edison  6.9% 
Va.  Electric  Power  1.5% 

And  for  diversification,  the  follow- 
ing stocks  are  added: 
Eastman  Kodak  5.0% 
Exxon  11.6% 
General  Electric  11.5% 
General  Motors  7.2% 
IBM  10.6% 
Royal  Dutch/Shell  5.0% 
Sears  4.4% 
Standard  Oil-Calif.  4.5% 
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Brother  Timothy    Brother  John 
runs  the  "miracle"  foots  the 
machine.  Dills. 


Moral: 


Contact  your  AM  Sales  Representative  today.  He  can  show  you  how 
to  do  your  high-volume  duplicating  lor  hundreds  of  dollars  less  per 
month  than  on  the  Xerox  9200.  AM  Corp.,  Schaumburg,  IL  60196. 

(Based  on  Jan.  1.  1978  rental  rates,  a  volume  of  150.000  copies  or  more  per  month,  and  a  true 
duplicating  environment  of  10  copies  or  more  per  original.) 

The  Straight  "Talking  Copy  People. 
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stocks  (which  might  arise  with,  say,  the 
pension  fund  of  a  Baptist  organization). 
The  computer  will  spit  back  eight  portfo- 
lios, each  one  riskier  than  the  previous 
one.  Portfolio  number  one  will  be  rela- 
tively "safe"  and  highly  diversified;  it 
will  put  only  a  small  weighting  on  the 
investor's  favorite  stocks.  Portfolio  num- 
ber eight  will  be  much  more  risky;  it  will 
put  a  heavier  concentration  on  the  stocks 
the  manager  likes.  The  manager  chooses 
one  of  the  portfolios  after  examining  the 
risk  and  potential  reward  levels  of  each. 

"The  optimizer  doesn't  tell  the  portfo- 
lio manager,  'Buy  this  stock,  buy  that 
stock,'  "  says  Larry  Davanzo,  senior  as- 
sociate at  Wilshire.  "It's  just  a  big  power- 
ful calculator.  The  first  thing  I  tell  people 
is,  'This  is  a  tool  that  will  free  you  to  do 
more  investment  thinking.'  ' 

Indeed,  some  MPT  adherents  say  that 
money  managers'  biggest  mistakes  often 


come  not  in  picking  the  wrong  stocks, 
but  in  failing  to  use  their  good  stock 
market  judgment  to  best  advantage. 
Suppose,  for  instance,  a  money  man  has 
concluded  that  the  stock  market  has  un- 
dervalued General  Motors — that  GM 
has  a  high  alpha.  So  he  decides  to  put  up 
to  2%  of  his  stock  portfolios  in  GM. 
Believe  it  or  not,  he's  in  effect  betting 
against  GM.  Beason:  GM  represents 
3.3%  of  the  market  capitalization  of  Stan- 
dard &  Poor's  500.  An  index  fund  would 
weight  GM  more  heavily  than  our  mon- 
ey man  is  doing.  In  order  to  bet  on  GM, 
the  money  man  should  put  a  heavier 
weight  on  GM  than  the  market,  putting 
perhaps  5%  of  his  money  in  it.  "We  often 
find,"  says  Keith  Ambachtsheer,  partner 
and  director  of  research  at  Canavest 
House,  "that  portfolios  we  examine  have 
negative  expected  alphas."  What  Am- 
bachtsheer means  is  that  many  portfolio 


managers  are,  in  effect,  unwittingly  bet- 
ting against  their  own  predictions. 

Listen  to  Barton  Biggs,  head  of  re- 
search at  Morgan  Stanley  and  hardly  an 
MPT  enthusiast:  "Barr  Bosenberg  ana- 
lyzed our  model  portfolio.  Bight  now  I 
think  you  ought  to  have  a  heavy  weight- 
ing toward  large  growth  stocks.  I  was 
shocked  to  find — and  it's  statistically  cor- 
rect; he's  right — that  our  overweighting 
in  the  growth  stocks  was  not  nearly  as 
much  as  I  thought  it  was."  What  MPT 
told  Biggs  was:  If  you  like  large  growth 
stocks  so  much  more  than  the  rest  of  the 
market,  you  ought  to  bet  much  more 
heavily  on  them. 

Even  the  federal  government  has  felt 
the  impact  of  MPT.  The  Labor  Depart- 
ment has  sent  regulations  to  Congress 
which  would  clarify  the  "prudent  man 
rule"  imposed  on  pension  fund  manag- 
ers. Pension  fund  managers,  especially 


Wanna  Beta? 


Picture  this  scene:  A  smooth  young  man  walks  up  to  a 
sophisticated-looking  woman  nursing  a  drink  alone  in  a 
singles  bar.  "Hi,"  says  the  young  man  heartily.  "My  sign's 
Capricorn.  What's  yours?"  The  woman,  a  stockbroker, 
pushes  her  tinted  glasses  up  on  her  head,  takes  a  deliber- 
ate drag  on  her  Virginia  Slims  100  and  replies,  "Libra. 
And  my  beta's  1.75."  The  man,  taken  aback,  whistles  in 
amazement.  "Hey,  wow.  Mine's  just  0.9.  .  .  ."  "Sorry," 
the  woman  interrupts.  "Things  just  wouldn't  work  out — 
you  know?"  The  sunglasses  descend.  Crestfallen,  the 
young  man  retreats  to  his  table. 

The  point  we're  trying  to  make  with  this  little  story  is 


that  beta  figures,  like  astrological  signs,  are  an  uncertain 
guide  to  stock-picking  or  lovemaking.  Still,  betas  do  offer  a 
useful  indication  of  a  stock's  volatility  relative  to  the 
market  as  a  whole,  on  average  and  over  time. 

Wilshire  Associates  has  provided  the  following  list  of 
betas  of  the  largest  100  stocks,  using  Barr  Bosenberg's 
technique  of  calculating  a  stock  "fundamental"  beta  from  a 
company's  financial  statements  and  industry  characteris- 
tics as  well  as  from  its  past  price  activity.  As  you  ponder 
the  list,  keep  in  mind  that  the  stock  market  as  a  whole  has 
a  beta  of  1.0.  Betas  greater  than  1.0  indicate  high  volatil- 
ity; betas  less  than  1.0  indicate  low  volatility.  — P.B. 


Fundamental 


Stock 

Beta 

AT&T 

0.54 

Gulf  Oil  Corp 

0.62 

Royal  Dutch  Pete  Co 

0.63 

General  Tel  &  Elec 

0.64 

R  J  Reynolds  Inds  Inc 

0.65 

Phil  Elec  Co 

0.65 

Pacific  Gas  &  Elec 

0.66 

Exxon  Corp 

0.67 

Commonwealth  Ed 

0.68 

Amer  Home  Prods 

0.69 

Standard  Oil  Co  Ind 

0.70 

Southern  Calif  Edison 

0.70 

Texaco  Inc 

0.71 

Ralston  Purina  Co 

0.71 

Johnson  &  Johnson 

0.72 

Southern  Co 

0.72 

Procter  &  Gamble  Co 

0.73 

Kellogg  Co 

0.73 

American  Elec  Pwr 

0.74 

Duke  Power  Co 

0.74 

Philip  Morris  Inc 

0.77 

Schlumberger  Ltd 

0.78 

Beatrice  Foods  Co 

0.78 

Phillips  Pete  Co 

0.80 

Warner-Lambert  Co 

0.80 

Fundamental 


Stock 

Beta 

Public  Svc  Elec  &  Ga 

0.80 

Standard  Oil  Co  Cal 

0.81 

Mobil  Corp 

0.82 

Kraft  Inc 

0.82 

Shell  Oil  Co 

0.83 

Unilever  N  V 

0.83 

IBM 

0.84 

Merck  &  Co  Inc 

0.84 

Eli  Lilly  &  Co 

0.85 

Texas  Utils  Co 

0.85 

General  Mis  Inc 

0.85 

3M 

0.89 

PepsiCo  Inc 

0.89 

General  Foods  Corp 

0.89 

Atlantic  Richfield  Co 

0.90 

Sun  Inc 

0.90 

Union  Oil  Co  Calif 

0.91 

BankAmerica  Corp 

0.92 

Getty  Oil  Co 

0.94 

Bristol  Myers  Co 

0.94 

Pfizer  Inc 

0.94 

Halliburton  Co 

0.95 

Revion  Inc 

0.96 

Emerson  Elec  Co 

0.97 

Continental  Oil  Co 

0.98 

Fundamental 


Stock 

Beta 

J  P  Morgan  &  Co  Inc 

0.98 

GM 

0.99 

Cities  Svc  Co 

0.99 

GE 

1.01 

Caterpillar  Tractor 

1.01 

Coca-Cola  Co 

1.03 

Avon  Prods  Inc 

1.03 

Schering-Plough  Corp 

1.04 

Sperry  Rand  Corp 

1.04 

Ford  Mtr  Co 

1.05 

Eastman  Kodak  Co 

1.06 

Abbott  Labs 

1.07 

Colgate-Palmolive  Co 

1.07 

E 1  du  Pont 

1.08 

Baxter  Travenol  Labs 

1.09 

Burroughs  Corp 

1.10 

Citicorp 

1.11 

Dresser  Inds  Inc 

1.11 

Georgia-Pac  Corp 

1.13 

Boeing  Co 

1.14 

Xerox  Corp 

1.15 

Union  Pac  Corp 

1.15 

Sears,  Roebuck  &  Co 

1.17 

J  C  Penney Inc 

1.17 

Union  Carbide  Corp 

1.17 

Fundamental 


Stock  Beta 


Con  Edison  1.17 

US  Steel  Co  1.20 

CBS  Inc  1.20 

Dow  Chem  Co  1.23 

Alcoa  1.23 


NCR  Corp  124 

ITT  1.26 

Westing  house  Elec  Co  126 

Federated  Dept  Store  127 

Kmart  1.30 


International  Paper  1.30 

Weyerhaeuser  Co  1.31 

Digital  Equip  Corp  1 .32 

Deere  &  Co  1.32 

Continental  Corp  1.34 


Hewlett-Packard  Co  1.35 

RCA  Corp  1.35 

Motorola  Inc  1.38 

McDonald's  Corp  1.40 

Monsanto  Co  1.45 


Texas  Instrs  Inc  1.47 

Connecticut  Gen  Ins  1.49 

Aetna  Life  8t  Cas  Co  1 .50 

American  Express  Co  1.52 

Travelers  Corp  1.56 
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iDELTA 


Delta  is  an  airline  run  by  professionals. 
Like  Captain  Frank  Moynahan,  a  28-year  Delta 
veteran  who  pilots  a  Wide-Ride  L-lOllTriStar. 

The  man  and  the  jet  are  well  matched. 
Frank  has  over  26,000  hours  and  7,800,000  air 
miles  under  his  seat  belt.  And  the  giant  jet  is  so 
responsive  that  he  could  fly  it  with  his  fingertips. 

So  Frank's  passengers  enjoy  a  smooth,  easy  flight  that  lands 
them  smiling.  And  that,  Frank  says,  is  what  it's  all  about. 

When  it  comes  to  people,  Captain  Frank  Moynahan 
couldn't  care  more.  In  fact,  that  goes  for 
all  31,000  Delta  professionals. 
Delta  is  ready  when  you  are.  %  q 


Sip  J 


iNouuureili,  citlrfcun    ■    'mum. -. 

M£IANDRUS«  'VW&'SONWIE 


77u's  is  Dc/ta's  Wide- Ride  L- 1011  TriStar, 

a  $25  million  superjet.  The  "living  room" cabins  are 

8  feet  high,  almost  19  feet  wide. 


Is  there  life  after  oil? 


When  the  energy  crisis  first  reared  its  ugly 
head,  a  lot  of  people  assumed  the  worst. 

What  would  we  do  without  oil?  Natural  gas? 
How  could  we  maintain  our  standard  of  living? 

Reasonable  fears.  But  totally  unfounded. 

Because,  right  now  America  is  holding  the 
energy  ace-m-the-hole: 

Coal. 

America  has  more  coal  than  any  other 
country  m  the  world.  About  a  500-year  supply 
by  recent  estimates. 

More  importantly  we,  in  the  Southern 
electric  system,  know  how  to  use  it:  lb 
generate  electricity  for  just  about  everything 
that  now  runs  on  gas  and  oil. 

This  isn't  just  wishful  thinking,  either. 

Already  about  80%  of  our  electricity  is 
generated  from  coal.  Counting  nuclear  energy 
and  hydroelectric  power, 
less  than  10%  comes  from  gas  and  oil. 

Whafs  more,  together  with  the  Electric 


Power  Research  Institute  and  the  federal 
government,  we've  pioneered  a  process 
which  can  remove  most  pollutants  from  coal 
before  it  reaches  a  power  plant  furnace. 

When  commercially  feasible,  solvent- 
refined  coal  will  give  us  greater  freedom  from 
foreign  energy  policy  And  allow  us  to 
breathe  freely  in  the  process. 

Coal  is  just  one  of  four  key  resources 
The  Southern  Company  is  using  to  reach  the 
Electric  Economy 

It  also  takes  strong  management. 
State-of-the-art  technology 
And  the  investment  dollars  of  thousands  of 
stockholders. 

These  resources  put  the  Electric  Economy 
well  within  our  grasp.  And  give  us  the 
confidence  to  answer  this  question: 

Is  there  life  after  oil? 

Yes.  And  quite  possibly 
a  better  life  than  we've  ever  known  before. 


The  Southern  Company;  Alabama  Power  Company;  Georgia  Power  Company; 
Gulf  Power  Company;  Mississippi  Power  Company;  Sou  them  Company  Services,  Inc. 


Southern  Company 

the  southern  electric  system 


after  passage  of  the  Employee  Retire- 
ment Income  Security  Act  (ERISA), 
have  been  loathe  to  invest  in  risky  or 
small  companies  because  of  the  old  pru- 
dent man  rule,  but  the  new  legislation 
would  test  a  fiduciary's  prudence  accord- 
ing to  his  overall  portfolio  diversification 
instead  of  his  individual  stock  picks.  The 
truth  is  that  a  portfolio  consisting  entire- 
ly of  large  bank  stocks  is  almost  certainly 
riskier  than  a  portfolio  consisting  90%  of 
an  index  fund  and  10%  in  little  growth 
companies.  Why  riskier?  Because  the 
portfolio  is  betting  not  only  that  the  mar- 
ket will  go  up  but  also  that  bank  stocks 
will  perform  well — a  double  risk. 

For  all  the  attention  it  is  getting,  Mod- 
ern Portfolio  Theory  has  a  long  way  to  go 
before  it  becomes  accepted  dogma  in  the 
financial  community.  "I  think  it's  almost 
entirely  baloney,"  scoffs  John  W.  Wright 
of  Wright  Investors'  Service.  Says  the 
top  investment  man  at  a  large  West 
Coast  bank:  "Look.  If  a  portfolio  man- 
ager of  mine  doesn't  know  that  Digital 
Equipment  stock  is  more  volatile  than 
IBM  stock,  I'll  fire  him." 

"If  this  young  man  expresses  himself 
in  terms  too  deep  for  me/Why,  what  a 
very  singularly  deep  young  man,  this 
deep  young  man  must  be."  So  sings  one 
of  the  characters  in  Gilbert  or  Sullivan's 
operetta  Patience.  W.S.  Gilbert  was  re- 
ferring to  poets,  not  investment  manag- 


ers, but  skeptical  money  men  wonder  if 
there  is  a  good  deal  of  such  deliberate 
obfuscation  involved  in  Modern  Portfolio 
Theory.  "People  say,  This  stuff  is  pretty 
hard  to  understand.  These  guys  are  pret- 
ty intelligent.  They  must  be  right,'  "  says 
James  White  of  David  L.  Babson  &  Co. 

White  has  put  his  finger  on  a  serious 
problem:  The  precision  of  mathematics 
can  be  too  comforting.  Computers  and 
fancy  terminology  can  be  abused.  A 


".  .  .  Many  portfolio  man- 
agers are,  in  effect,  unwit- 
tingly betting  against  their 
own  predictions  . .  ." 


money  manager  may  not  know  his  port- 
folio s  beta  from  his  elbow,  but  he  knows 
that  reams  of  computer  printouts  are 
likely  to  impress  the  lawyers  if  ever  he  is 
sued  for  fiduciary  irresponsibility. 

Perhaps  the  worst  danger  of  Modern 
Portfolio  Theory  is  that  it  will  become  a 
victim  of  its  own  success.  Money  manag- 
ers may  fritter  away  time  tinkering  with 
their  computers  instead  of  paying  atten- 
tion to  the  real  world.  Charlatans  may 
begin  to  move  in.  Dennis  Tito,  a  former 
NASA  engineer  who  is  now  president  of 
Wilshire  Associates,  says  he  knows  of  a 


stockbroker  who  put  out  a  bulletin  claim- 
ing that  Modern  Portfolio  Theory  was 
sending  out  strongly  bullish  signals. 
Sheer  nonsense,  of  course:  MPT  is,  or 
should  be,  neutral  on  individual  stocks 
and  on  the  market.  It  merely  helps  mon- 
ey managers  follow  through  on  their 
hunches,  their  theories  and  their  expec- 
tations with  a  measurable  sense  of  the 
risks  they  are  taking. 

For  all  its  potential  drawbacks  as  a 
child  of  the  computer  age,  Modern  Port- 
folio Theory  is  likely  to  win  a  permanent 
place  in  the  money  management  tool 
chest — just  as  Ben  Graham's  ideas  have. 
But  reading  Ben  Graham  does  not  make 
a  person  a  good  money  manager  and 
neither  will  learning  the  rules  of  Modern 
Portfolio  Theory. 

Forbes  asked  Roy  Neuberger,  the  74- 
year-old  head  of  Neuberger  &  Berman 
and  one  of  The  Street's  great  intuitive 
traders,  what  he  thought  of  MPT. 

"Never  heard  of  it,"  he  replied. 

Roy  Neuberger  apparently  doesn't 
need  Modern  Portfolio  Theory.  His 
Guardian  Mutual  Fund  has  racked  up 
over  11%  compounded  annual  gains  in 
its  28-year  history.  But  ordinary  mortals 
in  the  money  management  business, 
men  who  swing  huge  amounts  of  money, 
probably  do  need  it  to  provide  a  system- 
atic comparison  of  the  risks  they  take  and 
the  rewards  they  seek.  ■ 


The  incomparable  Acapulco  Center.  Completely  redesigned . . .  with  music  pavillion, 
theatres,  fine  restaurants,  boutiques,  discotheque.  The  last  word  in  business  and  pleasure. 


Mexico  has  more  superb  meeting 
sites  than  you're  probably  aware  of. 
The  incomparable  convention  halls 
and  hotel  facilities  of  Mexico  City, 
Acapulco,  Puerto  Vallarta,  Guadalajara, 
Mazatlan  and  Monterrey  have  hosted 
the  world's  leading  corporations. 
International  congresses.  Thousands 
of  incentive  travelers. 

And  there's  our  brand  new 
convention  center  on  Cancun.  Plus 
new  gathering  locations  rising  under 
the  sun  of  Ixtapa/Zihuatanejo. 

A  meeting  in  Mexico  is  a  wise 
business  decision.  A  beautiful 
choice.  For  complete  information, 
mail  in  this  coupon.  Or  call  the 
nearest  office  of  the  Mexican 
Government  Tourist  Office. 


We're  all  business.  But  we  do  it  beautifully 


Host  to  Miss  Universe  Pageant 
Acapulco,  July  24. 


Secretaria  de  Turismo  •  C  onsejo  National  de  Turismo 


MEXICO  F-6/12/78 
THE  AMIGO  COUNTRY 
MEXICAN  GOVERNMENT  TOURIST  OFFICE 

Director  of  Groups  and  Conventions 

405  Park  Avenue 

New  York,  New  York  10022 

I'm  interested.  And  I'd  like  to  learn  more. 

Name  

Title  

I  ompany  

Address  

City 


State- 


Telephone 


Zip. 
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..the  key  to 
Australian 


A  phone  call  away  lies  the  key 
to  expert  Australian  Dollar  Dealing 
because  A.N.Z.  Bank  understands 
the  Australian  dollar.  Be  it  spot  or 
forward  dealing  you  require,  A.N.Z. 
Bank  can  help  you. 

We  deal  in  New  Zealand  and 
Fiji  dollars  and  Papua  New  Guinea 
kina,  too. 


Telephone:  (213)  620-0561  Telephone:  (212)  825-0718 
Telex:  673358  or  677195        Telex:  420687  or  128159 


Australia  and  New  Zealand  Banking  Group  Ltd. 


Michael  Scott 
or  John  Richards 
707  Wilshire  Blvd. 
Los  Angeles  90017 


Ian  Winter 
or  Dennis  Pettit 
63  Wall  Street 
New  York  10005 
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Nuclear  Pioneer:  Dresden  I,  the  first  commercial  nuclear  power  plant,  came  on  line  in  1960. 


Nuclear  Power  Is  Alive  And 
Well  And  Living  In  Chicago 

Which  is  why  the  Windy  City's 
power  supply  is  assured  in  the  next  decade  and  beyond. 


It  was  Sun  Day,  May  3,  and  a  dreary, 
windy  day  in  Chicago.  At  various  places 
in  the  city,  demonstrators  went  through 
their  paces  urging  greater  use  of  solar 
power.  In  his  37th-floor  office,  Thomas 
G.  Ayers,  Commonwealth  Edison's  chief 
executive,  leaned  back  in  his  chair  and 
commented  dryly:  "You  couldn't  heat  a 
helluva  lot  of  water  here  in  the  winter- 
time. The  sun,  you  know,  doesn't  shine 
every  day  in  Chicago. " 

At  a  time  when  nuclear  power  is  heav- 
ily in  disfavor,  thanks  to  opposition  from 
an  influential  minority,  it  is  alive  and 
well  in  Chicago.  As  Tom  Ayers  says,  you 
couldn  t  really  expect  much  in  the  way  of 
solar  power  in  the  Windy  City. 

"Last  year  we  produced  nearly  27  bil- 
lion kilowatt-hours  with  nuclear  ener- 
gy," says  the  63-year-old  chairman  of 
Chicago's  $2-billion  (revenues)  electric- 
company.  "That's  42%  of  our  total  out- 
put, he  adds,  noting  that  nuclear  plants 
are  only  30%  of  capacity — which  means 
they  are  run  harder.  Why?  Cost.  "If  we 
had  produced  those  kilowatt-hours  with 
coal,  it  would  have  cost  our  customers  an 
extra  $280  million;  if  we  had  burned  oil, 
$650  million.'' 

Does  that  mean  electricity  rates  are 
cheap  in  Chicago?  That  depends  on  how 


you  look  at  it.  "They  are  high  by  histori- 
cal standards,"  says  Ayers,  who  is  cur- 
rently seeking  a  5.6%  rate  increase  on 
top  of  the  7.6%  increase  granted  last 
October.  "But  for  residential  customers 
they  are  50%  below  those  in  New  York 
and  about  the  same  as  those  in  Los  Ange- 
les, which  benefits  from  hydro,  the 
cheapest  of  all  power. 

"They're  just  marvelous  machines," 
he  says  enthusiastically  about  his  nuclear 
reactors.  "They're  easier  to  operate  than 
coal  machines — they  operate  at  low  tem- 
perature and  low  pressure,  they're  sim- 
ple and  they're  very  efficient."  By  that 
Ayers  says  he  means  they  re  good  at 
following  load — operators  can  easily 
match  electricity  produced  with  usage. 
"They  re  a  production  man's  dream." 

What  about  safety,  the  issue  that  wor- 
ries so  many  Americans?  Ayers  argues 
that  the  safety  of  nuclear  power  has  long 
ago  been  proven:  "They  talked  first 
about  radiation;  there  was  nothing  to 
that.  Then  they  talked  about  thermal 
pollution;  that  turned  out  to  be  a  straw 
man.  Then  they  talked  about  somebody 
stealing  the  fuel — terrorists  or  criminals; 
there's  no  way;  you  couldn't  do  anything 
with  it  when  you  got  it.  I  think  the 
opposition  is  mostly  people  who  think 


it's  bad  to  have  growth  in  energy." 

Commonwealth  Edison  currently  op- 
erates seven  nuclear  plants  with  a  total 
capacity  of  5.4  million  kilowatts,  has  six 
under  construction  for  another  6.6  mil- 
lion kilowatts  and  is  about  to  order  two 
more.  "We're  arguing  with  two  vendors 
right  now,"  Ayers  says.  The  company 
also  operates  two  oil  plants  with  2. 1  mil- 
lion kilowatts  of  capacity  and  nine  coal- 
fired  plants — 7.8  million  kilowatts — 
three  of  them  supplied  by  United  Mine- 
workers-mined  coal. 

During  last  winter's  coal  strike,  the 
company  burned  more  oil  than  normal, 
but  people  in  Chicago  didn't  have  to  turn 
their  lights  down  or  off  as  they  did  else- 
where in  the  Midwest,  nor  was  industrial 
production  curtailed.  Commonwealth 
was  able  to  sell  surplus  power  to  north- 
ern Indiana  and  to  American  Electric 
Power  for  the  Ohio  valley.  All  thanks 
chiefly  to  its  trusty  nuclear  reactors. 

Commonwealth  s  first-quarter  earn- 
ings were  down  from  76  cents  to  69  cents 
because  oil  costs  more  than  coal.  But 
they  would  have  been  down  even  more  if 
the  company  hadn  t  been  able  to  sell 
power.  "I  can't  tell  you  how  much  we 
made  on  it,"  says  Ayers,  "but  I  can  tell 
you  how  we  charged  for  it:  our  out-of- 
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pocket  costs  plus  10%,  and  we  sold  our 
most  expensive  power.  We  kept  our  nu- 
clear power  for  the  home  folks.  " 

Nuclear  showed  its  stuff,  too.  during 
the  severe  weather  conditions  that 
plagued  the  Midwest  the  past  two  win- 
ters. When  coal  piles  were  frozen  and 
men  had  to  go  out  with  jaekhammers  to 
try  to  break  them  up  and  coal  barges 
couldn't  move  on  frozen  rivers,  Ayers' 
nuclear  plants  kept  turning  out  kilowatt- 
hours.  "They  didn't  know  it  was  bad 
out,"  he  quips.  "They  just  kept  going." 

Chicago,  of  course,  isn  t  the  only  city 
to  benefit  from  nuclear  power.  Sacra- 
mento, Calif.,  of  all  places,  home  of  Jerry 
Brown  and  the  California  Energy  Com- 
mission (which  lately  struck  what  it 
hopes  will  be  a  deathblow  to  nuclear 
energy  in  the  state)  gets  over  80%  of  its 
kilowatt-hours  from  the  municipal  utili- 
ty's Rancho  Seco  nuclear  plant.  Last  year 
Baltimore,  supplied  by  Baltimore  Gas  6c 
Electric  Co.,  got  66%  of  its  power  from 
nuclear  plants;  the  areas  of  Connecticut 
and  Massachusetts  supplied  by  North- 
east Utilities  got  58%;  the  Piedmont  sec- 
tion of  North  and  South  Carolina  sup- 
plied by  Duke  Power  got  25%  and 
southern  Florida,  supplied  by  Florida 
Power  6c  Light,  got  33%. 

But  Chicago  is  still  Nuclear  City. 
Commonwealth  Edison  generates  a  far 
greater  number  of  kilowatt- hours  for  cus- 
tomer use  with  nuclear  energy  than  does 


Keen  On  Nuclear:  Chairman  Thomas 
Ayers  hopes  to  supply  Commonwealth 
Edison's  base  load  with  nuclear  soon. 


the  Tennessee  Valley  Authority,  its  near- 
est rival — 27  billion  OS.  17  billion. 

Ayers,  a  lawyer  by  training,  has  been 
with  the  company  for  40  years.  He  re- 
members when  it  all  began:  "We  were 
looking  ahead  25  years  at  the  amount  of 
coal  we  would  be  burning  and  the  logis- 
tics of  moving  it  and  getting  rid  of  the  ash 


and  the  accompanying  pollution." 

General  Electric  built  Commonwealth 
Edison  s  first  nuclear  plant,  Dresden  I, 
which  went  on  line  in  1960.  By  then 
Ayers  was  manager  of  engineering,  con- 
struction and  production.  The  facility 
worked  well,  and  four  years  later  Edison 
started  buying  more  and  bigger  units. 

Compared  with  the  opposition  nuclear 
power  generates  elsewhere,  it  is  well 
accepted  in  Chicago.  There  are  few  an- 
tinuclear  demonstrations  or  lawsuits, 
and  no  one  has  seriously  tried  to  get  an 
antinuclear  initiative  on  the  ballot.  "Peo- 
ple in  Illinois  know  when  they've  got  a 
good  thing,"  says  Ayers. 

Commonwealth  Edison  plans  to  sup- 
ply its  entire  base  load  with  nuclear  by 
the  late  1980s.  Four  years  ago  it  had  the 
foresight  to  buy  itself  a  uranium  com- 
pany, so  now  it  has  its  own  supply  of 
uranium  at  about  S30  per  pound  through 
1991.  (The  market  price  is  about  $42.) 
Two  years  ago  it  bought  some  coal  prop- 
erties in  Wyoming,  and  currently  it  is 
experimenting  with  coal  gasification  in 
hopes  of  someday  being  able  to  use  high- 
sulfur  Illinois  coal.  But  that  is  for  the 
distant  future.  Ayers'  present  plan  is  to 
build  new  coal-burning  facilities  only  for 
peak  and  emergency  loads. 

So  Chicago  has  plenty  of  power  for 
now  and  the  future.  And  all  this  with  a 
minimum  of  pollution  and  a  maximum  of 
dependability  .  ■ 


Rexnord... 

our  materials 
handling 
systems  help 
industry  move 
its  products 
more  reliably... 


At  Rexnord.  we  think  of  materials  han- 
dling as  a  lot  more  than  a  broad  back 
and  muscles.  It's  a  business  science. 
A  productive,  smooth-working  mech- 
anism industry  can  t  do  without. 

We  ve  put  materials  handling  to  work 
for  many  industries.  It's  used  to  move 


finished  steel  by  the  billet  and  crush 
stone  by  the  ton.  In  a  modern  wa 
house  it  s  part  of  order  picking  ope 
tions  that  fill  thousands  of  orders  a  d 
There's  hardly  an  industry  in  1 
world  our  conveying  systems  a 
components  don't  serve— from  airl 


The  President  Proposes, 
The  Bureaucrats  Dispose 

The  President  calls  for  less  dependence  on  Arab  oil  for  power  generation. 
But  bureaucrats  and  their  environmentalist  friends  have  different  ideas. 


By  JEAN  BRIGGS 

People  tend  to  think  of  the  federal  bu- 
reaucracy as  a  monolithic  force.  In  fact,  it 
is  a  loose  amalgam  of  conflicting  jurisdic- 
tions with  often  conflicting  interests  and 
politics.  Thus  the  signals  from  Washing- 
ton are  often  confusing  and  contradic- 
tory. Even  on  energy  policy. 

President  Jimmy  Carter  and  Energy 
Secretary  James  Schlesinger  say  that  the 
U.S.  should  depend  more  upon  coal  and 
to  a  somewhat  lesser  extent  upon  nuclear 
energy,  rather  than  on  costly  imported 
oil.  But  the  Administration  acts  with  di- 
vided counsel. 

Start  with  the  Clean  Air  Act  Amend- 


ments. The  original  amendments  passed 
in  1970  made  it  economical  to  transport 
western  coal  into  the  Midwest  and  even 
into  the  East.  That's  because  plants 
burning  western  coal — generally  speak- 
ing— throw  considerably  less  sulfur  into 
the  air  than  plants  burning  eastern  or 
midwestern  coal.  Thus  a  utility,  under 
orders  to  emit  less  than  a  specific  amount 
of  sulfur,  had  a  choice  between  installing 
expensive  stack-gas  scrubbers  or  hauling 
coal  from  the  West.  Most  of  them  chose 
to  haul  low-sulfur  coal.  They  regarded 
the  scrubbers  as  unreliable.  This  was  a 
big  boost  for  western  coal  development, 
which  most  people  consider  essential  if 
the  U.S.  is  to  hold  down  oil  imports. 


But  all  this  was  changed  by  the  Clean 
Air  Act  Amendments  of  last  summer. 
And  what  was  the  Administration's  atti- 
tude toward  this  setback  for  western 
coal?  The  Administration  strongly  sup- 
ported it.  Why?  In  a  word,  politics.  The 
Jimmy  Carter  coalition,  remember,  in- 
cluded environmentalists,  who  want  to 
preserve  the  West,  and  eastern  coal 
states  that  want  coal  business. 

Here  s  what  happened.  The  new  law 
requires  utilities  to  use  the  "best  avail- 
able technology"  to  clean  up  their  coal — 
even  if  the  coal  is  relatively  clean  to 
begin  with.  Once  started  on  this  path,  it 
was  probably  inevitable  that  stack  scrub- 
bers would  be  required  with  western 


and  make  people  more  efficient. 


gage  handling  to  foundries  to  bot- 
3  and  canners.  For  more  informa- 
i  on  Rexnord,  read  our  annual 
Drt  and  our  corporate  brochure. 
:e  for  copies  to  W.  C.  Messinger, 
lirman,  Rexnord  Inc.,  RO.  Box 
2,  Milwaukee,  Wisconsin  53201. 


Rex  TableTop  conveyor  chains  provide  Carrier  vibrating  conveyors  can  move  mate- 
smooth  handling  of  jars,  cans,  bottles.  rials  while  screening,  sorting,  drying,  cooling. 

Mathews  standard  conveyors  and  custom- 
designed  systems  reduce  handling  costs. 
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Midwestern  Coalyard:  If  top  energy  policymakers  have  their  way,  there  will  be  many 
more  like  this  one.  But  other  government  officials  could  thwart  that  goal. 


coal,  too.  In  any  case  that  is  precisely 
how  the  Environmental  Protection 
Agency  is  proposing  to  interpret  the  law. 
If  so,  good-bye  western  coal. 

The  Department  of  Energy — which 
hasn't  forgotten  that  it  is  supposed  to 
encourage  coal  production  in  the  U.S. — 
has  objected  to  EPA  s  interpretation  of 
the  law.  The  battle  goes  on.  Western 
coal  men  say  that  EPA  staffers  are  less 


interested  in  the  amount  of  sulfur  in  the 
air  than  they  are  in  keeping  the  West 
from  developing  its  coal  resources. 

Then  there's  the  strip-mine  legislation 
enacted  last  year,  also  with  strong  Ad- 
ministration support.  That  law  is  being 
administered  by  a  newly  created  Office 
of  Surface  Mining  at  the  Interior  Depart- 
ment. OSM  was  so  zealous  that  the  coal 
industry  went  to  court  over  its  first  set  of 


regulations.  Some  have  already  been 
overturned — including  a  requirement 
that  water  from  mining  areas  must  be 
cleaner  than  it  would  have  to  be  under 
the  Water  Pollution  Control  Act. 

In  all  this  there  is  a  good  deal  of 
genuine  and  sincere  environmentalism, 
which  is  not  always  realistic  when  it 
comes  to  matching  costs  to  benefits  and 
therefore  makes  impossible  demands  on 
the  coal  and  nuclear  industries.  In  a 
minority  of  cases  there  are  less  innocent 
motives,  personal  ambition,  for  example. 
Ambitious  young  politicians  and  bureau- 
crats want  to  hitch  their  personal  stars  to 
the  popular  concern  for  the  environment 
and  popular  fear  of  nuclear  energy. 
There  is  also  a  sometimes  devious  ideo- 
logical side  to  the  situation.  Listen  to 
Commonwealth  Edison  Chairman 
Thomas  G.  Avers:  "I  had  one  [environ- 
mentalist] fellow  say  to  me,  'The  trouble 
with  you  is  you're  always  interested  in 
getting  cheap  power.  We  ought  to  make 
it  more  expensive  so  people  don't  use  so 
much.'  "  This  small  minority  is  more 
interested  in  forcing  its  ideas  on  other 
people  than  in  keeping  soot  out  of  the  air 
and  chemicals  out  of  the  water. 

Use  more  coal,  say  Jimmy  Carter  and 
James  Schlesinger.  There's  a  lot  of  coal 
on  federally  owned  lands.  But  there  has 
been  since  1971  a  de  facto  moratorium 
on  the  leasing  of  federal  lands  for  the 
development  of  coal.  Last  summer  the 


More  ways  Rexnord  helps  to  increas  a 


Rex  TableTop  steel  chains  (above)  assure  low-c 
\        conveying  of  metal  parts  in  industry. 

Rex  conveyor  chains  (top  left)  are  used  to  mi 
everything  from  small  packages  to  heavy  steei  b. 


Mathews  conveyor  systems  (left)  automate 
movement  of  materials  in  warehouses  and  plar 


President  ordered  a  review  of  coal-leas- 
ing policy.  Joe  Browder,  an  assistant  to 
the  assistant  secretary  for  land  and  water 
resources  at  the  Interior  Department, 
who  was  for  years  a  leader  in  the  envi- 
ronmental movement,  was  put  in  charge 
of  it.  The  policy  is  nowhere  near  com- 
plete. Meanwhile  a  court  order  has  pre- 
vented the  previous  leasing  program 
from  being  put  into  effect  on  environ- 
mental grounds.  The  Department  decid- 
ed not  to  appeal  but  to  negotiate  a  settle- 
ment with  its  opponent,  the  Natural 
Resources  Defense  Council.  The  coal  in- 
dustry, for  one,  opposes  the  settlement 
which  is  currently  awaiting  court  approv- 
al. It  charges  that  the  Interior  Secretary 
is  giving  away  some  of  his  own  functions 
to  NRDG. 

Carter  has  wobbled  on  nuclear  energy 
even  more  than  on  coal,  but  he  did  say, 
after  taking  office,  that  the  U.S.  needs 
additional  light-water  reactors.  That 
would  seem  to  have  given  at  least  a 
limited  go-ahead  to  nuclear  power.  But 
how  strong  is  Carter's  commitment?  Jo- 
seph Nye,  assistant  to  the  undersecre- 
tary of  state  for  security  assistance,  sci- 
ence and  technology,  has  emerged 
recently  as  an  Administration  spokesman 
on  nuclear  energy.  Nye  says  Carter 
treads  the  middle  path  between  the  nu- 
clear industry  and  its  opponents.  Utility 
men  think  that  middle  of  the  fence  is  a 
more  apt  description.  They  wonder  if  the 


President  might  go  along  with  what  his 
own  White  House  Council  on  Environ- 
mental Quality  recommended,  a  nuclear 
moratorium.  California  Governor  Ed- 
mund G.  (Jerry)  Brown  obviously  thinks 
there  are  votes  in  such  a  political  stance. 

Then  there's  the  licensing  struggle.  A 
utility  considering  a  nuclear  plant  has  no 
idea  how  long  it  will  take  or  how  much  it 
will  cost  to  build.  At  any  point  the  Nu- 
clear Regulatory  Commission  might  de- 
cide to  reopen  the  case  or  the  utility 
might  be  taken  to  court  to  reconsider  the 
same  point.  A  Supreme  Court  decision 
in  April  limits  the  role  federal  judges  can 
play  in  this  process  and  gives  utilities 
some  hope,  but  not  enough  for  them  to 
start  ordering. 

The  Administration  has  finally  un- 
veiled its  long-promised  bill  to  speed  up 
nuclear  license  procedures,  but  in  the 
House  the  bill  eventually  will  go  to  Rep- 
resentative John  Dingell's  (D-Mich.) 
subcommittee.  Dingell  has  already  said 
it  has  no  chance  of  getting  anywhere  this 
year.  In  the  Senate  it  has  gone  to  the 
nuclear  regulatory  subcommittee, 
chaired  by  Senator  Gary  Hart  (D-Colo.), 
a  strong  environmentalist.  When  Energy 
Secretary  Schlesinger  went  before  Hart's 
committee  last  month  in  support  of  the 
bill,  Hart  strongly  suggested  that  he 
would  try  to  block  the  licensing  bill  un- 
less it  includes  a  solution  to  the  problem 
of  disposing  of  nuclear  wastes.  Carter 


and  Schlesinger  want  to  handle  that  as  a 
separate  matter. 

If  all  that  weren't  bad  enough,  the 
bureaucracy  keeps  deferring  decisions 
regarding  what  is  known  as  the  back  end 
of  the  fuel  cycle — everything  that  hap- 
pens to  nuclear  fuel  after  it  is  removed 
from  the  core  of  the  reactor.  Last  fall  the 
Department  of  Energy  said  the  govern- 
ment would  take  possession  of  used  fuel 
rods  and  that  it. would  begin  issuing  reg- 
ulations early  this  year.  All  that  has  now 
been  deferred  indefinitely.  The  Depart- 
ment of  Energy  also  said  it  would  decide 
on  a  waste  disposal  method  by  1985. 
Now  it  says  not  until  1988  or  even  1993. 

A  study  done  by  the  Federal  Power 
Commission  before  it  became  the  Feder- 
al Energy  Regulatory  Commission  says 
that  in  some  areas  of  the  country  power 
reserves  are  likely  to  drop  below  what  is 
needed  to  meet  emergencies.  And  the 
National  Electric  Reliability  Council,  a 
utility  industry  group  keeping  track  of 
such  things,  said  in  its  most  recent  study 
that  shortages  could  occur  as  early  as 
1979  in  the  Southeast.  The  shortages 
may  never  occur,  but  if  they  do  there 
will  be  recriminations.  As  the  National 
Association  for  the  Advancement  of  Col- 
ored People  said  in  its  energy  statement, 
"The  next  generation  is  likely  to  be  sit- 
ting around  in  the  dark  blaming  the  utili- 
ties for  not  doing  something  this  genera- 
tion's officials  would  not  let  them  do."  ■ 


iaterials  handling  efficiency. 


It's  true  in  industry  after  industry.  Materials 
handling  has  become  a  key  to  productivity. 

In  mines  and  quarries,  Rexnord  convey- 
ing systems  move  materials  simply, 
quickly  and  efficiently.  To  food  proces- 
sors, Rexnord  chains  keep  canning  and 
bottling  lines  moving  smoothly  and 
economically.  The  newspaper  you  read, 
the  car  you  drive,  the  bulb  in  your  bed- 
side lamp  may  have  been  produced  or 
packaged  or  delivered  with  the  help  of 
our  conveying  equipment. 

To  learn  more  about  us,  read  our  annual 
report  and  corporate  brochure.  Write 
W.  C.  Messinger,  Chairman,  Rexnord  Inc., 
P.O.  Box  2022,  Milwaukee,  Wl  53201. 

Rex  bearings  offer  important  life-adding  advan- 
tages in  many  materials  handling  applications. 


'ier  vibrating  conveyors  economically 
e  anything  from  light  bulbs  to  heavy 
ings. 
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get  a  really  good  ste 
from  an  industrial  pr 

like  Col 


There's  one  thing  a  lot  of  French  cars  have  in  common.  And 
that's  smooth  steering  —  thanks  to  a  special  steering  column 
bushing  from  Chromex  S.A.,  a  French  unit  of  our  Garlock 
Precision  Oil  Seal  Division.  Made  from  self-lubricating  TFE  and 
rubber  sandwiched  around  a  metal  insert,  the  bushing  provides 
the  proper  torque  to  translate  steering  directions  to  the  wheels 
and  back  again  —  under  virtually  all  road  and  weather  condi- 
tions and  at  all  normal  speeds. This  bushing  is  one  of  more  than 
100,000  industrial  seals  and  components  that  make  Garlock  a 
respected  name  around  the  world.  And  Garlock  is  one  of  many 
names  that  make  us  a  leading  supplier  to  industry  both  at  home 
and  abroad.  For  our  latest  financial  reports,  write  Colt  Industries 
Inc,  Dept.  E,  430  Park  Avenue,  New  York,  New  York  10022. 

Fairbanks  Morse  diesel  engines  •  Fairbanks  scales  •  Pratt  &  Whitney  and  Elox  production 
equipment  •  Quincy  compressors  •  Central  Moloney  transformers  •  Trent  welded  stainless  steel 
pipe  and  tubing  •  Crucible  permanent  magnets  and  coil  springs  •  Colt  firearms  C  Crucible 
.^specialty  steels     Holley  carburetors  •  Chandler  Evans  fuel  controls  •  Fairbanks  Morse  pumps 
'  3  Garlock  industrial  seals  and  components  □  Menasco  shock  mitigation  systems. 


Colt  Industrie 


Congratulations, 
You're  Fired! 

In  only  three  years  Donald  Meads  turned 
CertainTeed  from  a  near-bankrupt  into  a  first- 
rate  company.  And  then  he  was  out. 


By  MARILYN  DAMMERMAN 

Donald  Meads  is  a  hard  act  to  follow. 
Tall,  silver-haired,  well  connected, 
Meads  was  brought  in  in  June  1974  to 
rescue  CertainTeed,  the  $818-million 
(sales)  Pennsylvania  building  materials 
producer,  from  the  run  of  failed  diversifi- 
cations, real  estate  crashes  and  executive 
scandals  that  had  befallen  it  in  1973-74. 

Rescue  it  he  did.  Mainly  a  finance  man, 
Meads  was  the  sort  of  finely  polished 
tough  guy  CertainTeed  needed.  With  the 
help  of  a  surge  in  insulation  demand,  the 
company  bolstered  its  balance  sheet  with 
an  emergency  credit  line  from  a  group  of 
insurance  companies,  then  weeded  out 
its  loss-making  operations.  Now,  four 
years  later,  all  of  CertainTeed's  basic 
businesses  (insulation,  fiberglass  rein- 
forcements, pipes  and  roofing)  are 
healthy,  its  sales  growth  the  highest  In  its 
industry,  its  return  on  equity  over  20%. 
Much  of  the  credit  goes  to  Meads  himself 
who,  once  the  cleanup  was  finished,  con- 
tinued doing  what  he'd  done  from  the 
start — running  CertainTeed  as  if  he 
owned  it.  Trouble  was,  he  didn't. 

A  French  giant,  Saint  Gobain-Pont-a- 
Mousson  (SGPM)  is  the  real  owner,  with 
54%  of  the  stock.  Last  month  Meads,  57, 
resigned,  replaced  as  chief  executive  by 
his  chief  operating  officer,  Marcel  Le- 
vecque,  55;  John  Gurash,  retired  CEO 
of  the  INA  Corp.  insurance  company, 
was  named  chairman.  Saint  Gobain 
spokesman  Michael  Rust  concedes  that 
Meads  was  forced  out.  "If  he  had  wanted 
to  continue,  he  would  not  have  done 
some  of  the  things  he  did.  [He  knew] 
very  well  the  consequences  of  his 
actions." 

The  tension  between  Meads  and  Saint 
Gobain  had  been  building  for  over  a 
year.  "Almost  in  proportion  to  our  suc- 
cess, there  was  an  increased  interest  by 
the  majority  owner,"  says  Meads  amica- 
bly— a  polite  way  of  complaining  that  the 
head  office  in  Paris  became  more  med- 
dlesome as  the  cash  began  to  flow. 

Things  got  worse  after  the  French 
election  last  March.  As  one  of  France's 
largest  companies,  with  sales  of  almost 


$7  billion  in  glass,  building  materials  and 
packaging,  Saint  Gobain  was  one  of  nine 
firms  the  Left  vowed  to  nationalize. 
When  the  Left  lost,  SGPM  turned  its 
attention  to  its  foreign  investment 
strategy. 

"We  are  the  crown  jewel  in  SGPM  s 
group  of  companies,"  Meads  boasts. 
CertainTeed  contributes  only  13%  of  the 
parent's  sales  but  20%  of  its  profits. 

Because  of  price  controls,  restrictions 
on  layoffs  and  higher  labor  and  energy 
costs,  SGPM  claims  it  barely  makes  a 
profit  within  France.  Obviously,  then,  it 
wants  to  expand  outside  France.  The 
French  say  they  have  no  immediate 
plans  to  tender  for  the  rest  of  Certain- 
Teed, but  will  further  integrate  it  into 
their  worldwide  strategy,  as  U.S.  multi- 
nationals have  always  done  with  the  Eu- 
ropean companies  they  acquire. 

The  choice  of  Marcel  Levecque  as 
Meads'  successor  says  a  lot  about  that 
strategy.  He  came  to  CertainTeed  as 
chief  of  technology  in  1976,  after  a  nine- 
year  commute  as  a  consultant  from  Saint 
Gobain.  For  the  French  he  is  the  human 
symbol  of  their  technological  superiority 
in  fiberglass.  Levecque,  a  portly  man 
with  an  easy  laugh  and  a  thick  accent, 
seems  a  little  uncomfortable  talking 
about  financial  matters.  But  ask  him 
about  fiberglass  and  he  eases  back  in  his 
chair  to  begin  a  long,  long  story. 

Levecque  devised  a  process  that  revo- 
lutionized fiberglass  production,  a  pro- 
cess shared  with  CertainTeed  in  the  late 
Sixties.  Le'vecque  explains  that  Saint  Go- 
bain wants  to  transform  CertainTeed 
into  a  high-technology  company  capable 
of  competing  with  the  likes  of  Owens- 
Coming  Fiberglas  Corp.  In  the  next  few 
years  Saint  Gobain  and  CertainTeed  will 
introduce  a  "new  generation"  of  fiber- 
glass technology  to  replace  Levecque's 
original  method.  In  addition,  from  now 
to  1979  CertainTeed  will  invest  $250 
million,  mostly  in  fiberglass  products  ca- 
pacity. During  that  period  two  new 
plants  will  begin  operation,  as  will  a 
large  research  center  at  Blue  Bell,  Pa. 

"Saint  Gobain  is  very  operations-ori- 
ented now.  They  want  to  stay  in  the  area 
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Changing  Priorities:  Don  Meads  (/eft)  is 
a  financial  whiz.  But  Saint  Gobain  want- 
ed operations  man  Marcel  Levecque. 


they  know,  in  their  core  business,  and 
concentrate  on  long-term  R&D,"  says 
Levecque.  "They  are  not  eager  immedi- 
ately to  go  into  a  big  diversification." 

And  there  lay  the  source  of  Meads' 
troubles  with  the  French. 

Rust  elaborates:  "The  man  is  very 
good.  But  he  is  a  financier,  not  an  engi- 
neer. He  is  not  a  man  who  goes  out  into 
his  plants.  His  idea  was  to  develop  the 
company  further  by  making  deals." 
Meads  insists  he  was  hardly  on  the  verge 
of  a  spending  spree  but  adds  that  Cer- 
tainTeed will  be  well  poised  for  acquisi- 
tions by  1980.  "I  would  have  attained  the 
same  objectives  as  Marcel,  but  probably 
more  aggressively,"  says  Meads. 

A  graduate  of  Dartmouth  and  Harvard 
Business  School,  Meads  won  the  Distin- 
guished Flying  Cross  in  World  War  II. 
For  seven  years  he  was  chief  executive  at 
the  Rockefeller  family's  International  Ba- 
sic Economy  Corp.  He  joined  Certain- 
Teed from  the  number  two  spot  at  Phila- 
delphia-based INA,  which  owns  3%  of 
CertainTeed  and  8%  of  Compagnie  Fi- 
nanciere  de  Suez,  which,  in  turn,  owns 
17%  of  Saint  Gobain. 

Meads  is  not  an  easy  man  to  work 
with.  Restless  rather  than  nervous,  he 
talks  slowly  but  moves  quickly.  Col- 
leagues say  he  is  iron-willed.  Last  spring 
CertainTeed  President  George  Haufler 
quit  because  Meads  was  starting  to  en- 
croach upon  his  authority.  He  was  not 
replaced.  Meads'  blunt  and  aggressive 
manner  rubbed  the  French  the  wrong 
way.  "Europeans  are  more  gentlemanly 
[than  Americans],"  ;  says  Levecque. 
"They  will  never  say  'I  disagree.' 

Says  spokesman  Rust:  "Meads  thought 
he  could  change  the  rules  or  play  by  his 
own  rules." 

Says  Meads:  "I'll  mow  the  grass,  and 
dig  postholes  for  four  weeks,  then  look 
for  another  job.  "  ■ 
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Pitney  Bowes  can  relieve  the  stress  that  puts  unwanted  pressure  on  your  business. 


Move  that  paper!  Tote  that 
mail!  Makethosedeadlines! 

It's  not  easy  when  you've 
got  a  lot  of  paperwork  that 
hastogetdone.  And  you  need 
your  people  for  other,  more 
mportant  duties. 

That's  why  Pitney  Bowes 
has  just  the  machines  your 
office  needs. 

Modern  machines  that 
can  copy.  And  collate.  And 
fold.  And  stuff.  And  meter 
stamp.  And  address.  And 
count.  And  seal.  Faster  than 
you  could  ever  expect  any- 
one to  do  by  hand.  Neatly, 
accurately,  and  with  no 
aggravation. 

If  you  r  busi  ness  is  starti  ng 
to  feel  squeezed  by  all  the 
paperwork,  maybe  it's  time 
you  called  Pitney  Bowes. 

For  full  information,  write 
us:  Pitney  Bowes,  1 703  Pacific 
Street,  Stamford,  Connecticut 
06904,  or  call  toll  free  any  time 
800-243-5000.  (In Connecticut 
1-800-882-5577.)  Over  600 
salesorservicepointsthrough- 
out  the  U.S.  and  Canada.  Post- 
age Meters,  Mailing  Systems, 
Copiers,  Labeling  and  Price 
Marking  Systems. 


rs  Pitney  Bowes 

We  can  lighten  your  paper  weight. 


We're  being 
followed. 
Again. 

rlpr.  Othprs  arp  talLinp.  Wp' 


kwell  Sabreliner,  the  traditional  leader. 

If  you're  in  the  market  for  a  business  jet,  you  have 
mportant  decision  to  make:  should  you  get  all  that 
reliner®  65  offers  now,  or  wait  several  years  and  hope 
;et  it  from  the  competition? 

Before  you  decide,  consider  Sabreliner's  rich 
itage.  It's  one  of  the  most  proven  business  jets  in  the 
Id.  Sabre  traces  its  lineage  back  to  such  famous 
les  as  the  P-51,  the  F-86,  and  F-100  Super  Sabrejet. 
all  wonder  today,  Sabreliner  is  synonymous  with 
e-honored  design  and  up-to-the-minute  technology, 
other  medium  jet  now  flying  can  make  this  statement. 

Sabreliner  65  is  the  only  medium  jet  at  its  price  to 
tr  true  transcontinental  range  against  prevailing 
ds  with  IFRfuel  reserves  plus  individual  seating  for 
zomfortable  passengers, 
ist  to  coast,  non-stop,  non-cramped. 

Sabreliner's  spacious  19-ft.-long  cabin  boasts  a 
jme  of  480  cu.  ft.,  and  will  accommodate  six  corn- 
able  passengers  coast  to  coast  on  individual  seats 
:  recline,  swivel  and  track.  Or,  carry  up  to  ten  on 
rter  trips.  And  stand-up  headroom  is  11  inches 
ler  than  the  Lear  35A. 


Others  are  talking.  We'll  soon  be  delivering. 

The  new  Sabreliner  65  is  an  idea  business  is  buy- 
ing in  increasing  numbers.  One  big  reason  is  Sabre's 
availability.  It  will  be  ready  to  go  to  work  for  you  a  full 
two  years  before  its  nearest  competitor.  The  first  block  is 
sold,  and  the  next  available  Sabreliner  65  can  be  yours  in 
the  fall  of  1979.  Call  our  Vice  President  of  Marketing, 
Jud  Brandreth,  (314)  731-2260.  We  invite  inquiries  about 
Sabreliner  60  and  75A  as  well.  Sabreliner  Division, 
Rockwell  International,  6161  Aviation  Drive,  St.  Louis, 
Missouri  63134. 

Sabreliner  65  performance  guarantees. 

NBAA  VFR  RANGE:  3,349  sm(2,910  nm)  -5%  (4  passengers,  long-range 
cruise  speed,  Standard  Day). 

NBAA  IFR  RANGE:  2,854  sm(2,480  nm)  -5%  (4  passengers,  long-range 
cruise  speed,  Standard  Day). 

FAA  REQUIRED  FIELD  LENGTH:  5,300  ft.  +5%  (maximum  takeoff  weight, 
sea  level,  Standard  Day). 

FAA  REQUIRED  LANDING  DISTANCE:  2,590  ft.  +5%  (maximum  landing 
weight,  sea  level,  Standard  Day). 
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Rockwell  International 


..where  science  gets  down  to  business 


•mber  of  GAMA 


Sabreliner  65, 

A  new  option  in  business  jets. 


Technology: 
Biting  the  hand  that  leads  us. 


The  1977  Nobel  Prize  Ceremony  re- 
sulted in  an  almost  embarrassing  dom- 
ination by  American  scientists.  Many 
acclaimed  it  as  another  testimonial  to 
the  tradition  of  American  scientific 
superiority. 

But  it  clouded  an  increasingly  critical 
problem:  our  current  technology  crisis. 
It  may  look  like  a  lot  is  going  on. 
But  it  isn't. 

Every  day  we  hear  about  new  ideas  and 
new  products.  Computers,  calculators, 
business  machines,  video  games,  micro- 
wave ovens,  digital  watches,  fuel- 
injected  automobiles,  supersonic  air- 
craft, "wonder"'  drugs,  sophisticated 
surgical  techniques,  and  telecommuni- 
cations systems.  But  they  all  are  the  re- 
sult of  the  application  and  extension  of 
science  that's  10  or  15  years  old. 

The  fact  is  that  very  little  is  going  on 
now.  And  other  countries  who  have  a 
greater  commitment  to  technology  are 
catching  up  or  taking  the  lead. 
Our  colleges  can  no  longer  afford 
the  facilities,  programs,  and  staff 
tomorrow's  scientists  need. 
Government  funding  of  colleges  and 
universities,  expressed  in  constant  dol- 
lars, has  been  reduced  by  20%  since 
1967.  Funds  for  equipment  and  facil- 
ities have  been  cut  by  more  than  50% 
since  1967.  Grants  have  been  elim- 
inated. 

American  business,  too,  has 
reduced  funding. 

In  1976,  industry  spent  $38  billion  for 
R&D.  Measured  in  deflated  dollars,  this 
is  a  5%  drop  from  1968.  As  a  percent- 
age of  our  GNP.  R&D  spending  has 
averaged  2.4%  in  the  1970s,  as  com- 
pared to  2.9%  in  the  1960s.  This  rep- 
resents a  decrease  of  approximately 
17%.  In  contrast.  Japan  has  steadily 
accelerated  investment  in  R&D  by  74% 
since  1 950,  and  West  Germany  by  40% 
since  1968. 

Put  another  way,  12.6<i  of  every 
dollar  spent  by  our  government  went  to 
support  scientific  inquiry  in  1965.  By 
1975.  this  had  dropped  to  5.7e. 
How  did  this  "technology  crisis" 
come  about? 

As  the  Depression  and  World  War  II 
passed,  we  became  aware  that  we  could 
no  longer  depend  on  science  from 


abroad  to  act  as  the  catalyst  for  tech- 
nological progress.  We  needed  immedi- 
ate answers  to  complex  problems.  So 
scientists  were  asked,  and  funded,  to 
develop  solutions.  Fast. 

Then  our  attitude  toward  science  be- 
gan to  change,  due  to  three  major 
events: 

1.  Sputnik.  Our  tradition  of  techno- 
logical supremacy  was  challenged, 
and  Russia  proved  that  "it  could 
be  done"  if  science  and  funding 
were  properly  applied  to  accom- 
plish a  defined  mission. 

While  Sputnik  heightened  our  in- 
terest in  scientific  inquiry,  it  also 
conditioned  our  response  for  the 
1970s. 

2.  The  Recessions  of  1958  and  1963. 

Unrestricted  scientific  inquiry  and 
unlimited  funding  ceased.  Gov- 
ernment and  business  were  forced 
to  devote  less  money  to  fewer 
R&D  projects  with  more  short- 
term  results. 

3.  Vietnam.  This  was  the  war  tech- 
nology would  win  in  almost  a 
week,  by  remote  control.  Fast,  and 
without  casualties.  Technology, 
people  felt,  let  us  down. 

As  the  1970s  dawned,  we  had  suc- 
cessfully met  the  challenges  of  space. 
New  challenges  had  not  been  defined, 
nor  desired.  For  the  price  tag  was  get- 
ting too  high. 

It  became  popular  to  blame  technol- 
ogy for  causing  all  our  problems.  Pollu- 
tion. Depletion  of  natural  resources.  A 
food  crisis.  Unemployment.  Rising 
prices.  Inflation. 

As  a  result,  emphasis  on  scientific  in- 
quiry vanished.  Government  and  busi- 
ness became  skeptical  and  were  content 
to  rely  on  the  proven  success  of  old 
science  for  new  ideas. 


Now  we  are  at  the  crossroads. 

During  the  past  10  years  of  decreasing 
emphasis  on  scientific  inquiry,  three 
major  things  have  happened: 

1 .  Foreign  competitors  are  beating  us 
in  the  market.  Countries  like 
Japan  and  West  Germany  have  in- 
vested heavily  in  scientific  inquiry, 
and  the  results  are  beginning  to 
pour  into  our  country. 

2.  New  technology  must  solve  new 
problems.  The  energy  crisis.  Pro- 
ductivity in  industry.  Pollution 
control.  Continuing  research  to 
combat  killer  diseases.  And  more. 

3.  We  have  lost  our  scientific  spirit. 
Perhaps  this  is  why  government 
and  industry  have  been  unable  to 
provide  the  same  kind  of  commit- 
ment and  investment  we  applied  to 
winning  the  race  to  the- moon  to 
meeting  new  challenges.  Had  we 
done  so  when  the  energy  crisis  first 
threatened,  we  might  now  have  as 
much  fuel  as  we  need. 

Clearly,  we  must  change  our  attitude 
toward  scientific  inquiry. 

In  an  environment  where  scientific  in- 
quiry is  suspect,  and  funding  lacking, 
technology  will  take  a  long  time  to 
evolve.  And  that  is  basically  where  we 
stand  today. 

What  we  need  is  not  so  much  a  re- 
turn to  the  age  of  unrestricted  scientific 
inquiry,  but  the  beginning  of  an  era 
v\  here  gov  ernment  and  business  and  uni- 
versities work  together. 

Universities  can  more  forcefully 
press  the  case  for  more  support  of  valu- 
able research.  Business  can  increase 
emphasis  on  funding  of  R&D.  Govern- 
ment can  change  its  attitudes  from  a 
desire  to  control  and  regulate  techno- 
logical growth  to  a  desire  to  encourage 
and  support  scientific  endeavor  in  all 
spheres  of  society.  And  provide  tax  in- 
centives to  industries  that  invest  in  R&D. 

And  there's  one  thing  we  all  can  do. 
Give  technology  a  chance.  Recognize 
what  it  can  do  and  what  it  cannot  do. 
And  support  it— financially. 

As  it  has  in  the  past,  technology  will 
provide  the  solutions. 

Science  and  technology  can  solve  many 
problems.  If  they  don't,  what  else  will? 


Gould  is  an  electrical  and  industrial  products  company  committed  to  growth 
through  technology.  This  message  is  a  condensation  of  a  1 2-page  White 
Paper,  "Technology  and  Scientific  Inquiry."  For  the  complete  text,  write 
Gould  Inc.,  Dept.  F9-6, 10  Gould  Center,  Rolling  Meadows,  Illinois  60008. 
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Cofrin's  Corner  Of  Paper 

Austin  E.  Cofrin's  Fort  Howard  Paper  Co.  pioneered  recycling,  not  to 
save  the  world  but  to  build  a  strong,  innovative  enterprise  that  is 
two  or  three  times  more  profitable  than  its  competitors. 


Don't  look  for  a  single  tree,  let  alone  a 
forest,  among  the  holdings  of  Fort 
Howard  Paper  Co.  of  Green  Bay,  Wis.  It 
doesn  t  own  any.  However  you  look  at 
the  company,  it  turns  out  to  be  signif- 
icantly different  from  its  major  paper- 
making  competitors.  Different  in  respect 
not  only  to  trees  but  also  to  product 
lines,  marketing — and  profits. 

With  a  net  of  $45.8  million  on  sales  of 
$255.5  million  in  1977,  Fort  Howard 
managed  to  return  nearly  18%  on  sales, 
two  to  three  times  better  than  major 
papermakers.  Its  return  on  equity  last 
year  came  to  a  handsome  23%  as  com- 
pared to  Crown  Zellerbach's  13%  or 
Kimberly-Clark's  16%.  During  the  past 
decade,  the  company  has  scored  in- 
creases in  sales  and  earnings  every  year, 
starting  with  revenues  of  $64  million  and 
a  net  of  $8  million  in  1968.  It  achieved 
this  record  of  consistent  growth  in  an 
industry  characterized  by  chronic  over- 
capacity and  price-cutting.  And  it  did  it 
without  the  capital-gains  tax  advantages 
that  come  with  the  growing  and  cutting 
of  your  own  trees. 

More  to  the  point,  the  fact  that  Fort 
Howard  uses  less  costly  middle-grade 
wastepaper — rather  than  virgin  wood — 
is  the  main  reason  it  has  done  so  well. 
It's  no  trick  to  convert  high  grades  of 
wastepaper  at  $130-a-ton  into  finished 
product,  but  Fort  Howard  maintains  a 
unique  process  that  can  make  $80-a-ton 
waste  into  pulp.  Today  Fort  Howard's 
recycled  pulp  accounts  for  roughly  90% 
of  the  fibers  in  its  manufactured  product 
compared  to  the  40%-wastepaper  pulp  to 
60%-virgin  pulp  mix  used  elsewhere. 
Result:  The  pulp  in  Fort  Howard's  paper 
costs  40%  less  than  the  pulp  going  into 
other  companies'  paper. 

When  Fort  Howard  began  recycling 
wastepaper  back  in  the  1930s,  nobody 
was  talking  about  the  environment  and 
conservation.  A  big  reason  the  company 
went  that  route  was  that  its  founder — a 
fiercely  independent,  self-made  man 
named  Austin  E.  Cofrin — didn't  want  to 
be  squeezed  by  pulp  suppliers  charging 
high  prices.  With  most  of  its  raw  materi- 
als coming  from  consistently  lower- 
priced  wastepaper,  Fort  Howard  has  es- 
caped much  of  the  instability  of  the  pa- 


per industry  over  the  years.  Cofrin  has 
long  since  retired,  is  now  in  his  90s  and 
infirm,  but  his  successors  have  done  a 
first-class  job  of  maintaining  both  his  di- 
rection and  momentum.  Paul  J.  Schierl, 
43,  a  blunt  former  attorney  who  joined 
the  company  nearly  15  years  ago,  is  now 
chief  executive  officer,  having  succeeded 
Austin  s  son,  John,  who  died  in  1974. 

Schierl,  a  stocky,  feisty  man  who  has 
not  wavered  from  Cofrin's  original  deter- 
mination to  concentrate  on  a  relatively 
narrow  range  of  industrial  tissue  prod- 
ucts, has  also  played  a  major  role  in  the 
company's  success.  Fort  Howard  pro- 


duces such  goods  as  napkins,  towels, 
doilies,  toilet  and  facial  tissues  and  dis- 
posable industrial  wipers.  But,  aside 
from  some  regional  brands,  it  sells  no 
nationally  advertised  products  to  con- 
sumers. Virtually  its  entire  output  is  sold 
to  industrial  and  commercial  users 
through  a  network  of  200  direct  salespeo- 
ple and  some  2,800  paper  wholesalers. 

Fort  Howard  s  customers  include  just 
about  every  kind  of  major  institution, 
from  hotel,  motel  and  restaurant  chains 
to  schools,  hospitals  and  small  and  large 
businesses.  Marketing  this  way,  Fort 
Howard  avoids  both  the  high  cost  of 


Doughty  Papermaker:  President  Schierl  (left)  shows  Forbes'  Howard  Rudnitsky  part 
of  the  process  that  makes  Fort  Howard  tops  in  the  commercial  paper  industry. 
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Cargo  Super  Savers1 

New  round-the-clock  widebody  container  savings  program. 

One  low  flat  charge  in  all  widebody  markets  'ffm 
for  every  container  type— gives  you  discounts  up  to  30%. 

Volume  discounts  can  give  you  additional  savings  up  to  10%. 

No  time-of-tender  restrictions. 

Truck  rates,  at  jet  speeds,  on  all  widebody  flights. 

More  widebody  flights  than  any  other  airline. 

Pickup  and  delivery  service  available  system- wide. 

The  first  significant  new  air  cargo  product  and 
pricing  breakthrough  since  de-regulation. 

Call  your  local  United  Air  Cargo  office  for  details. 

Think  Big.Think  United. 

9  UniTED  AIRLII1ES  CARGO 
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consumer  advertising  and  the  high  risks 
of  consumer  product  development. 

Austin  Cofrin  started  Fort  Howard  in 
1919.  He  had  come  over  to  northeastern 
Wisconsin  a  few  years  before  from  New 
Hampshire  to  find  a  job  in  a  paper  mill. 
One  day  he  got  into  a  fight  with  company 
management  and  was  fired.  So  he  scram- 
bled around  town  looking  for  money  and 
people  to  start  his  own  company.  He 
began  with  about  40  employees,  who 
literally  built  their  own  first  papermak- 
ing  machine.  The  company  gradually  ex- 
panded its  facilities  on  a  165-acre  tract  in 
Green  Bay  on  the  Fox  River,  almost 
always  with  the  aim  of  making  Fort  How- 


ard independent  of  most  outside  forces 
that  could  inhibit  operations. 

Papermaking  requires  lots  of  steam  to 
dry  the  product,  so  the  company  normal- 
ly maintains  a  500-day  supply  of  coal 
(enabling  it  to  ride  out  problems  like  a 
coal  strike).  It  makes  its  own  caustic  soda 
and  calcium  hypochlorite  among  other 
chemicals  used  in  its  processes. 

Despite  this  seeming  self-sufficiency, 
Fort  Howard  began  several  years  ago  to 
sense  the  beginning  of  a  serious  new 
problem,  shipping.  For  decades,  the 
company  was  more  than  adequately 
served  by  major  railroads.  In  fact,  rough- 
ly 85%  of  all  Fort  Howard's  shipping 
came  in  and  out  of  Green  Bay  by  rail. 
Here's  how  Paul  Schierl  describes  the 
company's  transportation  plight:  "The 
Milwaukee  is  bankrupt;  the  Chicago  & 
North  Western  has  limited  resources, 
though  it's  doing  a  good  job;  and  the 
Green  Bay  &  Western  was  taken  over  by 
Itel  Corp.  So  we  had  reason  to  be  con- 
cerned. Late  shipments  and  damages 
were  increasing.  A  user  doesn't  want 
excuses.  He  wants  on-time  delivery." 

Not  only  was  the  company  totally  de- 
pendent on  these  railroads  for  the  bulk  of 
its  materials  and  deliveries,  but  it  was 
beginning  to  run  out  of  expansion  room 
on  its  Green  Bay  acreage.  A  rail  strike 
could  have  stopped  it  dead.  And  long- 
term  sales  growth  would  be  thwarted  by 
lack  of  capacity.  Meanwhile,  Wisconsin's 
environmentalists  were  adding  to  Fort 
Howard's  problems  by  putting  strict  lim- 
its on  its  right  to  discharge  effluent. 

Schierl  decided  to  go  ahead  with  a 
project  that  would  involve  two  radical 
departures  for  Fort  Howard:  going  into 
debt  and  building  new  facilities  outside 
Green  Bay.  To  beat  the  transportation 
problem,  the  company  picked  a  site  at  a 
key  crossroads — Muskogee,  Okla. — 
bought  more  than  500  acres,  and  then 
began  investing  about  $200  million  in  a 


new  self-contained  papermaking  com- 
plex. Though  the  company  was  well- 
heeled,  with  $25  million  in  cash  and  a  $40- 
million  plant-expansion  reserve,  it  had  to 
borrow  to  complete  the  move.  Once  Co- 
frin had  paid  back  his  original  backers,  he 
never  put  the  company  in  debt  again.  So 
the  board  had  to  be  convinced  that  revers- 
ing Cofrins  policy  of  self-financing  was  in 
the  company  s  best  interests. 

Even  then,  the  company  has  moved 
somewhat  cautiously  into  Oklahoma, 
with  a  two-stage  project.  Two  high- 
speed automated  paper  machines  will 
eventally  turn  out  as  much  product  as 
five  do  in  Green  Bay.  The  first  one  began 


producing  in  March.  Schierl  speaks 
proudly  of  the  progress  of  the  Muskogee 
installation:  "Phase  one  came  in  four 
months  ahead  of  time  and  almost  $10 
million  under  budget.  We  expect  phase 
two  to  be  completed  nearly  a  year  ahead 
of  our  original  1980  schedule. 

To  make  sure  that  his  company  didn  t 
fall  into  the  overcapacity  trap  like  com- 
petitors, Schierl  ordered  Fort  Howard's 
sales  force  to  start  selling  Muskogee 
products  even  before  that  first  machine 
began  operating.  The  huge  machines 
that  make  paper  in  endless  quantities  24 
hours  a  day  often  are  plagued  with  start- 
up bugs,  but  this  one  was  making  salable 
paper  on  the  first  day. 

Actually,  the  timing  of  the  installation 
was  less  than  perfect,  because  1977  was  as 
severe  a  year  of  price-cutting  as  there  s 
been  in  the  industry  in  the  last  15.  "Two- 


ply  toilet  paper  listing  at  $21 .90  a  case  was 
going  for  as  little  as  $17  for  a  time,"  says 
analyst  Thomas  Grace  of  Piper,  Jaffray  & 
Hopwood.  In  anticipation  of  Muskogee 
production  coming  on  stream,  Fort  How- 
ard oversold  its  own  productive  capacity. 
It  was  forced  to  make  up  the  difference 
with  8-foot  "parent  rolls  of  toilet  paper 
purchased  on  the  market.  Grace  explains, 
"A  squeeze  on  margins  occurs  when  the 
company,  instead  of  selling  its  own  paper, 
sells  outside-purchased  paper.  Last  year 
that  constituted  about  12%  of  total  sales.  " 
However,  improvement  in  margins  oc- 
curred with  the  startup  of  the  Muskogee 
machine,  and  Fort  Howard  has  boosted 
prices  across  the  board  as  of  May  1978  bv 
6%  to  6y2%. 

Schierl  managed  to  achieve  an  earn- 
ings record  last  year  with  $3.39  per 
share.  And  analysts  forecasts  for  this 
year  are  ranging  from  $3.60  to  $3.90. 
That  kind  of  performance  has  enabled 
the  company  to  spread  the  wealth 
around  to  employees,  none  of  whom  be- 
longs to  a  union  in  this  highly  organized 
industry  and  region.  But  the  3,000  Fort 
Howard  people  got  bonuses  last  year 
worth  about  19%  of  their  base  pay,  par- 
ticipate in  a  profit-sharing  retirement 
plan  in  which  the  company  invested 
nearly  $5  million,  share  in  an  employee 
stock-ownership  plan  and  get  liberal 
health  and  insurance  benefits.  This 
keeps  them  happy  and  productive. 

Obviously,  Fort  Howard's  manage- 
ment understood  the  game  when  it  came 
to  creating  and  managing  a  business  that 
could  make  its  own  distinctive  way 
through  the  morass  of  competition.  If 
you  can't  beat  the  giants  at  their  game, 
they  figured,  there  are  other  ways  to  get 
past  them  and  build  what  is  almost  cer- 
tainly the  most  profitable  publicly  owned 
papermaker  of  them  all.  ■ 


Reclusive  Innovator 


A      VETERAN      NEWSPAPERMAN  in 

Green  Bay  recently  called  Austin 
Cofrin  "a  genius.  There's  no  doubt 
about  it — the  way  he  developed  and 
designed  paper  equipment,  the  way 
he  built  his  company  and  the  way  he 
built  loyalty."  Though  totally  infirm 
today  at  94,  Cofrin  walked  to  work 
every  day  from  his  modest  frame 
house  in  Green  Bay  until  he  was 
nearly  80.  At  that  point  he  had  al- 
ready formally  stepped  aside  in  favor 
of  his  son  John,  but  it  was  still  his 
company  in  just  about  every  respect. 

Though  Cofrin  knew  all  his  em- 
ployees by  their  first  names,  he  was  a 
social  recluse.  A  family  dispute  with 
the  community  back  in  the  1920s 
caused  Cofrin  to  withdraw  from  what- 
ever social  contact  he  had  had  with 
the  city.  Instead  he  set  up  the  Fort 
Howard  Foundation  to  make  dona- 


tions to  local  art  and  charities.  The 
Cofrins  were  so  removed  from  com- 
munity life  that  one  longtime  resident 
of  Green  Bay  could  say  recently,  "I 
thought  I  knew  his  son  John  as  well  as 
anyone,  and  until  the  day  he  died  in 
1974,  I  thought  he  had  only  two  chil- 
dren. Then  I  found  out  he  had  four 
more." 

Though  there  are  over  a  dozen  Cof- 
rins with  substantial  stock  holdings 
(around  2  million  shares  in  private 
holdings  and  trusts — about  15%  of 
the  13.5  million  outstanding),  only 
one,  Austin's  youngest  son,  David,  a 
physician  in  Florida,  is  still  on  the 
Fort  Howard  board.  The  rest  live  off 
their  wealth  or  are  scattered  in  other 
fields  and  areas. 

In  a  sense,  the  Cofrins  run  their 
private  lives  the  way  the  founder  ran 
the  company — their  own  way. 


". . .  Cofrin  began  his  papermaking  operation  with 
about  40  employees  who  literally  built  their  own 
first  papermaking  machine  . . ." 
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"When  anything 
goes  wrong 
for  me... 

somebody  is 

going  to  pay!" 

"They  owe  me!" 


So  who  is  this  "somebody?" 

It's  "somebody"  with  plenty 
of  money,  an  unending  ability  to  pay. 

This  "somebody"  has  the 
responsibility  to  provide  an  extra 
reward  to  a  person  for  his 
misfortune. 

And  "somebody"  makes  it 
easy  for  us  as  jurors  (and  even  the 
judges)  to  overlook  just  who  it  is 
that's  wrong,  and  base  our  decisions 
on  the  assumption  that  any  injury 
!  or  loss  (real  or  imaginary)  deserves 
payment.  And  maybe  a  substantial 
bonus  as  well. 

So  who  is  this  benevolent 
"somebody?"  It's  you! 

This  growing  "they-owe-it- 
to-me"  attitude  may  be  just  fine  with 
you.  But  if  you  want  it  to  be 
America's  standard,  be  prepared  to 
pay  the  bill.  In  the  form  of  higher 
taxes,  higher  prices  for  goods  and 
services,  higher  medical  costs.  And, 
yes,  higher  insurance  rates.  So,  keep 
your  checkbook  handy. 

Because  insurance  is  merely  a 
i  means  of  spreading  risk  among 
many.  So,when  claims  and 


settlements  go  up,  rates  can  only 
do  the  same. 

This  complex  social  issue  and 
its  impact  on  insurance  rates  cannot 
be  resolved  without  an  informed 
public.  Since  you  are  the  ultimate 
paying  party,  you  most  certainly 
have  the  right  to  be  informed. 

If  that's  your  wish,  send  for 
our  "Enough  is  Enough"  booklet.  It's 
full  of  information  on  the  issue,  along 
with  action  steps  to  help  you  register 
your  views  where  they  count. 

Enough  is  Enough. 

Write  The  St.  Paul  for  your 
"Enough  is  Enough"  booklet.  Or 
contact  an  Independent  Agent  or 
broker  representing  The  St.  Paul. 
He's  in  this,  too,  and  wants  to 
help.  You'll  find  him  listed  in  the 
Yellow  Pages. 

St.  Paul  Fire  and  Marine 
Insurance  Company,  385  Washing- 
ton St,  Saint  Paul,  MN  55102. 

JStituI 

Properly  &  Liability 
Insurance 


Serving  you  thiough  Independent  Agents  St  Paul  Fire  and  Marine  Insurance  Company/St  Paul  Mercury  Insurance  Company/The  St  Paul  Insurance  Company/ 
St  Paul  Guardian  Insurance  Company/The  St  Paul  Insurance  Company  of  Illinois:  Property  and  Liability  Affiliates  of  The  St  Paul  Companies  Inc.,  Saint  Paul.  Minnesota  ^5102 


Why  CEOs  Pop  Pills 
(And  Sometimes  Quit) 

A  talk  with  Walter  Spencer,  who  has  just  walked  out  on  his 
$275,000-a-year  job  running  a  Si-billion  company. 


By  HAROLD  SENEKER 

Meet  Walter  O.  Spencer,  until  two 
months  ago  the  perfect  sobersided 
Cleveland  businessman,  chairman  and 
chief  executive  of  112-year-old  Sherwin- 
Williams  Co.,  the  troubled  paint  com- 
pany. Exterior:  conservative, 
dark-blue  suit,  impassive,  a 
chain  smoker.  Interior:  har- 
ried, embattled,  under  con- 
stant tension,  obsessed  with 
work,  harboring  all  the  while  a 
carefully  controlled  urge  to- 
ward the  dramatic,  flamboyant 
gesture. 

So  on  Monday,  Mar.  20,  he 
made  his  grand  gesture.  With- 
out warning,  he  summoned  his 
chief  operating  officer  back 
from  a  vacation  in  Phoenix, 
Ariz.,  met  him  at  the  airport 
and  told  him  he,  Spencer,  was 
quitting.  Spencer  stayed  only 
long  enough  to  oversee  the 
news  release  that  Wednesday 
that  said:  "The  job  is  no  longer 
any  fun.  My  advice  to  people 
who  feel  this  way  about  their 
jobs  is  that  they  should  leave." 
And  then  he  was  gone.  With  no 
successor  in  view. 

Now  Spencer  ushers  a  visitor 
into  a  personal  office  on  the 
second  floor  of  his  spacious 
home  in  Lakewood,  a  suburb 
adjacent  to  Cleveland,  where 
he  lives  with  his  wife  and  two  college- 
aged  children,  and  is  visited  by  his  aged 
mother.  He  is  still  in  a  dark-blue  suit, 
and  he  immediately  lights  a  cigarette, 
but  now  he  folds  his  hands  comfortably 
behind  his  head,  leans  back  in  his  chair, 
props  his  feet  up  on  the  desk.  And  he 
smiles  tentatively,  as  if  he  were  getting 
used  to  a  new  facial  expression.  "If  you 
look  at  the  Cleveland  business  establish- 
ment," he  begins,  "you'll  find  30  or  40 
guys  who  all  serve  on  each  other's 
boards,  eat  at  the  Union  Club  with  each 
other  and  play  golf  together  at  Pepper 
Pike.  They  are  mostly  from  the  tradition- 
al iron-ore,  steel  and  metal-fabricating 
industries — in  short,  production-orient- 


ed companies.  Or  their  bankers.  I  had  to 
transform  Sherwin-Williams  from  a  pro- 
duction-oriented company  that  fit  in  this 
tradition,  to  a  marketing-oriented  com- 
pany that  didn't.  They  didn't  understand 
the  concepts  involved.  And  after  six 
years  I  finally  got  tired  of  having  to  fight 


Enough  Is  Enough:  Walter  Spencer  dragged  Sherwi 
Williams  a  long  way  in  six  years,  but  everyone  has  a 


everything  new  through  the  board,  no 
matter  how  obvious,  logical  and  neces- 
sary it  was.  The  mental,  emotional,  psy- 
chological and  physical  pressures  of 
changing  this  company  around  just  final- 
ly became  too  great." 

How  great?  He  brings  his  feet  down, 
pulls  a  cylinder  from  his  coat  pocket  that 
looks  like  a  large  ball-point  pen  and 
shows  the  nitroglycerin  pills  he  carries  in 
it.  "Everybody  reacts  differently,"  he 
shrugs,  putting  it  back.  "You  know, 
some  people  develop  eye  twitches.  ..." 
The  pills  treat  "stress  symptoms,  it 
turns  out,  not  true  heart  disease.  Still,  a 
hint  for  Spencer  to  take;  he  is  51. 

Spencer  ran  things  for  six  years.  When 


he  took  over  in  December  1971,  he  had 
been  with  the  company  almost  23  years, 
starting  as  a  chemist,  quickly  switching 
into  management.  He  watched  in  dismay 
as  the  once-great  company  blundered 
into  trouble.  It  had  taken  up  diversifica- 
tion and  expansion  starting  in  1966,  add- 
ing debt  for  the  first  time  in 
1967.  But  earnings  per  share 
had  drifted  downward  from  the 
1966  peak  when  the  company 
earned  11.7%  on  stockholders' 
equity,  $3.96  a  share.  To  Spen- 
cer's mind,  the  new  assets  were 
yielding    a    negative  return. 
Once  in  power,  Spencer  set 
about  unraveling  much  of  what 
had  been  done  under  his  pre- 
decessor, CEO  E.  Colin  Bald- 
win. "What  we  were  doing  in 
the  grinder-wheel  business  I'll 
never  know,"  he  opines  of  one 
acquisition  he  got  rid  of.  And 
trying  to  make  this  big,  lum- 
bering manufacturer  (still  by 
far  the  biggest  paintmaker  to- 
day) think  like  a  marketing  out- 
fit. The  big  innovation  would 
be  revamping  the  2,079  Sher- 
win-Williams   stores,  making 
them   fewer  but  bigger  and 
eventually  transforming  them, 
one  by  one,  into  big  home- 
decorating  centers  with  every- 
thing for  the  do-it-yourselfer 
from    flooring    to  bathroom 
decorations  to,  naturally,  paint. 
The  earnings  responded,  going  from  a 
measly  $2.68  a  share  in  fiscal  1971  (end- 
ed Aug.  31)  to  a  respectable  $5.24  in 
fiscal  1974.   Return  on  equity  got  to 
11.1%,  not  too  great  but  better  than 
1971's  6.5%. 

Alas,- the  unraveling  went  more  slow- 
ly. He  wangled  a  half-dozen  plant  clos- 
ings in  1971  and  1972— "Sherwin-Wil- 
liams never  took  a  writeoff  in  its  history 
before  I  came  in,"  he  says — but  it  was 
1974  before  he  could  wrest  the  chair- 
manship away  from  Baldwin  (who  still 
remains  on  the  board,  voting)  and  really 
dismantle  the  latter's  handiwork.  And  as 
for  the  marketing  orientation:  "When 
you  take  a  100-year-old  company  and 


limit. 
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Spencer  did  not  hesitate  to  kill  his  own 
mistakes.  He  shut  down  a  paint  venture 
in  Indonesia  predicated  on  that  country's 
expected  oil  wealth,  not  its  actual  eco- 
nomic quagmire.  On  the  books  went 
$16.4  million  in  writeoffs — a  total  of 
$2.24  a  share  in  16  months.  The  timing 
was  balefully  perfect:  The  paint  market 
turned  into  a  two-cans-for-one  retailing 
melee  led  by  Sears.  Operating  net 
shrank  to  25  cents  a  share.  The  reported 
deficit:  $1.72  a  share,  which  forced  the 
board  to  pass  the  dividend.  The  stock 
dropped  another  octave,  to  the  20s. 

For  the  first  quarter  of  this  year,  yet 
another  deficit,  though  much  smaller  at 
38  cents  than  1977  first  quarter's  $1.04. 


a  company  this 


and  once  you've  taken 
far,  you  can  t  go  back.' 

Downtown,  in  the  Sherwin-Williams 
headquarters  in  the  rambling  old  Termi- 
nal Tower  complex  that  dominates 
Cleveland's  skyline,  sits  the  chief  operat- 
ing officer,  William  C.  Fine,  who  is  pres- 
ently running  the  company.  Fine's  office 
overlooks,  not  a  quiet,  green  suburb,  but 
the  industrial  Cuyahoga  River,  the  one 
that  caught  fire  once  because  of  the  pol- 
lution. Fine  is  60,  nine  years  Spencer's 
senior,  and  his  physical  complaint  is 
worsening  eyesight.  "Walt  and  I  had 
long  discussions  [over  the  massed  clos- 
ings and  writeoffs].  We  decided  to  go 
ahead  and  clean  it  up,  to  get  rid  of  the 


Sherwin-Williams  "Home-Decorating  Center":  While  spending  millions  to  modern- 
ize its  manufacturing  core,  the  company  tries  to  learn  sophisticated  retailing. 


change  the  culture  of  the  organization, 
and  try  to  do  that  in  Cleveland's  tradi- 
tional business  setting — well,  it  takes 
time,"  he  says.  "You  just  have  to  keep 
hammering  away  at  everybody." 

Trouble  is,  the  basic  that  Sherwin- 
Williams  was  supposed  to  get  back  to, 
paint,  is  a  mature  industry,  growing 
maybe  1%  a  year  in  unit  volume.  And 
starting  in  1974,  everything  about  the 
paint  business  began  to  hit  the  fan. 
About  half  the  cost  of  a  can  of  paint  is  the 
raw  materials — which  are  heavily  petro- 
leum-based. Materials  prices  vent 
through  the  roof  in  1974,  because  of  the 
oil  crisis,  and  have  gone  up  more  than 
selling  prices  each  year  since.  Mean- 
while, the  giant  mass-marketers — the 
Sears,  Roebucks,  the  Montgomery 
Wards  and  the  K  marts — have  latched  on 
to  paint  as  a  near  loss  leader  to  draw  the 
do-it-yourselfer  into  their  stores  and  sell 
him  something  else.  And  despite  the 
plant  closings,  Sherwin-Williams  was 
still  producing  from  too  many  antiquated 
plants — the  ones  at  Detroit  and  Gibbs- 
boro,  N.J.,  for  instance,  dated  back  to 
the  1880s.  So  the  likes  of  De  Soto,  Inc., 
which  is  Sears'  main  supplier,  have  been 
doing  great  since  1974,  but  the  likes  of 
the  Sherwin-Williams  Co.  very  definite- 
ly have  not. 

Earnings  dropped  to  $3.38  a  share  in 

1975  (offset  by  a  profitable  divestiture  to 
$5.11),  recovered  slightly  to  $3.81  in 

1976  (reduced  to  $3.22  by  a  writeoff). 
The  stock  market  had  long  since  taken  a 
dim  view  of  all  this.  The  shares,  which 
had  traded  in  the  40s  and  50s  for  a 
decade,  dropped  an  octave  in  1973  and 
commenced  trading  in  the  30s  and  40s. 

Sometime   in    fiscal    1975,  Spencer 
started  acting  like  a  man  who  wasn't 
going  to  have  the  ten  years  in  the  top 
spot  he  had  figured  on  (after  which  he 
'  would  take,  in  his  view,  a  well-earned 
early  retirement).   He  took  down  $50 
million  in  debt,  then  another  $50  mil- 
lion, and  frenetically  started  building 
j   vast  new  plants  in  Richmond,  Ky.  and 
Chicago  that  would  replace  the  tired  old 
)   ones  and  make  Sherwin-Williams  the  in- 
i   dustry's  low-cost  producer.  "If  you  can't 
i   raise  prices,  and  volume's  not  expand- 
:   ing,"  he  says,  reasonably,  feet  still  off  the 
i   desk,   "the  profit  has  to  come  from 
I  somewhere." 

And  now  the  plant  closings  and  divest- 
i   itures  started  coming  before  his  board  of 
I   Cleveland  businessmen  thick  and  fast. 
Spencer  changed  the  fiscal  year  from 
August  closing  to  calendar  in  1976,  and 
slipped  $2.8  million  in  writeoffs  into  the 
i  interregnum. 

Which  brings  us  to  1977.  Out  with  the 
I  Maumee  Flavor  &  Fragrance  division 
I  (the  grinder  wheels  were  already  gone), 
j  out  with  a  textile  chemical  operation, 
down  the  tubes  with  the  plant  in  Eu- 
>  rope,  the  plants  in  Detroit,  in  Dayton,  in 
Gibbsboro,  the  lab  building  in  Toledo. 


The  worst  of  the  retailing  bloodbath 
seems  to  be  over. 

Which  brings  us  to  Spencer's  office  at 
home  and  his  feet,  which  he  has  put  back 
up  on  the  desk.  It  was  nice  to  have  a 
$275,000-a-year  job;  now  it's  nice  to  be 
out  of  it.  He  is  headed  for  his  first  long 
vacation  in  eight  years,  during  which  he 
intends  finally  to  give  up  smoking,  too. 
After  that?  He  will  see.  But  Spencer's 
not  exactly  broke. 

"I  think  Sherwin-Williams  is  well  posi- 
tioned for  the  future,  now,"  he  claims. 
"The  new  Richmond,  Ky.  plant  will  have 
production  costs  40%  below  the  old  De- 
troit plant,  which  it  replaces.  Same  thing 
for  the  Chicago  plant  that  will  start  up 
this  summer.  The  bad  news  is  over.  And 
the  changeover  to  a  market  orientation  is 
probably  irreversible,  now.  It's  not  com- 
plete, but  we've  brought  along  a  lot  of 
young  managers  with  that  philosophy, 


profit  drains  on  the  company. 

"The  retail  business  is  growing  in  im- 
portance for  us,"  he  goes  on.  "We're 
going  the  decorating  products  route.  All 
of  our  1,530  stores  are  also  in  the  floor- 
coverings  business  now,  and  more  than 
half  of  them  offer  at  least  some  lines  of 
decorative  products.  We  already  sell 
more  wallpaper  than  anyone  else  in  the 
country.  Eventually  we  expect  that  our 
home-decorating  centers,  which  offer  a 
complete  range  of  decorating  lines,  will 
become  100%  of  our  retail  stores.  They 
are  something  over  half  now.  We  also 
want  to  offer  a  service  not  available  in 
the  major  mass-marketers'  stores:  people 
equipped  to  advise  on  how  to  use  and 
combine  products,  how  to  design  rooms 
and  color  schemes.  People  who  can  go 
out  to  the  customers  homes  and  help  lay 
out  their  whole  house." 

Fine  goes  on  to  explain  that  Sherwin- 


FORBES,  JUNE  12,  1978 


75 


f  YES,  VeS,  MR.  LANG.  YOU  HAVE  EVERy\ 
REASON  To  0E  UFSET.    Of  COURSE. 
NATURALLY.  THE"  PACKAGE  WAS  TWO 
DfV/S  LATE?  THAT'S  TBRRIBLE.  Y£S. 
I  CHECKED  IT  OUT.  WB.L,  Y&U  REIAEN\f?£R 
YOU  WANTED  US  12>  CHANGE  CARRIERS, 
Jo  WE  DtD.     WE'D  ALWAYS  PONE 

business  wrm  exlcr  express1. 

YES.  WE  SHIPPED  IT  VIA  FINGERCLOOT 
BB5THERS... STRICTLY  ACCORDING  T© 
YOUR  INSTRUCTIONS.  IK  FACT;  A  DAY 

£ARly,  .  .1  AGeee  fingercuoot 

BROTHERS  IS  A  DISAPPOINTMENT 

..,wHAT?,..,aH,Y£s,  I'll tak& 

CARE  OF  THAT. 


BOOTH 


SOOTHE  HIM  IN  FRANKFURT 

FOR  $6.75.  AND  SAVE 
AN  IMPORTANT  CUSTOMER. 

For  $6.75  (plus  tax)  you  get  3  minutes  to  most  countries  in 
Western  Europe.  That's  station-to-station.  In  most  cases,  nights  and 
Sundays  are  less. 

For  that  $6.75  you  can  soothe  and  sympathize.  Listen  and  learn. 
Explore  and  explain  on  the  spot. 

And  convert  sizzling  anger  into  a  sale. 

Try  doing  that  with  a  written  message. 


(§)  Bell  System 


Williams  also  adopted  a  more  aggressive 
pricing  policy  about  the  middle  of  last 
year,  and  that  it  has  rationalized  its  paint 
lines:  It  has  one  brand  for  the  indepen- 
dent dealers,  one  to  sell  through  the 
mass-marketers  and  the  "image"  Sher- 
win-Williams brand  for  its  own  stores, 
which  is  not  available  to  the  discounters. 
"Now  we  can  control  our  pricing  and 
promotions  on  our  own  products,"  Fine 
concludes  proudly. 

As  late  as  November,  Spencer  had 
been  assuring  the  press  operating  in- 
come would  offset  the  writeoffs  and  yield 
a  breakeven  year.  Instead,  there  was  red 
ink  and  Spencer  quit.  "Our  estimating 
system  is  actually  quite  sophisticated," 
explains  Fine,  "but  it  was  developed 
when  there  was  much  more  stability  in 
the  marketplace.  We  are  installing  a  new 
POS  terminal  system  that  will  allow  us  to 
track  sales  and  inventory  daily.  It  will  be 
in  50%  of  our  stores  this  year,  100%  of 
them  by  late  1979." 

And  as  for  the  large  home-decorating 


". .  .  Paint  is  a  mature  in- 
dustry .  .  .  and  in  1974,  ev- 
erything about  the  paint 
business  hit  the  fan  .  .  ." 


centers,  after  years  of  effort,  they  still 
number  only  about  60  among  the  com- 
pany's 1,530  stores.  So  now  what?  The 
board  will  eventually  pick  a  new  CEO, 
and  perhaps  he  will  be  able  to  complete 
the  necessary  transformation  Spencer 
undertook. 

Or  there  may  be  another  fate  in  store. 
There  are  only  5.4  million  shares  out- 
standing, and  at  a  recent  price  of  27  they 
were  selling  not  only  far  below  book 
($45.51),  but  at  only  a  modest  premium 
above  the  company's  cash  and  receiv- 
ables. So,  more  than  $1  billion  in  sales 
and  $600  million  in  total  assets  carry  a 
market  value  of  less  than  $150  million. 
The  company  has  modern,  competitive 
plants  now,  the  beginnings  of  a  promis- 
ing retailing  idea  and  a  name.  And  the 
board  was  recently  revamped,  cutting 
management  representation  from  six  to 
two  (on  a  nine-man  board)  while  chang- 
ing the  terms  to  one  year  from  staggered 
three-year  terms. 

Spencer  considers  the  question  of  an 
unfriendly  takeover:  "Employees  own 
about  15%  of  the  stock,"  he  muses,  "and 
the  Ohio  statutes  are  onerous  if  you're 
hostile."  Then  he  permits  that  tentative 
smile  again.  "Of  course,  the  state  stat- 
utes are  being  thrown  out  these  days  by 
the  courts. 

"And  I  assume  the  board  would  recog- 
nize its  legal  obligations  to  the  stock- 
holders if  a  legitimate  offer  were  made." 

Now.  does  anybody  want  to  make  the 
first  bid?  ■ 
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When  Garrett  brings 

f  urbocharging  dowh  to  earth 
Signal  earnings  climb. 


BARRETT:  Turbocharging,  once  confined  to  aircraft, 
ruck  and  other  engines,  is  now  moving  into  the  family 
:ar.  Garrett  turbochargers  are  now  in  production  for 
Buick,  Mercedes  and  Saab- providing  20-30%  fuel 
;avings  and  improving  performance  in  the  bargain. 
Barrett's  1977  contribution  to  The  Signal  Companies' 
iarnings  was  $40.4  million -up  41%  over  1976. 

JOP:  Increasing  activity  in  three  of  its  major  markets, 
vorldwide  energy,  environmental  control,  and 
;ngineered  products,  enabled  UOP  to  contribute  $114 
nillion  to  Signal  earnings  in  1977-a  78%  increase. 

/IACK:  In  heavy-duty  diesel  trucks,  Mack's  solid  share 
f  the  U.S.  market,  combined  with  a  commanding 
63%)  share  of  exports,  made  1977  the  best  sales  year 
i  history.  This  enabled  Mack  Trucks  to  contribute  $37 
nillion  to  the  earnings  of  The  Signal  Companies- 
1 55%  increase  over  1 976. 


APL:  American  President  Lines  [45%  owned  by  Signal] 
contributed  $6.4  million  to  1977  earnings.  It's  part  of  a 
highly  profitable  group  of  investments  which  includes 
real  estate  and  broadcasting.  This  group  earned  $16.7 
million -up  68%  over  1976. 

It  all  adds  up  to  a  record  year  for  Signal.  Sales  up  20%  to 
$3.0  billion.  Earnings  up  58%  to  $101.5  million. 
And  the  trend  continues.  Earnings  for  the  first  quarter 
of  1978  are  up  79%  over  the  first  quarter  of  1977 

We're  projecting  capital  expenditures  of  almost  one-half 
billion  dollars  in  the  next  five  years,  with  about  80%  of 
our  funds  coming  from  operations.  Our  success  is 
creating  the  capital  for  future  Signal  successes. 


The  Signal  Companies 

One  Signal  success  leads  to  another 


Color  It  Hines:  Gerald  Hines  has  already  stamped  Houston's  skyline  with  One  Shell 
Plaza  (center)  and  Pennzoil  Place  (left).  Now  he's  adding  two  more  towers. 


Master  Builder 


Having  created  much  of  Houston's  skyline,  Texan  Jerry  Hines  is  about 
to  take  advantage  of  the  national  real  estate  recovery 
to  put  his  stamp  on  as  many  other  cities  as  possible. 


The  view  from  Allen  Parkway  into 
downtown  Houston  is  pleasing  to  the 
eye.  The  jagged  silhouette  of  Pennzoil 
Place  breaks  the  skyline,  a  low-silhou- 
ette break  follows  and  One  Shell  Plaza's 
marble  facade  soars  50  stories.  In  two 
years  that  skyline  will  reach  higher  with 
the  addition  of  the  55-story  First  Inter- 
national Plaza  and  an  equally  tall  tower 
housing  the  Texas  Commerce  Bank.  Be 
prepared  for  a  surprise:  Most  of  this 
splendid  panoply  is  the  creation  of  a 
single  man. 

Gerald  Hines,  53,  with  209  projects 
completed  and  at  least  30  more  in  prog- 
ress, is  responsible  for  putting  up  more 
steel  and  concrete  than  any  real  estate 
developer  in  the  country  today.  He  has 
currently  under  construction  projects 
that  will  eventually  cost  well  over  $200 
million.  Those  already  completed  have  a 
value  in  excess  of  $1  billion.  (It  is  typical 
that  Hines,  a  conservative  in  an  industry 
noted  for  hyperbole,  will  say  only  that 
they  will  have  a  "cost  in  excess  of  $500 
million.') 

While  65%  of  Hines'  net  worth  is 
invested  in  Houston,  he  has  outgrown 
even  that  boom  town.  Bight  now  he's 
involved  in  at  least  three  major  projects 
outside  Houston:  the  $90-million,  57- 
story  Three  First  International  Plaza  in 
Chicago;  the  $62-million  Pillsbury  Cen- 
ter in  Minneapolis  and  the  $25-million 
Central  Trust  Center  in  Cincinnati. 
Further  projects  in  San  Francisco  and 


Boston    are    also    being  negotiated. 

Being  a  master  builder  has  its  risks. 
The  late  William  Zeckendorfs  empire 
crashed  into  bankruptcy.  Fellow  Texan 
Trammell  Crow  was  forced  to  sell  off 
some  of  his  choicest  property  in  1975  to 
pay  carrying  costs  on  undeveloped  land. 
Beal  estate  empires  have  been  built  with 
the  same  enthusiasm,  but  often  with  the 
same  disregard  to  the  laws  of  gravity,  as  a 
house  of  cards. 

What  Gerald  Hines  has  done  so  far  in 
a  career  of  some  25  years  is  to  bring 
systematic  thinking  into  what  has  always 
been  a  crap-shooting  business.  In  so  do- 
ing he  has  won  respect  among  institu- 
tional lenders  and  business  corporations, 
who  had  learned  at  great  cost  to  them- 
selves to  distrust  fast-talking  realty  pro- 
moters like  William  Zeckendorf. 

Careful  cost  controls,  marketing  skills 
and  conservative  financing  are  Hines' 
characteristics.  Hines  refers  to  his  build- 
ings as  "products,  and  employs  a  60- 
member  team  of  engineers  and  business 
analysts  to  keep  a  tight  rein  on  all  costs. 
Hines  himself  pays  attention  to  every 
detail  of  the  business.  He  selects  the 
architect  and  engineers  to  do  the  job, 
and  his  organization,  Gerald  Hines  In- 
terests, buys  the  elevators,  large  quanti- 
ties of  steel  and  even  the  door  frames 
and  carpeting  that  go  into  Hines  build- 
ings. His  organization  then  manages  the 
finished  product. 

I.M.  Pei,  the  nationally  prominent  61- 


year-old  architect  who  worked  with 
Zeckendorf  on  most  of  his  major  proj- 
ects, and  who  is  now  working  with  Hines 
on  the  Texas  Commerce  Bank  building, 
contrasts  the  two  men:  "Zeckendorf," 
Pei  says,  "was  a  visionary.  When  he 
conceived  of  an  idea,  I  don  t  think  he 
necessarily  saw  the  end  product.  He  was 
more  interested  in  the  big  concept, 
which  sometimes  involved  billions  of 
dollars  he  didn  t  have.  Hines  clearly  sees 
what  he  is  producing  and  how  much  it 
will  cost.  In  that  sense  his  vision  and 
concept  are  more  limited,  but  it  also 
makes  him  easier  to  work  with.'  Unlike 
Zeckendorf,  who  began  his  career  in  real 
estate  by  buying  and  selling  for  Lord 
Astor's  estate  in  the  U.S.,  Hines  has 
never  bought  a  building  for  resale.  He  is 
not  a  speculator. 

Hines  rival  in  Houston,  developer 
Kenneth  Schnitzer,  may  mingle  with  the 
rich  and  get  his  picture  in  the  paper  arm 
in  arm  with  movie  stars,  but  Hines'  style 
is  strictly  corporate.  His  idea  of  a  vaca- 
tion is  to  take  a  12-day  walking  trip  in 
Nepal,  or  climb  a  mountain.  As  Perry 
Waughtal,  his  executive  vice  president- 
finance,  explains,  "This  business  has  the 
image  of  being  a  little  flashy.  You  know, 
Cadillacs  and  sports  coats." 

Other  developers  are  anxious  to  grab 
the  headlines  with  announcements  of 
billion-dollar  projects  that  may  never  get 
more  concrete  than  the  ink  on  paper. 
Not  Hines.  When  Forbes  interviewed 
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him  in  his  "public"  office,  elegant  but 
with  no  personal  touch  (his  inner  office, 
where  he  keeps  his  papers  and  possibly  a 
picture  of  his  wife,  is  behind  a  closed 
door),  Hines  talked  about  his  organiza- 
tion as  a  manufacturer  might:  "Our  proj- 
ects are  marketed  within  their  own  profit 
center;  they  re  developed,  managed  and 
financed  all  within  that  group.  That  en- 
ables us  to  have  a  quick  reaction  and 
very  in-depth  specialization  for  our  prod- 
uct types,  and  a  repetitive  type  of 
system." 

Hines  respect  for  a  buck  doesn't  mean 
he's  cheap.  He  uses  the  best  architects 
around,  like  Philip  Johnson  and  I.M. 
Pei,  and  his  buildings  typically  rent  at 
the  high  end  of  the  market.  But  by 
buying  in  bulk  everything  from  huge 
quantities  of  steel  to  door  frames,  his 
organization  can  keep  the  construc- 
tion costs  down  in  order  to  pay  a  little 
more  for  attention-getting  design. 
Low-key  himself,  Hines  understands 
the  value  of  having  his  buildings 
noticed. 

Yet  every  developer  is  driven  by  a 
strong  ego,  by  more  than  just  the 
urge  to  make  big  money.  Jerry  Hines 
is  no  exception — only  his  ego  ex- 
presses itself  in  steel  and  glass  rather 
that  in  newspaper  clippings.  Admit- 
tedly, he  is  a  showman,  but  he  acts 
out  his  ambition  in  an  oddly  cool  and 
concrete  fashion. 

This  master  builder  was  born  in 
Gary,  Ind.,  the  son  of  a  civil  servant, 
and  graduated  from  Purdue  in  1948 
with  a  B.S.  in  engineering.  Hines 
training  has  been  technical,  and  he 
still  pulls  out  a  slide  rule  at  the  sug- 
gestion of  a  number  to  prove  that 
point.  His  first  job  was  as  a  salesman 
with  a  refrigeration  company,  and  his 
first  project  the  renovation  of  an  office 
building  in  Houston  in  1951.  He  then 
built  several  warehouses  and  small 
office  buildings.  With  23  projects  be- 
hind him,  Hines  built  an  office,  ware- 
house and  plant  for  Charles  Duncan  of 
Duncan  Coffee  Co.,  now  owned  by 
Coca-Cola.  Charles  Duncan  is  deputy 
secretary  of  Defense. 

The  association  with  Duncan  moved 
Hines  out  of  the  pedestrian  world  of 
warehouses  and  gave  him  the  backing  to 
do  major  projects.  Former  Governor  Al- 
lan Shivers  became  an  equity  partner  in 
a  large  department  store  in  what  was  to 
become  one  of  Hines'  major  develop- 
ment projects:  the  250-acre  City  Post 
Oak,  which  includes  the  Galleria  Mall. 
Hines  was  still  not  rich  himself,  so  he 
ofiered  equity  partnerships  in  his  build- 
ings to  people  in  tax  brackets  who  would 
benefit  from  them.  The  Hobby  family 
(Oveta  Culp  Hobby  is  the  owner  of  the 
Houston  Post)  and  the  Bob  E.  Smiths 
(owners  of  R.  E.  Smith  Interests,  an  in- 
dependent oil  company)  and  the  Brock- 
steins  (owners  of  a  large  commercial  fix- 


ture manufacturing  company)  all  put  up 
land  they  owned  in  the  City  Post  Oak 
area  in  return  for  partnerships. 

Hines  ability  to  deliver  a  finished 
product  on  time  with  no  cost  overruns 
won  him  favor  at  a  time  when  there  were 
few  developers  around  whom  the  corpo- 
rations trusted.  When  Webb  &  Knapp 
began  to  go  under  in  the  early  Sixties,  it 
left  Alcoa  stuck  with  Century  City  and 
one  big  corporate  headache.  A  few  years 
later  Gulf  Oil  was  trying  to  untangle  the 
mess  it  inherited  from  Robert  Simon  in 
their  joint  venture  in  Reston,  Va.  Hous- 
ton was  booming,  and  Hines  benefited. 


Study  In  Contrast:  Gerald  Hines  keeps  to  a 
low-key  personal  style  so  that  his  buildings  can 
get  all  the  attention. 


Hines  took  in  equity  partners  in  the 
beginning  because  he  himself  had  no 
cash,  but  this  has  evolved  into  a  style  of 
doing  business.  Better  part  of  a  thick 
loaf,  he  reasons,  than  100%  of  a  shoe- 
string. "We  don't  believe  in  overmort- 
gaging  a  property,"  says  Hines,  who 
would  much  sooner  talk  about  the  cool- 
ing systems  of  his  buildings  than  the 
financing  of  them.  "I  guess  that's  one  of 
our  philosophies.  We  believe  in  having  a 
substantial  amount  of  equity  in  every 
project  we  do,  even  if  we  have  to  drop 
our  ownership  down  to  60%  or  50%  in 
order  to  make  it  where  we  feel  safe." 

In  1973  Hines  did  take  what  seemed 
to  be  at  the  time  a  steep  risk.  He  built 
Pennzoil  Place,  a  revolutionary  double- 
trapezoid  structure  which  was  bound  to 
cost  more  than  the  tamer  rectangles  sur- 
rounding it.  And  what's  more,  he  built  it 
with  his  own  money. 

The  market  began  to  soften  and  his 


critics  were  waiting  to  see  Jerry  Hines 
stumble  (this  is  a  business  where  com- 
petitors have  all  the  brotherly  sentiment 
of  vultures).  As  it  turned  out,  Pennzoil 
was  a  Hines'  coup,  both  in  reputation 
and  in  cash.  The  award-winning  design 
put  Hines  and  the  architect  Philip  John- 
son in  the  pages  of  The  New  York  Times. 
One  year  after  it  was  finished,  in  1976, 
Hines  sold  a  reported  80%  interest  to  a 
group  of  investors  represented  by  Ger- 
many's Deutsche  Bank  for  over  $90  mil- 
lion. The  investors,  interested  in  shelter- 
ing their  capital  in  the  U.S.  rather  than 
making  a  killing,  paid  a  high  price,  giv- 
ing Hines  the  cash  to  expand  his  op- 
erations. Last  month,  sale  of  a  piece 
of  both  One  and  Two  Shell  Plaza  to 
another  group  of  investors  represent- 
ed by  the  Deutsche  Bank  gives  Hines 
even  more  liquidity  in  the  face  of 
escalating  interest  rates. 

Hines  equity  partners  of  today  are 
unlikely  to  be  the  wealthy  individuals 
of  yesterday,  but  tend  instead  to  be 
huge  corporations.  First  International 
Plaza  is  a  joint-venture  project  with 
PIC  realty,  a  subsidiary  of  Prudential 
Life  Insurance.  Hines  also  takes  in 
major  tenants,  particularly  banks,  as 
equity  partners.  First  National  Bank 
of  Minneapolis  is  owner  of  the  land 
and  equity  partner  in  Pillsbury  Cen- 
ter, as  is  First  National  of  Chicago  in 
its  building.  Texas  Commerce  owns 
the  land  that  its  tower  will  be  built 
on,  and  Hines  may  look  for  another 
partner  to  help  share  the  cost  on  the 
building.  "The  people  were  now 
dealing  with,  the  banks  and  the  large 
institutions,  have  a  long-range  view," 
says  Waughtal.  "With  them,  we've 
got  good  partners  in  hard  times.  With 
their  equity  investment  and  their  fi- 
nancial strength  they  can  look  at  a  bad 
situation  and  say,  All  right,  we've  got 
staying  power,  we'll  sit  here  and  we'll 
wait  for  our  return.  But  if  you  re  fully 
mortgaged,  with  problems  all  over  the 
country  that  are  similar,  you  just  can't  do 
anything  like  that. 

Jerry  Hines  has  changed  the  way  real 
estate  development  is  done.  He  has 
many  imitators,  including  several  ex-em- 
ployees who  have  gone  out  on  their  own. 
Even  Robert  Elder,  now  working  for 
Cabot,  Cabot  ik  Forbes,  who  left  Hines 
because  he  felt  that  he  didn't  have 
enough  freedom  in  Hines  tightly  con- 
trolled organization,  says,  "In  order  to 
compete,  you  have  to  do  things  the  way 
Jerry  does.  You  have  to  believe  that  the 
product  is  the  thing. " 

At  barely  over  the  half-century  mark 
in  age,  Texan  Jerry  Hines  is  just  hitting 
his  national  stride,  what  with  the  big 
new  projects  in  Chicago,  Minneapolis 
and  Cincinnati.  The  way  things  are  go- 
ing, there  soon  won't  be  a  skyline  in 
America  that  doesn't  have  at  least  one 
monument  to  Jerry  Hines  in  it.  ■ 
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Vigorous  enforcement  of  existin  a 
jobs  for  steelworkers  —  and  for  i 


we 
tra 


Fair  play  in  steel  trade: 
part  of  the  solution  to  the  steel  industry  puzzle 


ade  laws  can  save 

>t  of  other  Americans/ too. 


America's  existing  trade  laws 
were  designed  to  encourage  fair 
trade  between  our  nation  and  oth- 
ers, . .  and  also  to  prevent  damage 
to  any  domestic  industry  caused 
by  unfair  trade  practices. 

One  of  America's  trade  laws 
states  that  it's  illegal  for  a  foreign 
producer  to  sell  his  product  in  the 
U.S.  at  a  price  below  his  full  cost  of 
production. 

That's  called  "dumping." 
And  that's  what  foreign  steel  pro- 
ducers have  been  doing  in  recent 
years.  "Dumping"  their  products 
in  the  U.S.— in  order  to  keep  their 
plants  running,  their  people  em- 
ployed. What  they  do,  in  effect,  is 
export  their  unemployment  to  the 
U.S. 

But  "dumping"  is  not  just  a 
steel  industry  problem.  That  illegal 
practice  affects  many  American  in- 
dustries and  many  hundreds  of 
thousands  of  workers. 

One  answer:  enforce  the 
existing  trade  laws 

Free  trade,  yes.  But  fair.  We 
don't  think  any  American  indus- 
try is  asking  for  too  much  when  it 
demands  fair  play  here  in  our  own 
country.  When  it  asks  our  govern- 
ment for  vigorous  and  effective 
enforcement  of  existing  laws. 

Trigger  pricing 

One  attempt  to  achieve  fair 


play  for  America's  steel  industry 
is  the  trigger  price  mechanism  im- 
plemented by  the  Administration. 

Objectives  of  the  mechanism 
are  (1)  to  monitor  the  prices  of  steel 
imports  into  the  U.S.  and  (2)  to  ini- 
tiate accelerated  anti-dumping  in- 
vestigations of  imports  priced 
below  the  trigger  price  mechanism. 

To  be  effective,  the  mecha- 
nism must  reflect  the  full  cost  of 
the  foreign  producer  for  steel 
landed  in  the  U.S.  If  it  does  not,  it 
will  not  really  eliminate  the  unfair 
trade  practice  of  "dumping." 

Still  needed:  U.S.  tariffs  on 

steel 

Regardless  of  the  ultimate 
impact  of  the  trigger  price  mecha- 


nism, we  believe  that  existing  U.S. 
tariffs  on  steel  should  be  retained. 
These  tariffs  are  an  element  of 
moderation  in  the  international 
arena  for  steel  trade.  They  must 
be  maintained  until  such  time  as 
fair  and  nondiscriminatory  world 
trade  in  steel  has  been  achieved. 

Washington  must  help 

Unfair  trade  practices,  such 
as  "dumping,"  benefit  foreign 
products  and  foreign  workers  at 
the  expense  of  our  own.  If  you  be- 
lieve the  U.S.  government  should 
enforce  U.S.  laws  to  stop  such  un- 
fair practices,  please  write  your 
representatives  in  Washington 
and  tell  them  so. 

Bethlehem  Steel  Corpora- 
tion, Bethlehem,  PA  18016. 


Bethlehem 

In  search  of  solutions 


Fabrique  Nationale's  Vandestrick:  Saved  by  the  F16,  international  politics  and  a  famous  name  from  the  Old  West. 


Windfall 


How  the  world's  largest  gunmaker  became  the  luckiest  jet-engine  maker. 


Shopping  for  a  fine  shotgun?  Gun  deal- 
ers from  Montana  to  Monte  Carlo  say 
that  the  best  money  can  buy  is  a 
FN7Bro\vning.  The  Browning  Co.,  as 
American  as  the  Wild  West,  is  the  prog- 
eny of  19th-eentury  Mormon  gun  de- 
signer John  Moses  Browning.  But 
there's  nothing  American  about  today's 
Browning.  It  is  controlled  by  a  Belgian 
company  and  most  of  its  guns  are  made 
in  Japan. 

Fabrique  Nationale  Herstal  (FN)  of 
Belgium,  at  only  $350-miliion  sales,  is 
the  world's  largest  gunmaker,  other  than 
governments — bigger  than  Bemington 
or  Winchester — and  a  major  supplier  to 
sportsmen,  to  NATO,  to  police  forces 
and.  indirectly,  to  well-heeled  revolu- 
tionaries everywhere. 

Guns  may  sound  like  a  great  business 
in  these  troubled  times.  Not  so.  From 
1971  to  1975  Fabricjue  Nationale  was  in 
the  red  three  years  out  of  five,  with  sales 
barely  keeping  up  with  inflation.  It  was 
the  old  story.  High  European  wages  and 
fringes,  an  abysmal  strike  record  and  a 
Belgian  franc  appreciating  against  the 
dollar  were  making  Belgian  production 
uncompetitive.  Not  only  was  FN  s  gun 
division  unprofitable,  its  jet-engine  divi- 
sion was  running  out  of  work.  In  sporting 
guns  the  Japanese  and  U.S.  manufactur- 


ers were  grabbing  increasing  shares  of 
the  market. 

In  the  end.  politics  came  to  the  res- 
cue. Fabrique  Nationale  was  awarded  a 
piece  of  what  the  Europeans  have  called 
"the  arms  deal  of  the  century'' — air- 
planes, not  guns. 

In  1975  General  Dynamics  and  the 
U.S.  Defense  Department  sold  Holland. 
Norway.  Denmark  and  Belgium  348  F16 
jet  fighters.  The  quid  pro  quo  for  the 
S2.2-billion  sale  was  European  produc- 
tion worth  58%  of  the  contract  s  value,  to 
be  divided  among  25  companies  in  the 
four  countries.  Since  ailing  FN  was  the 
only  jet-engine  maker  in  the  four  coun- 
tries, it  got  S835  million  out  of  Western 
Europe  s  S1.3-billion  share  of  the  work. 
FN  s  job  is  to  manufacture  major  parts 
for  Pratt  6c  Whitney's  F100  engine  and 
to  assemble  and  test  all  of  the  engines  for 
the  European  planes.  FN  will  also  make 
some  of  the  engine  parts  for  at  least  650 
U.S.  Air  Force  F16s  and  for  those 
bought  by  "third"  countries  such  as  Iran 
(160  planes)  and  Israel  (a  probable  75 
planes\  European  engine  assembly  be- 
gins this  month. 

Fabrique  is  a  proud  old  company, 
founded  in  1889  in  Europe  s  traditional 
firearms  center.  Liege  (see  box).  After 
World  War  II.  FN  went  into  jet-engine 


manufacture,  subcontracting  for  Rolls- 
Royce,  General  Electric  and  P6cW.  But 
by  the  mid-Seventies  these  contracts 
were  running  down.  Other  divisions 
were  also  in  trouble.  With  labor  costs 
rising  by  up  to  27%  a  year,  military  guns 
and  FN  hunting  and  sporting  guns — 80% 
of  the  latter  sold  under  the  Browning 
name  in  the  U.S. — were  growing  too 
expensive.  (Prices  now  range  from  $320 
for  a  small  pistol  to  $24,000  for  a  gold- 
trimmed,  hand-engraved  shotgun.) 
Browning  was  forced  to  rum  to  cheaper 
Miroku  firearms  from  Japan,  and  FN's 
U.S.  sales  dropped  nearly  50%  in  eight 
years.  The  company  was  deeply  in  debt 
by  1975.  and  its  stock  had  fallen  over 
55%  in  two  years. 

The  F100  contract,  concedes  Jean  de 
Foment,  head  of  the  engine  division, 
was  "a  godsend. " 

Actually,  not  God  but  the  Belgian  gov- 
ernment helped.  The  Belgians  were  the 
last  of  the  four  to  choose  the  U.S.  plane 
over  its  French  rival,  the  Mirage,  and 
the  clincher  for  the  F16  was  the  more 
generous  contract-sharing  offered  by 
Pratt  6c  Whitney.  Anthony  Morascini, 
who  is  in  charge  of  European  coproduc- 
tion  for  Pratt  6:  Whitney,  explains  what 
happened:  "We  told  our  [U.S.  labor] 
unions  that  it  was  either  85%  of  some- 
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Small  Arms:  FN's  Belgian  plants  turn  out  some  of  the  world's  finest — and  most  expensive — sport  and  hunting  guns. 


thing  or  100%  of  nothing."  Meaning 
Pratt  &  Whitney  lost  some  work  but 
saved  the  Belgian  contract. 

Coincidentally,  later  that  same  year 
the  U.S.  Army  placed  a  $30-million  or- 
der for  10,000  top-quality  FN  machine 
guns  for  armored  vehicles,  with  an  op- 
tion to  buy  10,000  more.  The  Belgian 
guns  cost  one-and-a-half  to  two  times  as 
much  as  their  nearest  U.S. -produced 
equivalents. 

Jet  engines,  too,  are  more  expensive 
to  produce  in  Belgium.  So  the  $6.09- 
million  per-plane  price  that  the  Europe- 
ans are  paying  includes  such  premiums 
over  the  U.S.  Air  Force  price  as  a 
$470,000  development  contribution  and 
an  allowance  for  higher  labor  costs.  Nei- 
ther the  Air  Force  nor  the  U.S.  contrac- 
tors will  accept  extra  costs  that  result 
from  foul-ups  in  Europe,  so  FN  would 


have  to  absorb  any  overruns  in  its  own 
potential  9%-to-12%  profit  margin. 
"There  will  be  no  big  cost  surprises," 
promises  de  Fonvent. 

The  full  impact  of  the  F16  work  will 
not  appear  in  FN's  books  until  next  year, 
but  the  turnaround  is  well  under  way. 
FN  is  still  not  very  profitable  by  U.S. 
standards,  with  earnings  of  not  quite  $7 
million  last  year  on  sales  of  $350  million. 
But  the  F100  is  bringing  changes  to  FN 
that  will  long  outlive  the  engine  contract 
itself. 

Up  to  now  FN  has  been  housed  in 
cramped,  sooty,  red  brick  quarters  in  the 
midst  of  the  industrial  town  of  Herstal; 
some  of  the  buildings  date  back  to  the 
turn  of  the  century.  The  F16  work  has 
both  forced  and  enabled  the  company  to 
modernize.  The  investment  program  for 
1976  through  1981  (including  two  new 


plants  and  new  tooling  plus  two  engine 
test  cells)  comes  to  almost  $215  million, 
compared  with  total  FN  investment  of 
$35  million  for  the  previous  five  years. 
FN's  tall,  lanky,  genial  president,  Mi- 
chel Vandestrick,  hopes  the  new  plants 
will  improve  the  company's  chronically 
poor  labor  record.  A  six-week  shutdown 
last  February  threw  F100  parts  produc- 
tion off  schedule.  P&W  is  filling  the  gaps 
from  its  Connecticut  plant  until  FN 
catches  up. 

Vandestrick  is  looking  beyond  the 
F100  windfall  in  the  hopes  of  making  FN 
competitive  again.  The  company  is  no.w 
working  with  General  Electric  and  Fran- 
ce's S  NEC  MA  to  produce  a  civil  aircraft 
engine  for  the  Eighties,  FN's  first  ven- 
ture into  original  engine  research.  In 
guns,  Vandestrick  has  been  bolder  than 
previously.  Since  1897  FN  and  Brown- 


Big  Engines:  )et  engines  create  jobs,  but  they'll  also  require  a  huge  increase  in  capital  spending. 
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3107  Reduction  Copier 


3400  Sorter  Copier 


No  company 
can  offer  you  a 
small  copier 

they  don't  have. 

If  all  you  need  is  a  simple  small  copier,  a  few  companies 
probably  have  one  that  can  fill  the  bill. 

Naturally,  we  feel  that  none  fills  it  better  than  the  Xerox 
3100  portable  copier. 

But  if  you  need  a  small  copier  that  makes  same  size  copies 
as  large  as  14  x  25,  our  3100  LDC  is  the  one  that  can  do  it. 

If  you  have  to  reduce  large  originals,  our  3107  is  the  only 
small  copier  that  can  bring  them  down  to  a  size  people  can  handle. 

Our  3400  is  the  only  small  copier  that  automatically  sorts 
copies  and  gives  you  completely  finished  sets. 

We  not  only  offer  you  the  widest  variety  of  small  copiers, 
we  also  make  it  possible  for  you  to  rent  them  or  buy  them  with 
financing  directly  from  Xerox. 

If  you  decide  to  buy,  we'll  offer  you  extras  like  constant 
updating  of  equipment,  a  service  contract  and  much,  much  more. 

So  instead  of  placing  other  companies  in  the  embarrassing 
position  of  having  to  explain  what  they  don't  have,  call  us. 

We'll  be  happy  to  show  you. 

XEROX 


Xerox®,  MOO®.  3100  LI  X  ,  3107.  and  M00  arc  trade-marks  of  XEROX  CORPORATION. 


ing  have  had  a  pact:  Browning  has  had 
sole  U.S.  distribution  rights  for  FN  guns 
and  FN  has  had  sole  European  rights  to 
Browning  inventions.  Last  August  FN 
bought  71%  control  of  Browning,  in  part 
from  the  Browning  family,  for  $20  mil- 
lion. Like  other  European  companies, 


says  Vandestriek,  "we  will  become  much 
more  price  competitive  by  manufactur- 
ing in  the  U.S."  Meanwhile,  he  is  put- 
ting more  emphasis  on  hunting  guns  and 
sporting  goods  (including  a  new  line  of 
golf  clubs)  and  on  selling  the  company's 
technology,  such  as  waste  conversion 


knowhow.  He  would  like  to  reduce  the 
dependence  on  arms. 

A  political  deal  saved  Fabrique  Na- 
tionale  and  the  jobs  of  its  10,000  work- 
ers. But  Vandestriek  knows  full  well 
that,  in  the  long  run,  the  company  must 
become  competitive  again,  or  die.  ■ 


Brussels:  Mayhem  For  Sale 


Bold  Solution:  Charles  The 
Bold  tried  to  kill  the  arms 
business  by  killing  Belgians. 


Belgium  is  the  supermarket  of  the  weap- 
ons business.  "Somehow  the  Belgians 
are  all  tied  up  with  the  arms  trade,"  says 
Samuel  Cummings,  a  Monte  Carlo- 
based  American  whose  company,  Inter- 
arms,  is  the  largest  (with  under  $100- 
million  sales)  private  arms  trader  in  the 
world.  "Shake  any  tree  in  Brussels  and 
out  will  fall  somebody  offering  you  an 
arms  deal." 

Belgian  weapons  manufacture,  cen- 
tered in  French-speaking  Liege  in  the 
east,  dates  back  to  medieval  times.  Liege 
was  already  an  important  arms  producer 
by  the  15th  century  when  Duke  Charles 
the  Bold  of  Burgundy  conquered  the 
region.  Like  any  smart  conqueror,  he 
forbade  the  Liegeois  to  make  weapons. 
When  they  defied  him,  he  razed  the  city 
and  massacred  its  inhabitants — though 
not  its  arms- making  tradition.  Four  cen- 
turies later  Fabrique  Nationale  d'Armes 
de  Guerre  (now  FN  Herstal),  the  world's 
largest  small-arms  maker,  was  founded 

there.  Automatic  rifles,  machine  guns,   

high-power  handguns  and  ammunition 

make  up  almost  70%  of  FN's  sales — about  $245  million. 

Also  headquartered  in  Belgium  is  PBB  (for  United 
Belgian  Powder  Co.),  a  leading  ammunition  producer 
with  total  sales  of  about  $500  million  and  defense-related 
sales  of  $200  million.  PBB  makes  mines,  grenades  and 
ammunition  for  heavy  artillery — howitzers,  mortars,  tank 
guns.  This  cautious  private  company  has  a  public  relations 
officer  who  works  overtime  to  keep  PBB  out  of  the  lime- 
light; the  war  business  is  not  popular  in 
Belgium  and  management  does  not  want 
to  draw  public  fire. 

FN  and  PBB — both  controlled  by  the 
huge  holding  company  Societe  Ge'nerale 
de  Belgique — are  staid,  respectable 
firms  that  sell  only  to  governments.  But 
alongside  these  "giants"  are  perhaps  a 
dozen  small  Belgian  arms-trading  com- 
panies of  diverse  reputation,  plus  count- 
less individuals  who  peddle  their  wares 
in  selected  Brussels  bars  and  cafe's,  sell- 
ing mainly  government  surplus  from  yes- 
terday's wars. 

Nowadays  most  of  the  small-arms 
business  is  in  developing  countries.  Ful- 
ly 72%  of  FN's  total  sales — and  virtually 
all  of  the  trading  companies'  sales — are 
to  the  Third  World.  Belgian  dealers 
might  eye  the  U.S.  "Saturday  night  spe- 
cial" market  with  envy,  but  U.S.  gun 
control  laws — aimed  more  at  protecting 
domestic  manufacturers  than  stopping 
gun  sales — keep  them  out. 

Belgium  tightened  up  its  arms  export 


Krupp's  Alfred  Krupp:  Business 
was  easier  in  his  day,  lament 
today's  weapons  merchants. 


laws  in  the  late  1960s  after  the  much- 
publicized  crash  of  a  Sabena  jet  headed 
for  Nigeria — where  a  civil  war  raged — 
with  a  cargo  of  rifles.  Like  other  NATO 
countries,  Belgium  insists  that  for  each 
arms  sale  the  dealer  must  obtain  an  "end 
use"  certificate  signed  by  the  foreign 
minister  of  the  purchasing  country  and 
personally  approved  by  the  Belgian  for- 
eign minister.  This  certifies  that  the  re- 
ceiving government  is  not  at  war  or  pre- 
paring for  war  and  that  the  equipment  is 
for  the  buyer's  own  armed  forces  only. 
Certain  countries — currently  including 
South  Africa,  Ethiopia,  Somalia,  Uganda 
and  Chile — are  off  limits  altogether. 

But  guns  somehow  always  turn  up 
where  they  are  needed,  either  from  the 
Eastern  bloc,  through  arsenal  thefts  and 
smuggling,  or  through  intermediary  gov- 
ernments. Belgian  arms  dealers  go  to 
great  pains  to  explain  existing  safeguards 
but,  like  Swiss  bankers  holding  orga- 
nized crime's  money,  they  claim  they 

  aren't  responsible  for  the  goods  once 

they  reach  the  buyer.  And  the  govern- 
ment can't  keep  track  of  every  shipment  it  approves. 

Thus  it  is  not  surprising  that  FN  rifles  ended  up  in  North 
Korea  during  the  Korean  War,  in  Cuba  during  Castro's 
revolution,  on  both  sides  during  the  Congo  civil  war  and  on 
the  Christian  side  in  the  Lebanese  civil  war. 

Arms  salesmen  admit  that  some  of  their  number  deserve 
the  unsavory  reputations  they  have  acquired.  A  few  Bel- 
gian dealers  ply  the  Third  World  arms  markets  while 
trading  in  whatever  manufactured  goods 
and  commodities  they  can  lay  their  hands 
on  cheaply  and  get  rid  of  easily.  From 
one,  a  family  company  called  Commerce 
International,  you  can  buy  a  tank  brigade, 
a  Boeing  707,  a  Caterpillar  tractor,  a 
hospital  power  plant  or  a  dozen  eggs — or 
so  says  the  glossy  Commerce  brochure. 

Nevertheless,  Brussels  arms  trader 
Guy  Cammermans  protests  that  arms 
dealers  are  misunderstood.  "You  may 
think  me  a  hypocrite,  but  I  am  the  first 
one  who  is  sorry  that  countries  which 
cannot  afford  food,  schools  or  hospitals 
can  always  afford  weapons.  I  am  a  family 
man.  I  don't  suppose  I  am  a  monster." 

A  century  ago  the  great  European 
arms  salesmen — Alfred  Krupp,  Alfred 
Nobel,  Basil  Zaharoff — could  go  about 
their  business  much  as  they  pleased.  But 
no  more,  the  dealers  lament.  "There  is 
supposed  to  be  easy  money  in  this  busi- 
ness," complains  Cammermans,  "but  we 
have  yet  to  find  it.  These  days  only  gov- 
ernments can  afford  to  break  the  law." 
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"I  have  a  motto: 
emphasize  exercise* 

When  I  do, 
I  think  better  and  I  sing  better* 
^[When  I  don't,  I  drag-" 

Roberta  Peters 

♦  / 


(She's  been,  for  27  years,  one  of  the 
premiere  voices  in  American  opera. 
Her  yearly  schedule  of  performances 
is  dizzying:  three  months  with  the 
Metropolitan  Opera,  plus  appearances 
with  other  companies,  plus  forty 
personal  concerts,  plus  television  and 
recordings.) 

You  mean  playing  golf  helps 
your  operatic  performance? 

A.  Indeed  it  does.  I'll  finish 
a  performance  and  still  feel  so  up, 
I'll  wish  we  could  do  it  all  again. 
That's  if  I've  been  exercising.  If 
I  haverit,  I  get  down  on  myself, 
depressed,  singing  is  a  chore. 


How  do  you  exercise 
I  play  golf,  I  play  tennis,  and 


swim. 


How  do  you  accomplish  it  on 
the  road  to  those  40  concerts? 

Tennis  is  easy  I  just  carry  a 
racket  around  at  the  hotels.  There's 
always  somebody  who  wants  to 
play  If  not,  I  take  a  long  walk. 
If  it's  raining,  I  have  my  jump  rope. 

{^•You  jump  rope  in  the  hotel? 

A  •  Sure.  That's  how  important 
exercise  is  to  me.  It  affects 


everything  about  me  —  my 
personality  my  attitude,  and 
definitely  my  singing. 

Do  you  ever  get  lazy? 

A..  I  sure  do.  Doritget  me 
wrong.  I  could  very  easily  have 
become  a  big  fat  soprano.  But 
I'd  have  been  out  of  business  ten 
years  ago. 

How's  your  golf  game9 

A.  Never  over  a  hundred,  I 
always  stop  counting  at  a  hundred, 
no  matter  what  hole  I'm  on. 


This  is  one  in  a  series  of  messages  brought  to  you  byAMF.  We  makeVoit  Balls  and  Sporting 
Goods;  Head  Skis.  Tennis  Rackets,  and  Sports  Wear;  SkamperTrailers:  Roadmaster  Bicycles 
and  Mopeds;  AMF  Bowling  Products;  Slickcraft  Boats;  Alcort  Sunfish  Sailboats;  Hatteras 
Yachts; Crestliner  Boats;  Ben  Hogan  Golf  Equipment;  Harley- Davidson  Motorcycles  and 
Golf  Gars;  Whitely  Physical  Fitness  Products;  American  Athletic  Equipment. 


AM 

We  make  weekends 


WESTCHESTER 


A  RICH  HERITA  GE  and  A  GOLDEN  FUTURE 


Lifestyle 


We  call  ourselves  "The  Golden 
Apple'.'  The  phrase  conjures  up  images 
of  Greek  mythology  and  Tiffany  jewelry. 
But  it  also  captures  the  essence  of 
Westchester  County  and  two  of  the 
most  important  attributes  we  offer  you, 
the  businessman:  our  location  and  our 
success. 

We're  just  north  of  "The  Big  Apple" 
—  New  York  City  —  thus  giving  us  great 
access  to  the  hub  of  national  and  inter- 
national commerce,  culture,  communi- 
cations and  industry. 

We  also  have  the  headquarters  of 
some  of  the  nation's  largest  corpora- 
tions, some  of  the  best  residential  areas 
in  the  country,  a  financially  strong  and 
progressive  government  that  does  its 
utmost  to  attract  and  aid  business,  and  a 
natural  beauty  that  contributes  to  a 
great  lifestyle. 

Westchester  is  urban  areas,  sophisti- 
cated shopping,  thousands  of  acres  pre- 
served for  parkland,  trails  for  horseback 
riding,  great  golf  courses,  sprawling 
estates  and  fine  educational  facilities 
from  the  grammar  school  level  through 
a  law  school  and  a  medical  school. 

Within  Westchester's  450  square  miles 
are  880,000  persons  of  diverse  back- 
grounds, interests  and  professions.  We 
have  a  highly  skilled  force  of  trained 
workers  and  professionals  who  make 
business  move.  They  are  demanding 
people,  demanding  the  most  of  them- 
selves, their  government  and  those  that 
provide  them  with  services.  This  means 
excellence  and  great  diversity. 

There's  a  wide  range  of  housing  in- 
cluding apartments,  condominiums, 
comfortable  homes  and  large  estates 
from  the  urban  centers  near  New  York 
City  to  the  scenic  hills  and  winding 
roads  of  the  northern  county. 

Through  planning  and  foresight,  we 
have  avoided  the  uncontrolled  con- 
struction of  unsightly  developments  that 
overburden  public  services  and  the 
school  systems.  In  fact,  Westchester 
offers  a  broader  range  of  quality  living 
environments  in  terms  of  cost,  densify 
and  physical  surroundings  than  any 
other  area  in  the  tri-state  region. 

There's  a  wide  choice  of  activities 
from  sailing,  to  tennis,  golf,  cross- 
country skiing,  nature  programs  in 
county  parks,  and  beaches  on  Long 
Island  Sound. 

The  arts  and  culture  play  an  ever 


increasing  role  in  the  lifestyle  of  West- 
chester County.  We  have  Summer 
concert  programs  on  the  lawn  at  Lynd- 
hurst,  the  former  mansion  of  Jay  Gould, 
and  a  world-renowned  music  festival  at 
Caramoor  in  Katonah.  There  are  inno- 
vative theater  programs,  specialized 
museums  and  a  planetarium  at  the 
Hudson  River  Museum  in  Yonkers. 

County  government  encourages  the 
arts  through  funding  and  an  extensive 
program  of  workshops  and  exhibits. 
Business,  too,  in  Westchester  also  ac- 
knowledges the  important  role  of  the 
arts  in  our  society  and  encourages  them 
through  grants,  exhibits  and  featuring 
works  as  part  of  the  architectural  set- 
ting of  buildings. 

Westchester  County  government  is 
responsive  to  the  people.  We  have  one 
of  the  finest  programs  for  senior  citizens 
in  the  nation,  a  Youth  Bureau  and  an 


Office  for  the  Handicapped.  These 
agencies  delve  into  the  problems  of 
these  groups  and  plan  programs  that  fit 
the  needs  of  all  people,  whether  young 
or  old,  healthy  or  handicapped,  rich 
or  poor. 

While  the  county  government  watches 
out  for  the  overall  interests  in  West- 
chester County,  44  local  jurisdictions 
also  are  working  individually  and  col- 
lectively to  provide  the  Westchester 
resident  and  corporation  with  the  best 
lifestyle  possible. 

Their  planning  along  with  that  of  the 
county  government  has  permitted  West- 
chester the  rapid  growth  and  develop- 
ment it  has  experienced  over  the  past 
several  decades.  It  is  a  leader  among 
counties. 

Westchester  long  has  had  a  reputation 
for  excellence.  It  has  the  people,  govern- 
ment and  dedication  to  continue  this. 
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THROUGH  THE  LOOKING  GLASS. 


IP 


Vn  electronic 
wonderland... 

vhere  survival 
s  measured  in 
nilliseconds. 


'A  Loral  Corporation 

I  600  THIRD  AVENUE  NEW  YORK  NEW  YORK  10016 


Only  a  computer  can  cope  The 
defense  of  a  15  million  dollar  aircraft 
and  a  priceless  crew  in  a  hostile  en- 
vironment of  radar  directed  threats  is 
the  challenge  to  electronic  counter- 
measure  systems. 

ECM  is  our  business  at  Loral. 
And  no  one  does  it  better.  We're 
a  company  involved  in  the  most 
advanced  aspects  of  ECM,  in  com- 
munications, and  in  aerospace  tech- 
nology. In  many  areas  we're  working 


well  beyond  the  state  of  the  art.  But 
these  markets,  if  you're  not  ahead, 
you're  not  in  the  market.  Tomorrow 
means  another  test,  another  chal- 
lenge. And  it's  not  done  with  mirror 


Loral  Corporatio 


WESTCHESTER 


[Government 


No  matter  how  good  the  transporta- 
tion, how  varied  the  cultural  and  recrea- 
tional life,  how  excellent  the  shopping, 
there  is  one  aspect  of  any  area  that  is 
the  key  to  the  success  of  all  the  others: 
the  government.  We  in  Westchester  are 
proud  of  ours.  We're  proud  of  the  men 
and  women  who  are  our  elected  offi- 
cials, we're  proud  of  the  excellent 
institutions  we  have  set  up,  and  most 
of  all,  we're  proud  of  our  economic 
strength  and  management. 

We  say  we  are  good,  but  so  does 
Moody's  Investor  Services  which  gives 
the  county  a  Triple-A  credit  rating.  This 
means  we  can  more  easily  sell  bonds, 
and  at  lower  interest  rates,  but  it  means 
much  more. 

It  says  we  are  stable;  we  have  a  sound 
tax  base;  we  have  a  bright  future;  the 
county  government  always  has  a  bal- 
anced budget,  and  we  want  industry.  It 
means  that  you,  the  businessman,  and 
us,  the  county  officials,  have  a  lot  in 
common  when  we  sit  down  to  talk  —  it 
says  we're  both  successful  and  with  suc- 
cess comes  confidence,  breeding  greater 
success. 

That  we  have  maintained  this  high 
quality  position  while  the  northeast 
region  and  the  New  York  metropolitan 
area  have  struggled  through  the  turbu- 
lence of  financial  problems  shows  just 
how  unique  we  are. 

While  we  have  seen  the  period  of 
fantastic  economic  growth  in  the  county 
since  the  mid-50's  taper  off  somewhat, 
we  are  certain  growth  will  continue.  In 
fact,  businesses  predict  an  annual 
growth  of  10  per  cent  in  the  next  several 
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years.  But,  we  aren't  just  sitting  back, 
we're  always  looking  for  ways  to  bring 
in  new  business,  and  under  the  direction 
of  County  Executive  Alfred  B.  DelBello, 
we  are  actively  pursuing  this. 

Several  years  ago,  we  opened  up  an 
Office  of  Economic  Development  to  go 
out  and  seek  new  industry,  to  set  up 
programs  for  those  interested  and  to 
make  a  move  to  Westchester  as  easy 
as  possible. 

But  this  aggressive  unit  couldn't  do  it 
alone,  so  we  gave  them  additional  tools, 
like  the  Industrial  Development  Agency 
(IDA). 

The  IDA  issues  tax-exempt  industrial 
revenue  bonds  to  finance  industrial  and 
commercial  development  and  ex- 
pansion. The  structures  are  owned  by 
the  IDA  and  leased  to  the  firm.  The 
firm's  lease  payments  are  used  to  retire 
the  bonds  at  which  point  the  buildings 
become  the  property  of  the  firm. 
Though  the  IDA  is  the  owner  of  record 
while  the  debt  service  is  being  paid,  for 
tax  purposes  the  buildings  are  treated 
as  if  owned  by  the  firm.  The  primary  ad- 
vantage: lower  and  more  easily  obtain- 
able financing  through  the  tax-exempt 
status  and  the  county's  Triple-A  credit 
rating. 

We've  also  established  an  abatement 
program  on  the  county  property  tax  for 
new  construction  and  expansion  begin- 
ning with  50  per  cent  the  first  year  and 
declining  by  five  per  cent  annually  over 
the  next  ten. 

For  additional  information  on  West- 
chester County  and  all  it  offers  to 
business  call  or  write  County  Executive 
Alfred  B.  DelBello,  County  Office  Build- 
ing, White  Plains,  N.Y.  10601;  tele- 
phone 914-682-2222. 


You 
can  still 

take 
advantage 

theCiti... 

even 
when  you 
move 
to  the 
County. 


Whatever  your  banking 
requirements,  Citibank 
has  an  expert  to  meet 
them,  right  here  in 
Westchester  County. 

From  international 
transactions  to  corporate 
and  personal  loans, 
mortgages  and  24-hour 
banking,  Citibank  serves 
you  and  your  employees. 

Citibank  invities  you  to 
take  advantage  of  the 
Citi,  where  specialists 
meet  all  of  your  banking 
needs. 


CITIBANK® 
the  cm 

NEVER  SLEEPS. 

Citibank,  N.A.  Member  F.D.I.C. 
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Industry  and 
Commerce 

What  do  IBM,  AMF  and  Texaco  have 
in  common? 

All  three  have  their  corporate  head- 
quarters in  Westchester  County. 

They  are  three  of  the  seven  firms  in 
Fortune's  500  that  are  headquartered 
here,  and  among  the  500  firms  in  the 
county  employing  more  than  50  persons. 

They  came  for  a  variety  of  reasons 
and  found  a  400.000-person  workforce 
of  highly  skilled,  technical,  professional, 
secretarial  and  clerical  help  far  above 
the  national  average. 

While  the  county's  residents  are  sub- 
stantially more  affluent  than  the  average 
American,  the  wages  in  many  job  classi- 
fications, particularly  blue-collar,  are 
comparable  to  other  employers  in  the 
New  York  area,  and  competitive  with 
most  markets  in  the  nation. 

Business  explosion  is  the  way  to 
describe  Westchester's  rapid  growth  in 
the  past  two  decades.  Since  Nestles 
moved  to  Westchester  County  in  the 
mid- 1950s,  many  others  have  followed. 
In  fact,  we're  beginning  a  second  genera- 
tion of  growth.  The  Nestle  company 
found  its  quarters  too  small,  so  with  the 
help  of  the  county,  local  governments 
and  the  state,  the  company  found  a  new 
location  for  expansion. 

This  development  is  seen  not  only  in 
the  corporate  headquarters  lining  "The 
Platinum  Mile"  along  Route  287,  but 
also  in  the  corporate  parks  and  office 
buildings  sprouting  up  throughout 
Westchester. 

This  tremendous  growth  in  business 
and  commerce  has  brought  the  support 
services  to  Westchester  County.  Large 
New  York  City- based  accounting  and 
law  firms  are  establishing  offices  here. 
It's  where  the  business  is.  And  the  busi- 
ness is  here  because  we  do  our  best  to 
take  care  of  it. 

While  property  taxes  vary  by  locality, 
there  are  no  property  taxes  on  machin- 
ery, inventory,  motor  vehicles  or  other 
business  assets  and  there  is  no  tax 
on  personal  property.  Other  taxes  we 
get  along  without  are  commercial 
occupancy  levies,  use  taxes  on  manu- 
facturing equipment,  municipal  income 
taxes,  financial  general  corporation  and 
unincorporated  business  taxes. 

Finding  a  new  home  that  is  ideally- 
suited  for  both  your  business  and  your 


family  requires  a  lot  of  thought.  The 
more  you  think  about  Westchester,  the 
more  you'll  think  of  it. 

Westchester's  retail  market  combines 
the  best  for  both  the  shopper  and  the 
retailer.  It's  like  letting  a  little  prince 
loose  for  an  hour  in  Santa's  Workshop. 
He  can  buy  whatever  toys  he  wants  and 
has  the  best  choice  anywhere. 

Westchester  ranks  fourth  in  the  nation 
in  per  capita  income  based  on  the  1970 
census  and  thirteenth  of  the  nation's 
more  than  3,000  counties  in  median 
family  income. 

Bloomingdale's,  Saks  Fifth  Avenue 
and  Bergdorf-Goodman.  are  some  of  the 
high  quality  stores  located  in  West- 
chester. In  addition,  small,  fine  speciality 
shops  dot  the  landscape  in  the  small 
towns,  the  urban  centers  and  the  shop- 
ping malls. 

Whether  it's  the  latest  fashions  from 
Paris.  Rome  or  New  York;  the  most  up- 
to-date  tennis  equipment;  sports  cars; 
camping  equipment,  or  that  special 
something  that  makes  the  right  gift, 
Westchester  has  it  in  an  expanding 
commerical  market. 

From  1963  to  1977,  retail  sales  jumped 
from  S1.45  billion  annually  to  more  than 
S3. 5  billion  —  an  increase  of  more  than 
100  per  cent. 

Retail  space  has  increased  in  that  time 
from  25  million  square  feet  to  more  than 
30  million,  with  additional  stores  and 
space  in  construction  or  ready  to  begin. 

Personal  income  is  an  important 
factor  in  determining  the  lifestyle  and 
also  the  market  of  any  area,  so  let's  look 
more  closely  at  the  average  West- 
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chesterite.  In  1973.  per  capita  income 
was  estimated  at  $7,733  —  more  than 
S2.500  above  the  national  average. 
Current  estimates  indicate  the  median 
family  income  is  approximately  S20.000, 
well  above  the  national  average. 

Sure,  these  statistics  are  impressive, 
but  if  the  expansion  continues  at  present 
levels  they  will  become  even  more  so. 
Besides  the  stores  mentioned.  Bonwit 
Teller.  Alexander's.  Caldor's,  John 
Wanamaker.  Gimbels,  Macy's,  Lord  & 
Taylor.  B.  Altman  and  Sears  Roebuck 
are  located  in  Westchester.  J.C.  Penney 
and  Abraham  &  Strauss  soon  will  begin 
construction. 
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IBM  Reports 


Advertisement 


Information:  a  resource 
that's  helping  us  manage  our 
other  resources  better. 

World  population  is  increasing  at  more  than  200,000  every  day.  Where  will 
the  additional  food  come  from?  What  of  the  other  resources  needed  to  sustain  eco- 
nomic growth  and  provide  a  better  life  for  the  individual  on  this  shrinking  planet  ? 

The  supply  of  many  of  our  resources  is  finite,  and  our  rate  of  use,  alarming. 
For  example,  consumption  of  mineral  resources  has  been  soaring  throughout  the 
world.This  country  alone  has  consumed  more  minerals  and  mineral  fuels  in  the  last 
30  years  than  all  of  mankind  used  in  all  previous  history. 

Conserving  our  present  supplies 

Finding  new  deposits  of  these  finite  resources— and,  where  possible,  de- 
veloping alternate  sources— must  obviously  go  hand  in  hand  with  more  careful 
management  of  what  we  consume.  Supplies  of  replenishable  resources — food,  fibers, 
timber— can  fortunately  be  expanded  by  human  effort,  but  the  required  scale  of  in- 
crease poses  an  awesome  challenge. 

Most  critical  of  all,  the  sustaining  resources  of  life  itself — air,  water  and 
land — must  be  protected  from  mounting  dangers  in  our  ever  more  crowded  world. 

In  the  struggle  to  manage  our  resources  more  effectively,  information  is 
proving  to  be  an  immensely  valuable  ally.  Thanks  to  rapidly  advancing  information 
technology,  it  has  become  a  vital  resource  in  its  own  right. 

Information  is  the  essence  of  IBM's  business:  providing  products  to  record 
it,  process  it,  communicate  it,  store  it,  and  retrieve  it. 

Using  technology  to  find  new  sources 

Computers  are  being  used  in  the  effort  to  locate  new  sources  of  oil,  gas  and 
minerals. They  are  being  used  to  explore  ways  to  apply  solar  and  geothermal  energy, 
to  maximize  hydroelectric  power  output  and  to  reduce  energy  consumption  in  build- 
ings without  sacrificing  comfort  or  safety. 

Computers  are  processing  information  about  soil  chemistry,  climate,  pest 
resistance  and  plant  genetics — helping  in  the  campaign  to  produce  more  abundant 
food  crops. They  are  aiding  in  smog  control,  investigating  ozone  depletion,  contribut- 
ing to  improved  water  purification.  There  are  many  other  examples.  All,  like  these, 
have  been  made  possible  by  innovation  in  information  technology. 

Clearly,  better  management  through  modern  information  technology  is 
only  part  of  the  solution  to  our  resource  problems.  But  it  is  an  important  part. 

IBM  will  continue  to  advance  technology  in  many  areas  to  develop  better 
ways  to  help  people  use  the  vital  and  productive  resource  called  information. 
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Transportation 

By  land,  sea  or  air,  Westchester 
County  provides  quick  access  to  New 
York  City,  the  nation  and  ports  of  the 
world. 

Of  all  the  suburban  counties  in  the 
region,  Westchester  has  the  best  access 
to  New  York  City  with  three  commuter 
rail  lines,  and  650  miles  of  parkways 
and  interstate  highways. 

About  three-quarters  of  Westchester 
residents  are  40  minutes  by  commuter 
train  from  Grand  Central  Station.  The 
same  group  can  drive  to  New  York  City 
in  approximately  the  same  time  during 
non-rush  hours. 

For  the  company  that  needs  frequent 
access  to  the  Manhattan  business  dis- 
trict, but  does  not  have  to  be  there 
physically.  Westchester  is  the  ideal 
location. 

The  Westchester  County  Airport  is 
the  third  busiest  in  New  York  State  with 


more  than  700  flights  a  day  and  housing 
a  fleet  of  corporate  and  private  jets. 
We  are  now.  installing  a  second  Instru- 
ment Landing  System  (ILS),  and  are 
developing  a  plan  to  further  improve 
airport  operations. 

The  bus-riding  public  benefits  from  a 
unique  arrangement  between  the  county 
and  17  private  bus  companies  that  pro- 
vides more  than  508  route  miles  carrying 
about  20  million  passengers  annually. 
Westchester  County  and  the  companies 
are  continuously  working  on  means  of 
expanding  and  improving  bus  service. 

For  industry,  in  addition  to  the  three 
commuter  rail  lines,  a  fourth  is  used 
exclusively  for  freight  traffic.  The 
Hudson  River  provides  deepwater  port 
potential  and  the  four  interstate  high- 
ways provide  excellent  and  quick  truck 
carrier  facilities. 

In  addition,  waterfront  locations 
along  the  Hudson  River  are  available  for 
future  development. 


YONKERS  IS  ALIVE  AND  WELL 
AND  LIVING  IN  WESTCHESTER. 


Yonkers  is  a  sleepy  old  city  somewhere  be- 
tween New  York  City  and  Buffalo.  Right?Very 
wrong!  Yonkers  is  a  busy,  vigorous  city  with 
a  growing  business  community  and  exciting 
plans  for  the  future.  Indeed,  Yonkers  is 
alive  and  well  and  living  in  Westchester. 

Yonkers  is,  in  fact,  Westchester's  largest 
city  and  the  fourth  largest  city  in  New  York 
State  with  over  200,000  population.  Yonkers 
has  3  major  railroad  lines  for  commuter  ser- 
vice, long  distance  travel  and  freight  service, 
4  major  North/South  highways;  a  major  East/ 
West  highway,  a  natural  port  facility  and 
ready  access  to  all  4  metropolitan  airports. 

Yonkers  is  a  central  and  most  accessible 
location,  the  gateway  to  New  York  City  (26 
minutes  to  Midtown)  and  the  nation. 

Yonkers  also  has  a  massive  labor  force 
available  The  labor  market,  because  of 


Southern  Westchester  Executive  Park 
now  under  development. 

Yonkers'  central  location  and  easy  access, 
extends  beyond  the  city's  borders.  Whatever 
the  position,  however  unique  or  unusual,  you'll 
find  just  the  right  employee  to  work  for  you  in 
Yonkers  And  your  employees  will  find  living 
in  Yonkers  a  rich  and  rewarding  experience. 


In  addition,  Yonkers  is  one  of  the  safest  > 
to  live  in  of  all  major  U.S.  cities. 

Yonkers  has  made  a  long  term  col 
ment  to  industry  and  commerce.  As  a  rl 
taxes  in  Yonkers  are  among  the  lowel 
Westchester  County.  Municipal  departrrl 
are  ready,  willing  and  able  to  provide! 
planning,  site  location  advice  and  statif 
data  to  any  business  interested  in  locatl 
Yonkers.  We  also  maintain  a  catalog  ol| 
able  office,  retail  and  industrial  space 
land.  Where  else  but  in  Yonkers  can  youl 
the  proximity,  the  accessability,  the  cul 
activity,  the  Hudson,  the  people?  Yonker| 
all  here  for  you. 

For  more  information  about  Yonkertl 
tact  the  Department  of  Development 
City  Hall.  City  of  Yonkers,  New  York,  1(| 
or -call  (914)  423-7300. 


DICTAPHONE. 
THE  POKE  OF 
WORD  PROCESSING. 


No  one  has  yet  improved  on  the  human  voice  as  a  means  of  communication. 

For  years  Dictaphone  has  led  the  way  in  developing  systems  for  gathering  and 
storing  the  human  voice  in  the  most  efficient  way  possible. 

In  a  sense,  it's  what  we've  been  doing  since  we  invented  the  wax  cylinder  dictating 
machine  over  50  years  ago. 

That's  why  today  we're  the  voice  of  word  processing. 

Dictaphone's  electronic  recording  techniques  are  so  advanced  we  now  bring  you 
the  world's  smallest  full-featured  standard  cassette  portable — the  Travel  Master. 

We've  developed  the  world's  most  advanced  desktop  dictating  system,  too — the 
Thought  Master.  It  comes  in  six  beautiful  colors  and  has  a  combination  of  features  no  other 
desktop  unit  can  offer. 

In  central  systems,  Dictaphone  has  the  new  Thought  Center  System  293,  the  most 
versatile  multiple  cassette  recorder  ever  made. 

And  for  automated  dictation,  Dictaphone  offers  Thought  Tank  systems — from  the 
endless  loop  System  193  centralized  Word  Processing  Centers  to  our  most  recent 
introduction,  the  Thought  Tank  System  192  for  small  work  groups. 

These  systems — and  more — have  made  Dictaphone  the  voice  of  word  processing. 

Because  when  it  comes  to  handling,  storing  and  retrieving  the  human  voice,  nobody 
knows  more  about  it  than  Dictaphone.  /^  a 

>  Dictaphone 


Talk  yourself  into 
the  most  advanced 
dictating  system 
in  the  world. 


Today  we  self  our  products  and  systems 
world-wide,  but  our  roots  are 
here  in  Westchester  County,  N.Y. 

For  more  information  on  Dictaphone 
Voice  Processing  fill  in  this  coupon 
or  call  toll-free: 

800-431-1708 

(in  New  York  call  914-967-2249). 


.Title 


Name  

Company. 

Address  

City  


Phone. 


State 


Zip- 


Mail  to:  Dictaphone  Corporation 
of  612  120  Old  Post  Rd. 

Rye,  New  York  10580 


Dictaphone,  Travel  Master,  Thought  Master,  Thought  Center  and  Thought  Tank  are  trademarks  of  Dictaphone  Corporation,  Rye,  New  York. 


A  Safe  Place. 

The  Frank  B.  Hall  of  Fame. 

Briarcliff  Manor,  New  York.  World  Headquarters  of  the  most 
inventive  international  corporate  insurance  broker.  Over  190, 000 
illustrious  clients  find  security  worth  celebrating  in  the  Frank  B. 
Hall  of  Fame.  It's  a  safe  place  to  be.  Perhaps  one  of  our  66  local 
offices  can  guard  your  valuable  assets  as  well. 


We  make  you  safe.  You  make  us  famous. 


The  Numbers  Game 


Lower  The  Red  Flag? 

Some  accountants  want  to  do  away  with 
"qualified  opinions"  but  others  regard 
them  as  the  investor's  best  friend. 


By  LAWRENCE  M1NARD 

"What's  new  in  the  accounting  busi- 
ness?" we  asked  a  CP. A.  friend.  "Well, 
I  guess  you  know  there's  a  move  under- 
foot to  eliminate  qualified  opinions." 

No,  we  didn't  know  but  we  decided  to 
find  out,  posthaste.  Qualified  opinions, 
after  all,  are  one  of  the  investor's  best 
friends.  They  are  a  warning  from  the 
accountants  that  a  major  uncertainty 
overhangs  the  company's  future — that 
the  future  may  be  very  unkind  (or,  in 
some  cases,  kind)  to  the  company.  "This 
financial  statement,"  warns  a  qualified 
opinion,  "may  be  injurious  to  your  finan- 
cial health.  Read  it  carefully! 

Look,  for  example,  at  General  Dy- 
namics Corp.'s  1977  annual  report.  GD's 
costs  on  building  government  subma- 
rines are  running  far  ahead  of  revenues; 
the  company  could  lose  up  to  $840  mil- 
lion. So  unpredictable  is  the  ultimate 
outcome  of  this  mess  that  Arthur  Ander- 
sen &  Co.  qualified  its  opinion.  Sure, 
you  could  find  the  potential  disaster  fully 
disclosed  in  the  financial  statements,  if 
you  waded  through  footnotes.  Obviously 
investors  should  so  wade  through  the 
notes.  But — and  Forbes  hates  to  bring 
this  up — how  many  investors  really  do? 
Especially  if  the  first  thing  they  see  is  a 
clean  (i.e.,  unqualified)  opinion?  If  you 
take  this  approach,  that  "subject  to"  in 
AA's  opinion  was  a  command.  It 
screamed:  Look  at  these  financial  state- 
ments carefully!  Aren't  the  auditors  to  be 
commended  for  trying  to  protect  the  lazy 
as  well  as  the  professional  investors? 

But  last  October  the  American  Insti- 
tute of  Certified  Public  Accountants'  Au- 
diting Standards  Executive  Committee 
(AudSec)  put  out  a  draft  for  circulation 
among  its  members.  It  was  innocently 
titled  Auditors  Report  When  There  Are 
Contingencies.  There  the  innocence 
ends.  "The  proposed  statement,"  ex- 
plains the  introductory  letter,  "provides 
that  the  auditor  would  not  modify  [i.e., 
qualify]  his  opinion  because  of  a  contin- 
gency if  he  concludes  that  the  accounting 


and  financial  reporting  for  that  contin- 
gency is  in  conformity  with  generally 
accepted  accounting  principles.  .  .  ." 
Only  if  management  refuses  to  go  along 
with  the  rather  amorphous  bundle  of 
rules  called  GAAP  could  auditors  qualify 
opinions. 

The  accounting  profession  is  in  an  up- 
roar over  this  exposure  draft.  "Our  opin- 
ion on  that  draft  is  unqualified,"  growls 
William  Hall,  partner  at  Arthur  Ander- 
sen &  Co.  "The  qualified  opinion  should 
not  be  eliminated.  If  it  is,  it  will  result  in 
less  than  complete  and  clear  communica- 
tion with  users  of  financial  statements.  " 

What  is  the  AICPA  up  to?  We  put  the 
question  to  Thomas  P.  Kelley,  director 


". . .  'Eliminating  qualified 
opinions  will  result  in  less 
than  complete  and  clear 
communication' . . ." 


of  the  AICPA  s  Auditing  Standards  Divi- 
sion, the  working  CP. A.  responsible  for 
AudSec's  exposure  draft.  What,  we 
asked,  is  your  rationale? 

"Three  rationales,"  he  shot  back. 
"First,  we  believe  financial  statements 
should  stand  by  themselves.  They 
should  contain  all  the  disclosure  neces- 
sary to  understand  the  statements.  With 
the  Financial  Accounting  Standards 
Board  Statement  5  [which  instructs  man- 
agements how  to  disclose  contingent  and 
uncertain  items],  there  are  guidelines  for 
adequate  disclosure  of  contingencies.  " 

In  other  words,  Kelley  is  saying  that  a 
red-flagging  "subject  to"  opinion  is  re- 
dundant. He  quickly  continued: 

"Second,  we  have  FASB  16,  which 
says  you  don't  restate  results  when  a 
contingency  is  resolved.  Yet  a  subject  to 
opinion  implies  the  results  will  be  restat- 
ed. If  they  can't  be,  the  qualified  opinion 
can  actually  be  misleading." 

Our  pen  was  whipping  down  the  note 
pad  as  Kelley  shot  on. 


"And  finally,  the  subject  to'  opinion  in 
effect  puts  the  auditor  in  the  position  of 
predicting  what  is  going  to  happen  to  the 
company.  So  the  auditor  must  make  a 
judgment:  Is  the  contingency  material?" 
Kelley  didn  t  say  so,  but  the  implication 
was  clear  enough:  What  accountant,  giv- 
en modern  liability  law  and  settlements 
exposure,  wants  to  be  responsible  for 
that  kind  of  judgment?  What  if  he  de- 
cides a  contingency  is  not  material,  yet  it 
turns  out  to  wreck  the  company? 

The  Securities  &  Exchange  Commis- 
sion most  emphatically  disagrees  with 
the  AICPA's  move  to  eliminate  qualified 
opinions.  Last  March  the  Commission 
fired  off  a  letter  to  AudSec.  In  effect,  the 
letter  says:  You  are  making  heroic  as- 
sumptions about  the  quality  of  FASB  5's 
disclosure  requirements;  they  ain't  as 
good  as  you  say  they  are.  Said  SEC 
Acting  Chief  Accountant  A.  Clarence 
Sampson  to  FORBES: 

"We  told  them  [the  accountants] 
they'd  better  look  more  carefully  at 
FASB  5.  We  said  that  once  we  get  ade- 
quate disclosure  for  contingencies,  then 
sure,  we  can  see  dropping  the  qualified 
opinion.  But  as  far  as  we're  concerned, 
we  don  t  yet  have  adequate  disclosure. 

Will  the  accountants  take  a  giant  step 
backward  and  eliminate  the  qualified 
opinion  without  improving  contingency 
disclosure?  Kelley  feels  that  the  majority 
of  accountants  are  in  favor  of  elimination, 
but  that  "there  are  some  significant  par- 
ties opposed.  He  refers,  we  gather,  to 
the  SEC  Arthur  Andersen  &  Co.,  Price 
Waterhouse  &  Co.,  for  starters. 

The  AICPA's  AudSec  meets  late  this 
month  to  map  the  next  step.  Predicts 
Arthur  Andersen's  Hall:  "I  doubt  the 
AICPA  will  push  for  any  hing  that  will 
pit  them  against  the  SEC."  Says  Kelley, 
"It  is  obviously  very  controversial  and 
we're  not  sure  what  to  do    ith  it. 

Maybe,  someday,  there  ill  be  better 
disclosure  for  contingencies.  But  until 
then,  Forbes  has  a  suggestion  for  the 
AICPA's  qualified  opinion  plan:  File  it  in 
the  wastebasket.  ■ 
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If  you  know  us  only 

for  metal  working ^  you  know 
only  one  side  of  Budd. 


To  many  people.  Budd  is  strictly  a  master 
of  metals.  Not  so.  Budd  is  also  very  big  in 
plastics.  All  kinds.  Jim  Quinn,  Plastic 
Products  Group  Vice  President,  would  like 
to  introduce  some  of  them  to  you. 

Budd  low-shrink  Sheet  Molding 
Compound  (SMC)  is  the  choice  of  most 
U.S.  carmakers  when  lightweight,  high- 
strength  and  a  Class  A  finish  are  required. 
SMC  components  complement  many  high- 
style  front  ends.  And  find  wide  use  as 
corrosion-free  body  panels,  wagon 
tailgates  and  tractor  roofs;  as  well  as 
cases  for  typewriters  and  computers,  and 
many  kinds  of  electrical  parts. 


Budd  Celoron "  is  the  ideal  material  whe 
your  project  calls  for  flexural  strength, 
wear  resistance  and  dimensional  stability 

We  re  also  strong  in  cast  nylon,  laminate 
plastics,  and  paper-  and  glass-based, 
copper-clad  laminates.  Whether  molded, 
extruded  or  cast,  Budd  can  do  the  job.  An 
shape.  Any  quantity.  If  you  need  design 
assistance,  our  engineers  will  lend  afian 
We  II  even  develop  a  prototype  for  testin 

And,  we  re  one  of  the  few  molders  to 
make  our  own  compounds.  That  means  v\l 
can  design  and  develop  the  grade  to  me* 
your  specific  need.  So  next  time  you  nea 
plastics,  think  of  Budd.  Write:  The  Budd 
Company,  3155  West  Big  Beaver  Road. 
Troy,  Michigan  48084.  Or  call  (313) 
643-3500.  We  want  you  on  our  side. 


THE  FUTURE 
WITH  PLASTICS 
FROM  BUDD. 


ADT  can  make  protection 
a  part  of  your  family  picture. 


Every  home  needs  protection  against  burglary  and  fire, 
and  help  in  medical  emergencies.  The  best  protection  comes 
from  ADT,  and  the  peace  of  mind  it  brings  costs  much  less 
than  you'd  expect. 

For  instance,  ADT's  popular  Safewatch™  7525  system  to 
summon  help  fast  in  case  of  burglary,  fire,  and  medical 
emergencies  costs  about  $800.  with  a  monthly  monitoring  fee 
of  less  than  $20.  Other  systems  are  available  for  more  or  less, 
depending  on  your  needs. 

The  Safewatch  7525  system  is  connected  electronically 
to  an  ADT  central  monitoring  station  close  to  you,  where 
trained  personnel  serve  round  the  clock  to  immediately  notify 


police,  fire  department,  or  the  emergency  squad  when  help  isi 
needed  It  includes  not  only  emergency  "call-for-help"  buttons 
but  intrusion  detectors  and  smoke  and  fire  detection  systems 
that  can  automatically  alert  ADT  whether  you're  home  or  away 

ADT  protects  over  150.000  homes,  museums, 
government  buildings,  banks,  and  businesses. 
Talk  to  an  ADT  consultant  today  about  the  wide  range  of 
Safewatch  Home  Protection  Systems. 

ADT  The  nationwide  company  that  serves  you  locally. 


Call  toll-free 
800-821-7700.  Ext  704 


ADT's  Electronic 
Watchdog  Systems. 


Some  Sideline! 

It  may  have  started  as  a  sideline  of  a  San  Antonio 
real  estate  family,  but  it  has  become  one  of 
the  U.S.'  sharpest  motel  chains. 


Sam  Barshop  never  meant  to  get  into 
the  motel  business  when  he  built  his  first 
one  for  Ramada  Inns  in  1961.  The  family 
owned  real  estate  in  San  Antonio  and,  as 
it  happened,  Ramada  was  eyeing  some 
Barshop  property  near  a  new  interstate 
highway.  Even  when  they  built  other 
motels  after  that  first  Ramada  Inn — two 
of  them  named  La  Quinta,  at  the  time  of 
San  Antonio's  HemisFair  68 — it  wasn't 
supposed  to  mean  all  that  much  for  the 
future.  Says  Sam  Barshop,  "We  were 
going  to  build  two  motels  in  San  Antonio 


and  that  would  be  that.'' 

But  the  two  La  Quintas  did  well,  and 
offers  Barshop  just  couldn't  refuse  kept 
coming.  First,  Kenneth  S.  (Bud)  Adams 
Jr.,  owner  of  the  Houston  Oilers  and 
chairman  of  Ada  Resources  (Forbes, 
May  29),  called:  "I  hear  you're  building 
some  new  Spanish-style  motels.  I've  got 
a  piece  of  land  on  the  Southwest  Free- 
way just  right  for  you.  Then  developer 
Trammell  Crow  called  from  Dallas  with 
an  equally  attractive  site. 

So  now  there  are  57  La  Quintas  and  15 


more  planned  for  next  year.  What  start- 
ed as  a  sideline  is  now  a  $40-million 
American  Stock  Exchange-listed  busi- 
ness whose  five-year  return  on  equity  of 
over  20%  puts  it  at  the  top  of  its  indus- 
try. Its  80%-plus  occupancy  level,  which 
dipped  only  briefly  in  the  recession 
when  some  chains  fell  below  50%,  marks 
it  as  something  special. 

That  something  is  a  clearly  defined 
market  at  rates  below  the  competition. 
La  Quinta  caters  primarily  to  business 
travel,  a  market  growing  much  faster 


On  The  Cheap 


In  the  late  Sixties,  when  promoters  were  building  motels 
as  fast  as  they  could  dig  pools  and  install  TV  sets,  an 
industry  boomlet  in  budget  motels  seemed  ahead.  Forget 
the  pool  (went  the  story),  rent  the  TV  by  the  hour  and 
charge  the  traveler  half  the  conventional  rate.  One  How- 
ard Johnson  executive  predicted 
the  budget  motel  would  be  to 
the  motel  industry  what  the 
Volkswagen  was  to  autos.  Every- 
one, including  Howard  Johnson 
with  its  Three  Penny  Inns, 
rushed  in. 

Today  there  are  just  three 
Three  Penny  Inns  left  (a  fourth 
closed  in  March).  Only  two  bud- 
get chains  have  over  150  motels, 
and  one  of  those,  Days  Inn  of 
Atlanta,  prefers  to  call  itself 
"budget-luxury."  How  did  the 
word  "budget,"  perfectly  re- 
spectable when  applied  to  cars, 
airline  flights  and  department 
stores,  fall  into  such  disgrace  in 
motels? 

Because  many  a  budget  motel 
was  cheap  as  well  as  less  expen- 
sive. Built  hastily  and  often  poor- 
ly, many  of  them  began  to  show  signs  of  premature  aging 
within  a  few  years  of  being  built.  In  a  country  where  a 
clean,  well-maintained  room  is  the  bare  minimum  the 
traveler  requires,  anything  less  is  an  insult. 

But  for  the  recession,  the  budgets  might  have  been  able 
to  finance  their  refurbishment.  The  threat  of  a  gasoline 
shortage  in  early  1974  cut  pleasure  travel  50%,  and  a 
sluggish  economy  did  the  rest.  Unable  to  get  financing  for 
improvements,  and  in  many  cases  unable  to  get  long-term 
financing  to  replace  their  construction  loans,  many  of  the 


Spiritual  Refreshment: 

liquor,  but  each  room 


budgets  were  knocked  flat.  Scottish  Inns  of  America,  a 
budget  operation  out  of  Nashville,  Tenn.  that  in  its  heyday 
was  building  over  30  motels  a  year,  is  just  limping  out  of  a 
bankruptcy  that  left  it  operating  only  15  properties. 
Two  large  chains  that  did  survive,  Days  Inn  and  Motel 
Six,  could  do  so  largely  because 
they  had  backing.  Motel  Six,  one 
of  the  original  budgets,  which 
charges  S9.45  (up  from  $6)  for  a 
room  with  no  telephone  and  a 
black-and-white  TV  that  rents  for 
75  cents  a  night,  was  acquired  by 
City  Investing  Co.  in  1968  and 
nursed  through  the  lean  years. 
Now,  with  business  recovery 
driving  motel  occupancy  rates  up 
some  10%  over  last  year,  Motel 
Six  President  Daniel  R.  Shaugh- 
nessy  reports  that  his  operation 
is  doing  well.  But  that's  after 
pouring  in  over  $6  million  for 
refurbishing. 

Days  Inn,  a  private  company 
80%  owned  by  teetotaling  (his 
motels  sell  no  liquor)  real  estate 

  entrepreneur  Cecil  B,  Day,  is 

also  bootstrapping  itself.  By  this 
year  s  end,  Days  Inn  will  have  spent  $10  million  on 
maintenance  for  its  291  motels  in  the  Southeast.  A  quarter 
of  its  guests  are  over  55,  including  members  of  the  Sep- 
tember Days  Club  who  get  a  10%  discount,  and  less  than 
15%  are  business  travelers. 

The  real  budget  motels  are  the  mom-and-pop  opera- 
tors, often  pensioners,  who  keep  costs  at  a  minimum  by 
working  80  hours  a  week  at  the  desk  and  doing  much  of 
their  own  maintenance.  There  will  always  be  that  Kleen 
Kabin,  at  $6  a  night,  near  any  lake  or  interstate. 


Days  Inn  doesn't  serve 
has  two  Bibles. 
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than  pleasure  travel.  By  paying  top  dol-  say  we're  budget."  (For  his  reasons,  see 
lar  for  sites,  Barshop  can  locate  his  mo-     box  on  p.  99.) 

tels  where  business  travel  is  heaviest —  The  fact  is  that  Barshop  still  sounds 
near  airports,  downtown  and  on  well-  more  than  a  little  like  the  reluctant  mo- 
traveled  interstates. 

Barshop  pays  for  location,  but 
he  takes  a  no-frills  approach  to  the 
motels  themselves;  I  ,a  Quinta  sells 
rooms,  period.  Its  motels  typically 
have  under  120  rooms,  with  no 
atriums  or  meeting  rooms  to  swell 
construction  costs.  After  a  short, 
disastrous  experience  with  restau- 
rants, Barshop  leaves  the  cooking 
to  others,  leasing  out  space  to  me- 
dium-priced chains  like  Denny's. 

Like  many  motel  chains,  La 
Quinta  has  for  years  been  building 
with  precast  concrete  and  bath- 
room modules  to  cut  construction 
time  and  costs  and  architectural 
and  engineering  fees.  Now  La 
Quinta  aims  to  cut  energy  costs  at 
its  Sunbelt  locations  by  tapping 
solar  energy,  aided  by  $133,000  in 
government  money. 

Lower  construction  costs,  plus  a 
lack  of  pretty  but  profitless  spaces 
like  atriums,  enables  La  Quinta  to 
charge  an  average  $17.60  per 
room — some  20%  lower  than  a 
Holiday  Inn  or  Ramada.  "We  use 
first-class  construction  and  we  pay 
for  our  land,"  says  Barshop.  "We 
may  be  cheaper,  but  please  don't 


Reluctant  Motelier:  Offers  he  just  couldn't  refuse 
drew  Sam  Barshop  into  the  motel  business. 


telier.  "We're  trying  to  keep  down  to  a 
20%  growth  rate,"  he  explains.  "With 
our  potential,  that's  crawling.  But  we're 
not  swingers;  we're  not  trying  to  swallow 
the  whole  world  all  at  once.  We're 
not  going  to  grow  any  faster  until  I 
can  see  that  it  s  absolutely  safe  and 
secure." 

But  things  are  getting  steadily 
safer  for  Barshop.  Prudential  In- 
surance Co.,  which  put  up  half  the 
equity  in  26  La  Quintas  going  back 
to  1968,  recently  extended  equity 
and  mortgage  money  from  $35 
million  to  $50  million.  Burlington 
Northern  announced  this  spring  it 
was  entering  a  joint  venture  with 
La  Quinta  to  develop  motels  on  its 
properties  from  Chicago  to  the 
Northwest. 

Barshop's  restraint  is  a  rare  vir- 
tue in  an  industry  where  many  a 
promoter  builds  motels  as  fast  as 
he  can  put  up  walls  and  hang 
signs — one  reason  the  industry  is 
just  now  pulling  out  of  a  severe 
recession  due  in  large  part  to  such 
overbuilding.  But  Barshop  didn't 
have  to  go  into  the  motel  business. 
His  family's  land  holdings  in  San 
Antonio,  which  Sam  Barshop  ad- 
mits exceed  their  nearly  $20-mil- 
lion  interest  in  La  Quinta,  already 
put  the  Barshop  family  among  the 
city's  landed  gentry.  ■ 


Everybody  wanted  the 
Volkswagen  Plant. 


Pennsylvania  got  it.  How  come? 


Find  out  what  Volkswagen  already 
knows:  the  special  advantages  of 
bringing  your  plant  to  Pennsylvania. 
Our  financial  assistance  packages  can 
help  each  plant  get  started  and  then 
take  advantage  of  all  that  Pennsylvania 
offers. 

And  Pennsylvania  offers  plenty. 
Our  location  is  at  the  hub  of  America's 
largest  and  richest  markets.  Pennsyl- 


vania's ports  open  on  to  the  Atlantic, 
the  Mississippi,  and  the  St.  Lawrence 
Seaway.  Pennsylvania  has  one  of  the 
nation's  most  highly  developed  high- 
way and  air  transportation  systems. 
And  Pennsylvania  is  rich  in  industry's 
most  needed  natural  resources:  fossil 
fuels,  minerals,  forests  and  skilled 
workers.  Find  out  why  VW— and  many 
other  companies— choose  Pennsylvania 


Contact:  Norval  Reece 

Secretary  of  Commerce 
or 

Bureau  of  Economic 
Development 
South  Office  Building 
Harrisburg,  PA  17120 
Phone:  717-787-6500 


100 


FORBES,  JUNE  12,  1978 


"No  sports'.' 

JOHN  NEWCOMBE,  TENNIS  PRO.  A  READER  SINCE  1968. 


U.S.NGWS 

&  WORLD  RGPORT 


We  spare  our  readers  unimportant  news* 

We  spare  our  advertisers  unimportant  readers* 


Living  space  is  shrinking. 

And  the  population  is  ballooning. 

Which  means  that  right  now 
more  people  are  challenged  by  inner 
space  than  outer  space. 

And  according  to  the  1978  U.S. 
Industrial  Outlook,  Americans  will 
be  spending  some  9.8  billion  dollars 
on  furniture  trying  to  solve  their  inner 
space  problems  in  just  this  next  year. 

In  our  opinion,  the  challenge 
cannot  be  met  with  old  answers. 

So  at  Singer  we  have  developed  a 
number  of  completely  new  concepts. 

For  example,  Singer  UltiMATES 
uses  the  space  traditional  furniture 
wastes.  It  even  uses  air  space.  Because 
it's  modular,  you  can  let  it  literally 
climb  the  walls. 

And  it  goes  where  you  want  and 
turns  into  what  you  need. 

For  example,  the  drawer  section 
of  the  pieces  shown  could  start  in  your 
bedroom  as  a  chest. . .  add  the  single 
drawer  and  glass  shelf  piece  and  have  a 
dining  room  buffet. . .  add  the  lighted 
double  glass  deck  on  top  and  you  have 
a  dramatic  display  for  collectables  in 
your  foyer  or  living  room. 

And  if,  when  we're  manufac- 
turing UltiMATE  night  stands,  there's 
a  sudden  demand  for  UltiMATE 
tables  we  can  respond  quickly — with- 
out the  usual  furniture  lag — because 
of  a  manufacturing  innovation. 

In  fact,  we're  proud  to  say  that  con- 
sumer demand  has  turned  the  number 
one  manufacturer  of  sewing  cabinets, 
into  one  of  the  major  manufacturers  of 
household  furniture  in  the  U.S.  For 
more  facts,  please  write  The  Singer 
Company,  Dept.  FB2,  30  Rockefeller 
Plaza,  New  York,  N.Y.  10020,  and  we'll 
send  you  our  new  Singer  Magazine.  Free 
of  charge.  SINGER 


Dutch  Copycat 

Yet  another  contender  in  copiers?  Meet 
Holland's  Oce,  a  little-known  but  formidable 
competitor  in  the  market's  middle  range. 


Before  you  give  up  hope  for  enterprise 
in  tired  old  Europe,  take  a  good  look  at 
an  obscure  Dutch  company  named  Oce- 
van  der  Grinten,  headquartered  in 
Venlo,  a  smallish  city  just  across  the 
border  from  Diisseldorf.  A  dozen  years 
ago  Oce'  was  an  $18-million  dyeline 
printing  outfit;  last  year,  at  $560  million, 
it  did  over  30  times  that  much,  and  had 
become  a  small  but  potent  competitor  in 
copying  machines. 

Oce  is  also  very  profitable.  It  earned 
$18  million  last  year  to  return  10.7%  on 
invested  capital — significantly  above  the 
8.9%  median  return  of  the  leading  U.S. 
office  equipment  firms  over  the  latest 
five  years.  Actually,  Oce  does  better 
than  the  bare  figures  suggest.  Its  book- 
keeping is  quite  conservative.  For  exam- 
ple, it  depreciates  its  rented  copiers  in 
three  years  rather  than  the  five  Xerox 
uses.  Moreover,  it  figures  depreciation 
on  a  replacement  cost  basis  rather  than 
on  historical  cost  as  U.S. 
firms  do. 

The  story  of  how  Oce-van 
der  Grinten  got  so  big  and 
profitable  is  a  story  of  tech- 
nology carried  to  logical 
conclusions.  The  van  der 
Grinten  family  was  in  the 
business  of  making  yellow 
vegetable  dye  for  margarine 
when  Louis  van  der  Grin- 
ten— like  his  two  brothers  a 
doctor  of  chemistry — pat- 
ented a  new  machine-coat- 
ed blueprint  paper  that  he 
called  Oce. 

That  was  in  1926;  and 
from  that  small  beginning 
the  firm  has  grown  to  be  the 
world's  largest  maker  of 
dyeline  printers  and  coated 
paper,  with  about  half  of  the 
world  market.  Along  the 
way  it  became  clear  to  the 
brothers  that  xerography 
was  opening  vast  new  copy- 
ing markets  and  that  Oce' 
had  better  get  in  before  it 
was  too  late.  The  first  step, 
in  1958,  was  to  take  the 
company  public:  "That  was 
the  key  to  our  success,"  says 
Managing     Director  and 


President  Jan  J.  Kaptein.  "It  permitted 
us  to  go  international  by  slowly  acquiring 
our  licensees  all  over  the  world,  and  it 
made  us  more  willing  to  enter  related 
fields  like  office  copying.  Copying  was 
not  a  big  change  for  us.  It  was  just  a 
logical  diversification." 

Oce'  first  entered  the  copying  business 
with  a  license  from  Japan's  Minolta  for 
coated-paper  copiers,  but  its  own  scien- 
tists went  to  work  to  outflank  Xerox' 
patents  on  plain-paper  copiers.  They 
succeeded  so  quickly  and  so  well  that 
Oce  was  one  of  the  first  on  the  market 
with  a  plain-paper  copier  competing 
with  Xerox.  By  using  a  long  belt  of  accor- 
dion-pleated zinc  oxide  paper  as  the 
"negative"  instead  of  Xerox'  selenium- 
coated  drum,  the  Oce'  machine  produces 
blacker  blacks  (because  the  Xerox  drum 
has  less  time  to  "rest"  between  copies). 
Big  ($606-million  sales)  Pitney-Bowes 
was  sufficiently  impressed  to  grab  the 


Manager  And  Tool:  President  jan  Kaptein  has  bet  much  of  Oce- 
van  der  Grinten's  future  on  Oce'  office  copiers  like  this  one, 
shown  here  being  "tuned"  before  delivery  to  a  customer. 


U.S.  rights  to  manufacture  and  distrib- 
ute Oce'  plain-paper  copiers  in  1973. 

Office  copiers,  which  now  account  for 
28%  of  company  sales,  passed  breakeven 
last  year.  With  copier  sales  of  some  $1.50 
million,  Oce'  now  ranks  about  third  after 
Xerox  and  IBM  in  the  business.  Last 
year  Oce'  took  over  ailing  Ozalid  of  Great 
Britain,  and  in  so  doing  increased  its 
sales  volume  by  40%.  Ozalid  was  for  sale 
cheap  because,  says  Kaptein,  "They 
were  overextended  and  got  caught  in  a 
squeeze  between  foreign  currency  bor- 
rowings and  a  falling  pound  sterling." 
Oce  is  also  strong  in  the  rest  of  Europe 
(46%  of  sales),  with  smaller  operations  in 
Australia  (8%)  and  Africa  and  Asia  (9%). 

As  it  grows  in  copiers,  Oce'  continues 
to  concentrate  on  medium-sized  ma- 
chines that  make  up  to  200,000  copies  a 
year  rather  than  the  bloody,  Japanese- 
dominated  small-copier  end  of  the  mar- 
ket. Xerox,  though  it  covers  the  whole 
range,  concentrates  on  the  high-volume 
end.  "After  Xerox,"  says  Kaptein,  "we're 
all  about  the  same  size  in  this  market." 

The  Netherlands  is  definitely  a  high- 
wage  country  even  for  Europe,  where  its 
wage  level  is  exceeded  only  in  Switzer- 
land, Germany  and  the  Scandinavian 
countries;  and  Holland's  social  security 
taxes  and  fringe  benefits  increase  that 
burden  by  some  27%.  But  Oce'  is  sell- 
ing technological  products, 
not  high-labor-content  prod- 
ucts— ideal  for  a  country  with 
a  skilled  and  educated  but 
expensive  labor  force. 

Labor  relations  are  so 
good  at  Oce  that  only  one  in 
six  of  its  2,850  Netherlands 
employees  belongs  to  a 
union.  Wages  are  set  annu- 
ally in  consultation  with  the 
workers'  council,  a  commit- 
tee elected  every  four  years 
by  all  Oce's  Dutch  workers. 
Proceedings  are  very  practi- 
cal, and  there  is  less 
risk  of  the  company's  inter- 
ests being  slighted  than  in 
national  labor-management 
negotiations. 

If  Oce's  workers  have 
done  well,  so  have  its  inves- 
tors. A  skilled  Oce'  worker 
in  Holland  can  earn  up  to 
$13,200  a  year  plus  over- 
time and  shift  bonuses.  But 
an  investor  who  bought 
Oce's  stock  when  it  first 
went  public — and  exercised 
his  purchase  rights  in  the 
meantime — would  now  have 
over  $13  for  every  $1  he  put 
up  originally.  ■ 
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He's  Dana  Stetser.  Architect, 
kyscraper  builder. 

And  when  he's  not  building 
uildings,  he  likes  to  build  some- 
ling  else.  His  stamp  collection. 

"Design  is  part  of  my  life,"  says 
)ana,"and  some  of  the  most  fascinat 
lg  designs  I've  ever  seen  are  in  my 
^llection  of  U.S.  Commemoratives." 

Through  the  years,  Com- 
lemorative  stamps  have  captured 
le  spirit  of  the  people,  the  places 
nd  events  that  have  helped  make 
merica,  America.  There  are  new 
sues  at  your  local  Post  Office  every 


few  weeks.  You'll  even  find  a  guide 
called  Stamps  &  Stories  to  help  you 
get  started. 

U.S.  Commemoratives  are  an 
easy,  affordable  way  for  you  to  start 
building  your  own  collection.  So 
start  collecting  now,  with  the 
American  Dance  Stamps.  You'll  be 
building  a  collection  you  and  your 
family  can  share  and  enjoy  for  years. 

"My  son's  a  collector  himself,'' 
says  Dana," and  maybe  someday  my 
grandson  will  have  as  much  fun  col- 
lecting stamps  as  we  do."      s, — . 

U.S.  Postal  Service 


USA  Dance\J 

9 


&1978  U.S.  Postal  Service 


American  Dante  Stamps  (Available  April  27.) 


ollect  U.S.Commemoratives.They  re  fun.They  re  history.  They  re  America. 


There  are  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Impenal  Bank  of  Commerce-over 
$3 1  billion  (Canadian)  strong-has  been  involved  in 
worldwide  energy  development  for  years.  And  we 
are  steppmg  up  our  involvement. 

We  participated  in  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considering. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electric  com- 
plexes, from  Norway  to  the  Near  East.  As  'The  Ideas 
Bank!  good  ideas  are  our  stock  in  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Impenal  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  willing 
to  listen.  "The  Ideas  Bank 

CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Off  see  -  Commerce  Court.  Toronto  M5L  1A2.  Canada  New  York  Agency  22  WilUam  St .  NY  10005  •  (212)  825-7000 
Over  1.700  branches  in  Canada,  branches  or  representative  offices  in  major  business  centres  worldwide 


Statistical  Spotlight 


The  Hidden  Cost  Of  Inflation 


"What  do  I  think  of  replacement  cost 
accounting?"  snapped  venture  capitalist 
Dan  W.  Lufkin.  "It  is  one  of  the  stupid- 
est orders  ever  put  out  by  the  SEC.  It 
causes  two  forms  of  instant  misrepresen- 
tation. It  overstates  assets  so  every  com- 
pany that  owns  anything  tangible  looks 
like  a  takeover  target.  Then  it  automati- 
cally understates  earnings  by  creating 
phantom  extra  depreciation  and  cost  of 
goods-sold  charges  so  management  looks 
like  it  is  doing  a  poor  job.  " 

Lufkin  is  complaining  about  SEC  Rule 
190,  promulgated  in  1976,  which  now 
applies  to  1,000  corporations.  It  requires 
them  in  their  annual  10-K  reports  to  give 


supplementary  figures  intended  to  sug- 
gest the  effect  of  inflation  on  their  corpo- 
rate fortunes.  Managements  are  re- 
quired to  estimate  the  replacement  cost 
of  their  productive  capacity.  New  depre- 
ciation figures  reflect  replacement  rather 
than  historical  cost.  Inventories  are  writ- 
ten up  to  replacement  cost  and  added  to 
cost  of  goods  sold. 

Agreeing  with  Lufkin,  General  Motors 
published  the  figures  and  then  declared 
in  the  10-K  that  they  were  "of  no  value." 

So,  why  is  the  SEC  shoving  replace- 
ment cost  accounting  down  industry's 
throat?  Because  it  believes  that  present 
methods  of  accounting  overstate  the 


profitability  of  many  corporations  and 
therefore  mislead  investors.  SEC  Chair- 
man Harold  Williams  takes  this  problem 
extremely  seriously.  Why,  he  asks, 
should  business  pretend  to  make  more 
money  than  it  really  does?  Not  only  does 
this  mislead  investors;  it  tempts  legisla- 
tors to  soak  business  and  misleads  the 
public  into  accepting  drivel  about  "ob- 
scene profits." 

However,  even  the  SEC  warns  inves- 
tors against  making  "simplistic  earnings 
judgments"  from  this  new  set  of  figures. 
If  companies  did  indeed  replace  their 
machinery  and  equipment  with  brand- 
new  stuff,  their  operating  costs  would 


—  1977  Primary  Earnings  Per  Share- 


Historical 


-  Total  Assets 
Replacement 


Return  on  Equity 


Historical 

Replacement 

% 

Dividend 

Basis 

Basis 

% 

Historical 

Replacement 

Basis 

Basis 

Change 

Per  Share 

(Millions) 

(Millions) 

Change 

Basis 

Basis 

AEROSPACE  &  DEF 

Boeing 

$  4.24 

$  3.47 

-18.2 

$  0.85 

$  2,440 

$  2,958 

21.2 

14.7% 

10.3% 

General  Dynamics 

9.51 

6.97 

-26.7 

none 

1,601 

1,956 

22.2 

13.8 

9.3 

Lockheed 

3.71 

0.28 

-92.5 

none 

1,569 

1,853 

18.1 

25.1 

9.3 

McDonnell  Douglas 

3.20 

2.65 

-17.2 

0.49 

2,468 

2,739 

11.0 

11.2 

8.9 

Rockwell  Int'l 

4.18 

2.15 

^18.6 

2.20 

3,392 

3,965 

16.9 

12.3 

8.5 

United  Technologies 

5.66 

3.66 

-35.3 

1.65 

2,979 

3,447 

15.7 

18.0 

13.6 

AUTOMOTIVE 

Bendix 

5.29 

1.65 

-68.8 

2.07 

1,811 

2,159 

19.2 

14.1 

9.9 

Caterpillar  Tractor 

5.16 

4.59 

-11.0 

1.58 

4,346 

6,778 

56.0 

19.0 

9.3 

Chrysler 

2.07 

^.83 

P-D 

0.90 

7,668 

9,896 

29.1 

4.3 

2.4 

Deere 

4.24 

3.44 

-18.9 

1.15 

3,366 

4,227 

25.6 

16.3 

10.5 

Firestone 

1.92 

-2.08 

P-D 

1.10 

3,396 

5,579 

64.3 

6.8 

2.9 

Ford  Motor 

14.16 

8.46 

^10.3 

3.04 

19,224 

23,796 

23.8 

19.9 

12.9 

General  Motors 

11.62 

8.49 

-26.9 

6.80 

26,512 

33,644 

26.9 

21.6 

14.8 

Goodyear 

2.85 

-1.43 

P-D 

1.20 

4,678 

7,526 

60.9 

10.3 

4.2 

Inf  1  Harvester 

6.92 

2.19 

-68.4 

1.85 

3,788 

4,602 

21.5 

12.0 

18.1 

CHEMICALS 

Allied  Chemical 

4.93 

0.66 

-86.6 

1.85 

2,872 

4,265 

48.5 

11.7 

5.4 

Dow  Chemical 

3.01 

2.62 

-13.0 

1.10 

7,675 

9,546 

24.4 

17.6 

11.0 

E  1  du  Pont 

11.06 

7.41 

-33.0 

5.75 

7,431 

9,633 

29.6 

13.0 

8.4 

WR  Grace 

3.71 

1.52 

-59.0 

1.78 

2,941 

3,453 

17.4 

11.5 

8.1 

Monsanto 

7.46 

3.52 

-52.8 

3.03 

4,348 

5,357 

23.2 

11.4 

8.0 

Union  Carbide 

6.05 

1.79 

-70.4 

2.80 

7,423 

8,974 

20.9 

11.5 

7.9 

CONSUMER  PRODS 

American  Brands 

5.87 

2.15 

-63.4 

2.98 

2,821 

3,235 

14.7 

13.1 

9.8 

American  Home  Prod 

1.94 

1.64 

-15.5 

1.15 

1,611 

1,964 

21.9 

29.5 

22.0 

Colgate-Palmolive 

2  07 

0.90 

-56.5 

0.94 

1,971 

2,339 

18.7 

15.5 

11.5 

Johnson  &  Johnson 

4.23 

3.44 

-18.7 

1.40 

2,020 

2,475 

22.5 

16.7 

12.8 

Philip  Morris 

5.60 

3.51 

-37.3 

1.48 

4,048 

4,878 

20.5 

19.9 

13.3 

Procter  &  Gamble 

5.59 

4.32 

-22.7 

2.60 

4,487 

6,397 

42.6 

17.6 

10.2 

R  J  Reynolds  Ind 

8.72 

6.33 

-27.4 

3.34 

4,334 

5,856 

35.1 

18.8 

11.5 

P-D  Profit  to  deficit.     D-D  Deficit  to  deficit,     def.  Deficit. 
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almost  certainly  drop.  This  being  so,  it  is 
not  realistic  to  value  old  machinery  at 
the  cost  of  replacing  it,  since  the  new, 
quite  clearly,  would  be  worth  more  than 
the  old  machinery.  Even  the  SEC  ad- 
mits this. 

Yet,  Forbes  agrees  with  the  SEC — 
and  disagrees  with  GM — about  the  value 


of  the  exercise.  The  numbers,  while  far 
from  precise,  are  extremely  useful  in 
pinpointing  problems  that  conventional 
corporate  reporting  ignores. 

To  use  the  replacement  cost  figures  to 
identify  problems  that  historical  cost  ac- 
counting ignores,  Forbes  performed 
three  separate  exercises  on  118  nonfinan- 


cial  companies — with  interesting  results. 

First  (columns  one  and  two),  we  com- 
pared reported  1977  earnings  per  share 
with  what  estimated  earnings  would  be 
after  deducting  inventory  profits  from 
cost  of  gcxxls  sold  and  using  the  depreci- 
ation figure  based  on  replacement  cost. 

Surprisingly,  IBM's  replacement  cost 


—  1977  Primary  Earnings  Per  Share—   Total  Assets    Return  on  Equity 

Historical  Replacement 


Historical 
Basis 

Replacement 
Basis 

% 
Change 

Dividend 
Per  Share 

Basis 
(Millions) 

Basis 
(Millions) 

% 
Change 

Historical 
Basis 

Replacement 
Basis 

ELECTRONICS 
American  Tel  &  Tel 
General  Electric 
General  Tel  &  Elec 

$  6.97 
4.79 
3.91 

$  4.27 
3.20 
1.39 

-38.7 
-33.2 
-64.5 

$  4.10 
2.00 
2.06 

$93,972 
13,697 
14,687 

$121,874 
18,016 
18,947 

29.7 
31.5 
29.0 

12.1% 

18.4 

15.0 

7.0% 
10.6 
6.8 

Raytheon 
RCA 

Westinghouse  Elec 

3.67 
3.23 
3.10 

3.25 
2.39 
1.72 

-11.4 
-26.0 
-44.5 

0.90 
1.15 
0.97 

1,813 
4,349 
5,528 

1,954 
4.934 
6,653 

7.8 
13.5 
20.4 

18.2 
17.7 
11.8 

14.8 
12.5 
7.9 

ENERGY 
Amerada  Hess 
Ashland  Oil 
Cities  Service 

4.49 
5.60 
7.62 

2.59 
2.55 
4.03 

-42.3 
-54.5 
^17.1 

0.74 
1.93 
3.00 

2,998 
2,610 
3,740 

3,457 
3,498 
5,216 

15.3 
34.0 
39.5 

13.5 
19.3 
10.9 

9.9 
9.5 
6.2 

Continental  Oil 
Exxon 
Getty  Oil 

3.55 
5.41 
15.11 

2.13 
2.45 
12.19 

-40.0 
-54.7 
-19.3 

1.35 
3.00 
3.80 

6,625 
38,453 
4,173 

8.521 
57,128 
4,896 

28.6 
48.6 
17.3 

13.4 
12.4 
11.5 

8.1 
6.3 
9.0 

Gulf  Oil 
Marathon  Oil 
Mobil 

3.86 
6.54 
9.49 

2.16 
4.43 
4.30 

^4.0 

-32.3 
-54.7 

1.85 
2.20 
3.90 

14,225 
3,446 
20,576 

19,312 
4,568 
26,323 

35.8 
32.6 
27.9 

10.3 
15.3 
12.2 

6.1 

8.2 
7.2 

Occidental  Petroleum 
Phillips  Petroleum 
Shell  Oil 

2.92 
3.37 
5.11 

1.65 
2.42 
3.01 

-^13.5 
-28.2 
-41.1 

1.13 
0.98 
1.60 

4,134 
5,837 
8,877 

4,834 
7,477 
11,074 

16.9 
28.1 
24.7 

15.7 
16.8 
14.2 

10.6 
11.0 
10.0 

Standard  Oil  Calif 
Standard  Oil  Ind 
Standard  Oil  Ohio 

5.96 
6.90 
4.37 

4.39 
5.06 
2.80 

-26.3 
-26.7 
-35.9 

2.35 
2.60 
1.36 

14,816 
12,884 
7,778 

20,583 
16,945 
8,743 

38.9 
31.5 
12.4 

13.3 
15.0 
12.5 

7.6 
9.3 
7.9 

Sun  Company 
Texaco 

Union  Oil  California 

7.27 
3.43 
7.86 

4. 12 
1.67 
4.80 

-43.3 
-51.3 
-38.9 

2.26 
2.00 
2  18 

5,181 
18,926 
4,725 

7,347 
25,766 
6,787 

41.8 
36.1 
43.6 

ICO 

15.3 
9.9 
14.6 

o  c 
H.b 

5.7 

7.9 

FOOD  &  DRINK 
Beatrice  Foods 
Borden 
Coca-Cola 

2.13 
2.67 

1.00 

ID 

2.05 

-53.1 

A&  Q 

-23.2 

0.  93 

1.  DC 

1.54 

2,129 
2,224 

2,672 

OAM 

2,713 

25.5 

0~l  1 

22.0 

15.8 

1  O  A 

21.3 

10.7 

O.c. 

16.2 

Consolidated  Foods 
CPC  International 
General  Foods 

2.93 
5.60 
3.56 

1.50 
3.03 
-4.87 

-^8.8 
^15.9 
P-D 

1.40 
2.45 
1.64 

1,188 
1,589 
2.345 

1.404 
2,135 
2,912 

18.2 
34.4 
24.2 

13.6 
16.7 
16.4 

10.3 
9.9 
10.7 

General  Mills 
Kraft 
PepsiCo 
Ralston  Purina 

2.36 
5.51 
2.15 
1.33 

1.33 
3.22 
1.38 
0.76 

^13.6 
-41.6 
-35.8 
-42.9 

0.88 
2.32 
0.83 
0.40 

1,447 
2,085 
2,047 
1.766 

1,793 
2,517 
2,433 
2,074 

23.9 
20.7 
18.9 

:?  - 

16.4 
13.9 
19.2 
16.5 

11.0 
10.0 
13.8 
12.2 

FOREST  PROD  &  PKG 
American  Can* 
Champion  Int'l 
Continental  Group* 

5.76 
2.73 
4.39 

2.89 
-0.03 
2.84 

-49.8 
P-D 

-35.3 

2.45 
1.03 
2.05 

2,176 
2.465 
2,724 

2,936 
3,409 
3,525 

34.9 
38.3 
29.4 

12.4 
12.3 
11.9 

6.7 
7.0 
7.3 

Georgia-Pacific* 
Internationa!  Paper* 
Owens-Illinois 
Weyerhaeuser 

2.54 
4.98 
3.09 
2.30 

1.28 
1.24 
0.45 
1.09 

-49.6 
-75.1 
-85.4 
-52.6 

0.83 
2.00 
1.06 
0.80 

2,929 
3,840 
2,307 
4,038 

4,130 
5,767 
3,015 
5,837 

41.0 
50.2 
30.7 
44.6 

17.1 
11.8 
8.9 
14.0 

9.6 
6.0 
5.3 
7.6 

INFO  PROCESSING 

Honeywell 

IBM 

Sperry  Rand 
Xerox 

6.39 
18.30 
4.51 
5.06 

6.37 
18.68 
3.43 
3.89 

-0.3 
2.1 
-23.9 
-23.1 

1.75 
10.00 
1.02 
1.40 

2,429 
18,978 
2,841 
4,906 

2,489 
21,306 
3,144 
5,716 

2.5 
12.3 
10.7 
16.5 

10.9 
21.4 
12.1 
16.4 

10.4 
18.1 
9.8 
12.4 

*  Earnings  per  share  including  cost  savings  that  would  result  from  the  replacement  of  property  would  be:  American  Can,  $7.36;  Continental  Group,  $4.78;  Georgia- 
Pacific,  $2.52;  Int'l  Paper,  $6.07;  Republic  Steel,  $3.92.     P-D  Profit  to  deficit.     D-D  Deficit  to  deficit,     def.  Deficit. 
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Just  announced  to  the  industry,  our  new  45-ton  excavator  has  the 
capacity  for  work  on  quarry  overburden,  heavy  construction,  and 
Dipelining — to  depths  of  28  feet.  Hydraulics  move  both  the  dirt  and 
tie  machine,  with  a  turbocharged  John  Deere  diesel  engine  turning 
Dut  the  required  250  hp.  To  the  engineers  who  also  designed  our 
:irst  131 -hp  excavator  for  1969,  developing  this  new  one  was  chiefly 
a  matter  of  size.  To  contractors  familiar  with  our  20-year  pattern  of 
growth,  arrival  of  the  larger  JD890  was  only  a  matter  of  time, 
four  inquiries  are  welcome.  John  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move 


earnings  are  actually  above  reported  torical  costs  of  assets  with  their  replace-  costs  rather  than  historical  costs, 

earnings.  That's  because  technological  ment  cost.  Where  the  gap  is  small,  plant        Don't  take  any  of  this  as  gospel.  The  I 

breakthroughs  in  information  processing  should  be  modern.  Where  the  gap  is  replacement  cost  figures  are  not  more  I 

continuously  make  replacing  the  present  vast,  a  company  faces  big  spending.  truly  representative  of  the  truth  than  are 

capacity  cheaper  and  cheaper.  But  for  Columns  eight  and  nine  compared  last  generally  accepted  accounting  princi- 

most  companies  earnings  fell  often  below  year's  reported  return  on  equity  with  pies.  But  they  are  another  way  of  looking 


Statistical  Spotlight 


Columns  five  and  six  contrast  the  his-     sets  had  been  valued  at  replacement     tors'  attention.  ■ 


—1977  Primary  Earnings  Per  Share—   Total  Assets    Return  on  Equity  

Historical  Replacement 

Historical       Replacement        %          Dividend            Basis              Basis            %  Historical  Replacement 

Basis              Basis         Change       Per  Share         (Millions)         (Millions)       Change  Basis  Basis 


MULTICOMPANIES 

City  Investing  $3.01  $    1.25  -58.5  $    0.77  $4,721  $  4,935  4.5  13.9%  10.8% 

Esmark  3.60  0.15  -95.8  1.78  1,800  2,133  18.5  9.7  6.4 

Gulf  &  Western  Inds  2.90  0.28  -90.3  0.65  4,159  4,847  16.5  13.5  8.6 


InflTel&Tel  3.98  1.27  -68.1  1.76  19,896  22,290         12.0  10.6  7.2 

Litton  Industries  1.37  -0.09  P-D  none  2,064  2,309         11.9  6.4  4.9 

LTV  -4.28  -12.02  D-D  none  2,066  3,655         76.9  def  def 


Minn  Mining  &  Mfg  3.57  3.22  -9.8  1.70  3,530  3,915         10.9  18.3  15.6 

Signal  Companies  5.13  4.12  -19.7  1.17  2,153  2,369         10.0  11.5  9.2 

Teledyne  14.86  9.57  -35.6  none  2,833  3,252         14.8  29.2  18.1 


Tenneco  4.38  -0.01  P-D  1.94  8,278  11,274  36.2  15.0  7.3 

Textron  3.65  1.62  -55.6  1.35  1,738  2,087  20.1  14.7  10.7 

Transamerica  2.52  2.01  -20.2  0.70  5,805  6,088  4.9  16.5  12.9 

TRW  4.77  1.38  -71.1  1.55  2,057  2,634  28.1  18.7  11.5 


OTHER  COMPANIES 

CBS  6.50  5.70  -12.3  2.10  1,518  1,688  11.2  22.5  18.6 

Eastman  Kodak  3.99  3.16  -20.8  2.10  5,896  8,777  48.9  14.9  8.9 

Halliburton  6.06  4.69  -22.6  1.10  3,031  3,477  14.7  21.4  16.9 

Loews  10.41  8.88  -14.7  1.20  6,983  7,408  6.1  19.5  11.7 


STEEL  &  METALS 

Alcoa  5.58  0.68  -87.8  1.70  3,802  6,227  63.8  10.9  4.6 

Armco  Steel  3.80  -1.08  P-D  1.80  2,883  4,471  55.1  8.4  4.1 

Bethlehem  Steel  -10.27  -19.16  D-D  1.50  4,899  8,163  66.6  def  def 


Engelhard  Min  &  Chem  3.88  3.20  -17.5  1.20  2,330  2,523  8.3  17.9  14.0 

National  Steel  3.12  -2.22  P-D  2.50  2,828  3,821  35.1  4.7  2.6 

Republic  Steel*  2.54  -8.56  P-D  1.60  2,406  4,467  85.7  3.1  1.2 

United  States  Steel  1.66  -4.36  P-D  2.20  9,914  20,814  109.9  2.7  0.9 


TRANSPORTATION 

Burlington  Northern  5.74  -10.99  P-D  1.60  3,643  8,851  143.0  4.5  1.2 

Chessie  System  4.01  -4.01  P-D  2.32  3,064  7,159  133.6  6.5  1.5 

Greyhound  1.88  1.07  -43.1  1.04  1,587  1,858  17.1  11.6  8.4 


IC  Industries  4.55  -7.59  P-D  1.46  2,613  4,793         83.4  9.3  3.0 

Missouri  Pacific  Corp         8.59  1.42  -83.5  1.95  1,866  6,280       236.5  23.7  2.4 

Norfolk  &  Western  Ry         3.31  -0.82  P-D  1.80  2,664  5,798       117.6  9.1  2.4 


Santa  Fe  Industries  5.92  3.58  -39.5  2.05  3,293  5,332         61.9  9.2  4.3 

Seaboard  Coast  Line  7.02  -1.74  P-D  2.05  3,007  5,784         92.4  8.6  2.6 

Southern  Pacific  4.39  -3.78  P-D  2.36  4,028  7,780         93.1  6.2  2.1 


Southern  Railway  7.04  -0.58  P-D  2.53  2,405  4,766  98.2  11.0  3.2 

Trans  World  Airlines  3.83  -4.75  P-D  none  1,834  2,738  49.3  14.5  4.7 

UAL  3.72  -4.35  P-D  0.60  3,001  4,509  50.2  10.2  3.8 

Union  Pacific  4.68  2.76  -41.0  1.70  4,116  5,649  37.2  .    10.5  6.1 


UTILITIES 

American  Elec  Power  2.42  0.28  -88.4  2.08  7,450  12,452  67.1  11.3  3.5 

Commonwealth  Edison  2.86  -1.46  P-D  2.40  6,830  12,068  76.7  9.8  2.8 

Consolidated  Edison  4.53  1.27  -72.0  2.00  6,759  12,873  90.5  11.7  3.4 


Duke  Power  2.41  0.30  -87.6  1.63  4,611  7,680         66.6  11.7  3.6 

Public  Svc  Elec  &  Gas        2.86  0.04  -98.6  1.92  5,125  7,568         47.7  11.4  4.5 

So  Calif  Edison  3.88  -0.53  P-D  1.92  5,646  11,657        106.5  11.6  2.8 


Southern  Company  1.98  -1.46  P-D  1.48  9,044  19,657        117.3  11.5  2.1 

Va  Electric  &  Power  1  92  0.53  -72.4  1.24  4,802  7,468         55.5  10.2  3.7 


*  Earnings  per  share  including  cost  savings  that  would  result  from  the  replacement  of  property  would  be:  American  Can,  $7.36;  Continental  Group,  $4.78;  Georgia- 
Pacific,  $2.52;  Int'l  Paper,  $6.07;  Republic  Steel,  $3.92.    P-D  Profit  to  deficit.    D-D  Deficit  to  deficit,    def.  Deficit. 
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FIRE  US  OFF 
SOME  ANGRYCOUPONS. 


Sirs,  this  information 
is  lon^  overdue! 

Send,  right  away,  all  the 
information  you've  got  about 
Arkansas'  accessibility  to  major 
transportation  routes.  I've  got  a 
company  that's  moving  fast.  So, 
hurry... please.  Send  to: 

AIDC,  State  Capitol, 

Little  Rock,  Arkansas  72201 


71 


My  labor  costs  have  gone 
through  the  roof!  And  you're 
keeping  information  from  me 
concerning  Arkansas'  free 
industrial  training  program! 

Through  Arkansas'  state-funded  pre- 
employment  training  program,  you  will  train 
workers  in  the  skills  I  need  before  I  even  open 
my  doors!  I'll  save  labor  and  training  costs. 
I'm  almost  too  angry  to  write,  but  not  quite . . . 
Send  to: 

AIDC,  State  Capitol,  Little  Rock,  Arkansas  72201 


Why  haven't  you  told  me 
about  those  fabulous 
industrial  sites  in 
Arkansas? 

It's  your  fault.  You've  told  thousands 
of  industrialists  about  the  availability 
of  prime,  low-cost  industrial  sites  in 
Arkansas.  But,  you  haven't  told  me. 
You  have  excellent  access  to  the 
Midwest,  and  an  abundance  of  natural 
resources  and  plenty  of  skilled  labor. 
Arkansas  presents  outstanding 
opportunities  for  increasing  profits. 
And,  it's  high  time  I  heard  about  it! 
Fire  off  UrAIDC,  State  Capitol, 

Little  Rock,  Arkansas  72201 


With  local  government  breathing  down 
my  neck  .  .  .  how's  a  guy  going  to  make  a 
profit  anymore? 

Through  progressive  legislation,  many 
Arkansas  communities  have  completely 
financed  incoming  industries.  Local 
governments  have  the  power  to  issue 
bonds  without  a  general  election.  I  want 
to  know  more  and  I  want  it  NOW! 
AIDC,  State  Capitol,  Little  Rock,  Arkansas  72201 


II 


II 


Ion*  vc  Keen  Holding  Out 
on  Me!  What's  This 
I  hear  About  Arkansas'* 
Low  Tax  Rates. 

I've  heard  that  Arkansas  has  the  lowest  per  capita 
tax  in  the  country.  And,  that  taxes  are  rising  in  Arkansas 
slower  than  in  46  other  states.  Promise  you'll  send 
something  on  this  to  me  rinht  away. ..O.K.?  Send  right 
away  to: 

MIX:.  Slate  Capitol.  Little  Rock,  Arkansas  72201 
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ARKANSAS 

It's  time  you  learned  the  whole  story 

AC  501/371-1121 


Survival 
of  the 

fittest. 


We  build  machinery  for  an  unforgiving  world.  A  world 
where  freezing  temperatures,  or  abrasive  dust,  or  an 
unexpected  gullywasher  are  no  excuse  for  a  wasted  hour. 
A  world  where  the  stakes  are  high  and  you  seldom  get 
a  second  chance  to  meet  a  deadline. 

So  we  build  Clark  products  with  rough  conditions 
in  mind.  Then  back  them  with  a  worldwide  network  of 
dealers  who  know  how  to  keep  them  fit.  With  factory- 
trained  mechanics.  Healthy  parts  inventories.  Every- 
thing it  takes  to  keep  our  customers  up  and  running. 

In  our  world,  only  the  fittest  survive.  That's  why, 
year  after  year,  the  tough  jobs  come  to  Clark. 

Clark  Equipment  Company,  Buchanan,  MI  49107. 


Clark  gets  it  done 


Clark  lift  truck  works  around  the 
3ck  unloading  ships. 


Clark's  Mel  roe  Bobcat  loader  maneuvers  a  big  load  in  tight  quarters. 


The  world's  largest  planetary  axle  gets  a 
pre-installation  checkup. 


Underground  marble  mining— a  dusty  job  for  a  Clark  125B  loader. 


The  Bighorn  stands  proudly 
at  the  doorstep  of  extinction. 

Are  you  taking  the  right  steps 
to  prevent  a  similar  fate? 

The  Bighorn  Sheep  of  North  America  numbered  millions 
before  the  continent  was  settled.  Since  it's  been  hunted  for  both  food  and 
game,  the  only  thing  that  has  enabled  this  animal  to  survive 
is  the  protection  of  Federal  law. 

No  matter  how  mighty  your  company  may  be, 
the  threat  of  disaster  still  exists.  But  you  can  improve  your  chances  of 
survival  simply  by  respecting  the  basic  laws  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park,  Johnston.  Rhode  Island  0291  9 


Exxon's  Small  Businesses 


A  string  of  products  with  funny  names  that  have  nothing  to  do  with  oil  are 
Exxon's  substitute  for  the  massive  acquisitions  of  other  oil  companies. 


When  venture  capital  was  hot  in  the 
late  Sixties,  some  of  the  biggest,  smart- 
est corporations  backed  infant  enter- 
prises, trying  to  nurse  them  to  adulthood 
with  healthy  feedings  of  capital  and  man- 
agement. One  by  one  most  big  backers 
dropped  out:  Gulf,  Eaton,  Scott  Paper, 
duPont,  General  Telephone  &  Electron- 
ics, Singer,  VV.R.  Grace,  to  name  but  a 
few.  It  seemed  that  entrepreneurs  were 
one  thing,  corporate  managers  some- 
thing else.  Never  the  twain  could  coexist 
in  one  boardroom. 

But  Exxon  held  on.  Under  a  silver- 
haired  University  of  Pennsylvania  engi- 
neer, Hollister  B.  (Ben)  Sykes,  its  New 
Business  Development  &  Venture  Cap- 
ital Investment  operation  absorbed  $100 
million  and  kept  going.  With  excellent 
results.  Sykes  estimates  that  Exxon  al- 
ready has  three-quarters  of  its  money 
back  in  the  estimated  market  value  of 
just  two  of  its  25  projects.  Exxon  has 
already  had  three  winners:  Vydec,  mak- 
er of  a  word  processor  with  display 
screen;  Zilog,  a  maker  of  microproces- 
sors; and  Qwip,  which  produces  a  tele- 
phone facsimile  transmitting  system. 
The  first  two  are  venture  capital  invest- 
ments, in  which  Exxon  owns  a  majority 
interest;  the  third  is  100%  owned. 

Here  is  the  difficult  goal  that  Sykes 
set.  Every  new  venture  at  the  outset 
must  look  as  though  it  can  become  at 
least  a  $100-million  company  in  a  new 
industry.  "You  know  you  can't  identify  a 
new  industry  until  you  look  back  on  it 
years  afterward,"  Sykes  explains,  "so 
we're  trying  to  create  rather  than  move 
into  something  already  existing." 

Nobody,  not  even  Sykes,  whose  rec- 
ord is  enviable,  can  succeed  in  the  ven- 
ture business  without  a  painful  load  of 
error  among  the  trials.  But  the  results 
thus  far  at  Exxon  would  seem  to  indicate 
that  Sykes  and  his  people  have  profited 
from  their  failures.  Exxon's  efforts  have 
now  been  winnowed  to  three  fields. 

One,  predictably,  is  energy.  Exxon's 
ventures  include  a  maker  of  solar  panels 
for  home-heating  systems  and  a  maker  of 
solar  cells,  a  product  that  has  already 
reached  the  point  of  generating  power  in 
a  remote  African  village  where  it  is  oper- 
ating television  receivers. 

Exxon  has  also  invested  in  ventures  to 


develop  new  materials  to  replace  such 
basic  items  as  steel.  For  instance,  Graf- 
tek,  a  graphite  fiber  reinforced  plastic,  is 
said  to  be  as  strong  as  steel  in  some 
applications  but  with  only  one-fifth  the 
weight.  It's  already  being  used  in  such 
products  as  golf  club  shafts  and  fishing 
rods.  But  Sykes  talks  about  a  future  mar- 
ket of  possibly  as  much  as  300  million 
pounds  at  maybe  $2  to  $5  a  pound  in 
lightweight  energy-saving  transportation 
components. 

But  when  Sykes  talks  about  his  other 
major  industry  dream — the  information 


short  of  capital  for  cement  production. 

But  it  bombed.  The  process  was  near- 
ly as  capital-intensive  as  cement  blocks 
and  customers  wanted  proof  that  the 
blocks  wouldn't  disintegrate  after  40 
years.  Even  the  lab  people  couldn't  fig- 
ure out  how  to  demonstrate  that. 

Acquisitions  were  tried  too;  not  the 
sort  of  diversification  oil  companies  such 
as  Mobil  and  Atlantic  Richfield  have 
been  making — into  retailing  and  contain- 
ers— but  those  with  big  growth  pros- 
pects. Exxon  spent  $37  million  in  stock 
to  buy  American  Cryogenics,  Inc.,  a 


Exxon's  Ben  Sykes:  "Everyone  makes  the  mistake  of  saying,  'How  can  these  small 
venture  startups  make  any  meaningful  contribution  to  Exxon?'  " 


processing  products  with  those  odd 
names,  Vydec,  Zilog  and  Qwip — he 
envisions  Exxon  one  day  coming  up  head 
to  head  against  IBM  in  office  systems. 

Back  in  the  1960s,  when  Exxon  began 
seriously  to  contemplate  new  ventures 
outside  energy,  the  first  direction  was 
toward  development  of  nonenergy  tech- 
nology coming  out  of  Exxon's  basic  re- 
search laboratories.  But  it  took  only  a 
few  failures  to  persuade  Sykes  that  this 
was  an  unproductive  tack.  One  classic 
example  that  helped  convince  him  was  a 
process  for  turning  a  petroleum  product 
mixed  with  soil  into  building  blocks  for 
use  in  undeveloped  countries  that  were 


company  with  a  process  for  making  in- 
dustrial gas.  But  it  wasn't  competitive, 
and,  after  nine  years,  Exxon  sold  it. 

Exxon  s  acquisition  approach  was  self- 
defeating.  Where  a  company  was  pro- 
ducing sales  and  profits  and  had  had  a 
measurable  impact  on  an  industry,  its 
biggest  burst  of  growth  was  probably 
over  and  its  price  was  too  high.  Besides, 
Exxon's  top  management  tended  to  cri- 
tique every  such  proposal  to  death. 

About  ten  years  ago,  Exxon  decided 
that  the  way  to  go  was  to  pick  about  ten 
broad  areas  to  explore  for  big  growth 
potential  and  a  new  marketing  or  techno- 
logical   idea.    That   produced  another 
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Bank  manager  Fran  Fuchs  has  a 
neighborly  rapport  with  many  of  her 
customers.  She  also  has  friendly  feelings 
for  TV  Guide's  writers.  "You  feel  that 
they  are  very  human"  she  says.  "I  do 
find  myself  discussmg  TV  Guide  articles 
with  customers.  The  articles  are  very 
interesting  and  I  do  like  the  style  of 
writing'.' 


Dick  Felker  heads  the  Downtown 
Area  Council  of  the  Atlanta  Chamber  of 
Commerce.  About  TV  Guide,  he  says, 
"TV  Guide  gives  good  insights  into 
very  timely  topics.  Violence,  for 
example.  I've  never  had  the  feeling  they 
were  trying  to  slant  it  all  one  way.  It 
seems  to  be  pretty  objective!' 

Perry  Morris,  insurance  man  and 
avid  golfer,  told  us,  "TV  Guide  is 
getting  more  into  writing  about  the 
politics  and  sociological  aspects 

of  tv.  It's  interesting  to  me  because 
television  is  my  main  source  of  news, 
entertainment  and  relaxing,  other  than 
playing  golf.  TV  Guide  gives  me  some 
little  insights  and  background  on  things 
that  I'm  seeing  on  tv'.' 


"I  feel  that  any  time  you  can  get  to 
forty  or  fifty  million  people,  ifs  an 
advertising  dollar  well  spentj'  says 
Terry  Brantley,  owner  of  one  of  the 
nation's  largest  Lincoln-Mercury  dealer- 
ships. "Every  time  you  pick  that  TV  Guide 
up,  you're  going  to  run  across  that  piece 
of  advertising'.' 


Most  Americans  can  feel  the  impact  of  television  on  their 
lives.  And  they  want  to  know  more  about  it. 

That's  why  42.7  million  adults  make  a  point  of  reading 
TV  Guide  every  week. 

We  respond  to  their  concern  with  authoritative  writing  that' 
earned  their  trust;  and  we  do  it  with  style. 

America  read< 


It's  got  an  excellent 


cord'.' 


What  attracts  people 
to  a  magazine?  And  keeps 
them  coming  back  week 
after  week?  This  is  what 
some  of  TV  Guide's  readers 
in  Atlanta  had  to  say. 

Spurgeon  Richardson, 
Director  of  Marketing  for  the  Six 
Flags  Over  Georgia  theme  park, 
takes  a  personal  and  professional 
interest  in  TV  Guide.  He  says, 
"TV  Guide  is  the  most  credible 
publication  as  it  relates  to  what's 
going  on  in  television.  When  you 
see  something  in  TV  Guide, 
you  believe  it.  It  gives  a  much 
more  in-depth  perspective 
of  the  entertainment  busi- 
ness and  what's  going 
on  in  television  than 
any  other  source 
I  know  of.  It's  got  an 
excellent  track  record'.' 


Advertisers  understand  that  kind  of  environment  as  an 
portunity. .  .to  reach  people. .  .to  sell  products. .  .to  get  the  most 
t  of  an  advertising  dollar. 

That's  why  last  year  advertisers  invested  more  ad  dollars  in 
r  Guide  than  in  any  other  magazine,  ever. 

Sell  to  America  in  America's  best  selling  magazine. 


fV  Guide. 
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TRIANGLE  PUBIICAIIONS  INC 


We  look  for  the  quiet  roads  as  well  as  the  convenient  ones.  We  look  for  the  trees  and  the 
hillsides.  For  room  to  breathe  as  well  as  build.  From  site  selection  and  architectural  design 
through  engineering  and  construction,  Maryland  Properties  creates  the  perfect  places  for 
business.  Because  they're  the  perfect  places  for  people. 

Like  the  Hunt  Valley  Business  Community.  Security  Industrial  Park.  And  Loveton  Cen- 
ter, an  exciting  new  business  community  in  northern  Baltimore  County.  In  the  past  twelve 
years  we've  developed  a  host  of  new  locations  for  national  and  local  companies  of  all  ^CSk 
sizes  and  endeavors.  And  we'll  do  the  same  for  you. 

For  more  information,  call  Ed  Ely,  Maryland  Properties,  Inc., 
11011  McCormick  Road,  Hunt  Valley,  MD  21031.  Phone  301- 
667-7736. 

We  start  with  the  quality  of  life.  And  it  works. 
Maryland  Properties,  Inc.  A  subsidiary  of  McCormick  &  Company,  Inc 
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FIDELITY'S  MESSAGE  TO  THOSE 
SEEKING  HIGHER  TAX-FREE  INCOME: 


Fidelity  High  Yield  Municipals 
urges  investors  to  compare  it  with 
other  municipal  bond  investments. 

There  is  no  sales  charge.  All 
of  your  investment  is  put  to  work 
seeking  higher  tax-free*  income. 

Fidelity  carefully  selects  and 
continually  manages  the  bonds  in 
the  portfolio.  This  review,  before  and 
after  the  bonds  are  purchased,  is 
important . 

Investors  enjoy  immediate 
liquidity,  daily  price  quotations,  and 
many  other  benefits.  Write  or  call 
today  for  more  information  and 
compare. 

*A  portion  may  be  subject  to  Federal,  stale  or  local  tax 

CALL  FREE 

(800)225-6190 

In  Mass. Call  ColUct  (617)726-0650 


FIDELITY 
HIGH  YIELD 


PO  Box  832,  Dept.  FF806I2 

32  Devonshire  St.,  Boston.  Mass  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for 
a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 

Same  ■  

Address  . 

City  State  Zip  


I FIDELITY  GROUP 
Over  $3.5  billion  of  assets  under  management. 


string  of  educational  trials  and  errors. 
Consumers  weren  t  ready  to  eat  artificial 
food  made  of  biosynthetie  protein. 

Exxon  also  came  up  empty  on  factory- 
built  housing,  as  have  scores  of  venturers 
since  World  War  II.  Local  bureaucratic 
hassles  over  zoning  and  sites,  the  need 
for  lots  of  seasonal  financing  and  the 
fundamental  lack  of  much  new  technolo- 
gy killed  that  one.  The  lure  of  health  and 
medical  products  got  the  company  to 
buy  a  piece  of  a  maker  of  electrical  surgi- 
cal instruments.  But  that  hasn't  met 
Sykes'  $100-million  criterion,  and  the 
field  is  fraught  with  legal  liability  prob- 
lems such  as  equipment  failures. 

Still  others  died  aborning,  leaving 
only  those  three  areas — solar  energy, 
new  materials  and  information  process- 
ing— as  survivors  of  the  original  ten. 

Sykes'  information-processing  ven- 
tures now  number  14  and,  as  thev  devel- 


"  . . .  'All  sizable  ventures 
started  small  and  became 
industries.  We're  looking  for 
new  industries' .  .  ." 


op,  he  sees  Exxon  able  to  offer  an  array 
of  related  equipment  and  services  to 
business.  The  list  beyond  Vydec,  Zilog 
and  Qwip  include  Qyx,  a  low-priced 
memory  typewriter  that  can  be  linked  to 
other  typewriters  to  send  electronic- 
mail;  an  optical  information  system  that 
uses  a  semiconductor  laser  to  send  data 
faster  than  electrical  impulses  carry  it 
and  which  also  can  "write"  on  paper  in 
copying  machines;  and  Dialog  Systems, 
a  device  that  will  enable  a  person  to 
direct  a  computer  by  voice. 

Right  now  only  three  of  these  projects 
are  producing  significant  revenues.  Vy- 
dec, which  was  developed  at  Hewlett- 
Packard  and  came  to  Exxon  in  1971 
when  H-P  chose  not  to  back  it,  will  place 
about  $40  million  of  its  units  this  year. 
Zilog  developed  when  Sykes  recruited  a 
microprocessor  designer  who  left  Intel 
Corp.  Sales  of  Zilog  will  run  around  $20 
million  this  year  compared  with  only 
$300,000  two  years  ago.  Quip's  will  also 
hit  $20  million  this  year. 

In  the  hands  of  private  venture  cap- 
italists, such  developments  would  either 
be  heading  for  public  offerings  or  they 
would  be  looking  around  for  more  devel- 
opment money.  But  Exxon  can  afford  to 
hang  in  there  without  having  to  think 
much  now  about  getting  money  out. 

To  questions  of  why  such  relative  nick- 
el-and-dime  operations  should  mean 
anything  to  Exxon,  Sykes  answers,  "All 
the  sizable  ventures  that  are  developing 
new  markets  started  out  very  small  and 
became  industries.  We're  looking  for 
new  industries.'  Say  this  for  what  Sykes 
is  doing:  Exxon  can  afford  it.  ■ 
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TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 

And  the  best  place  for  that  is  TIME. 

There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4452. 


The  news  magazine  for  the  internationally  minded 


Faces  Behind  The  Figures 


Mystery  Stock 

Why,  during  the  stock  market  doldrums 
of  February  and  March,  did  the  stock  of 
Studebaker-Worthington  hit  an  alltime 
high?  Why,  last  month,  did  it  spurt  10 
points  in  eight  days  to  $66 — up  more 
than  50%  from  six  months  before,  and 
the  highest  in  Chairman  Derald  H.  Rut- 
tenberg's  ten-year  reign? 

"First  of  all,"  Ruttenberg  says,  "I 
think  that  we  are  very  close  to  the  ulti- 
mate consummation  of  our  restructure 
plan."  That  four-year-old  plan  has  in- 
volved lopping  off  some  15  subsidiaries 
and  divisions  to  change  Studebaker- 
Worthington  from  a  conglomerate  to  a 
manufacturer  of  industrial  equipment 
which  now  accounts  for  two-thirds  of  S- 
W's  sales.  Ruttenberg  says  he  now  com- 
petes with  Dresser,  Gardner- Denver, 
Joy  and  Ingersoll-Rand. 

There  was  another  factor  in  the  stock's 
leap,  however:  the  elaborate  swap  Rut- 
tenberg engineered  last  month  when  Es- 
mark  bought  STP,  the  automotive  oil 
and  filter  firm,  61%  of  which  was  owned 
by  S-W.  Esmark  had  offered  $22.50  per 
share  cash.  That  would  have  come  to 
some  $70  million  for  S-W's  3.1  million 
shares,  on  which  Ruttenberg  would  have 
had  to  pay  capital  gains.  Instead,  he 
traded  all  but  700,000  shares  of  STP  for 
867,197  S-W  shares  held  by  pension 
funds  and  other  institutions  at  a  time 


It's  Names  That  Break  Your  Bones:  Rut- 
tenberg doesn't  want  people  to  call  his 
company  a  conglomerate,  but  they  do. 


when  S-W  was  selling  for  55-56.  The 
institutions  would  receive  the  equivalent 
of  $63  in  STP  stock  at  the  price  Esmark 
was  offering.  The  premium  Ruttenberg 
gave  them,  he  figured,  was  in  part  offset 
by  the  tax  benefits. 

In  addition  to  the  tax  angle,  in  any 
case,  the  swap  in  lieu  of  a  cash  sellout 
also  had  the  effect  of  keeping  down  the 
cash  balances  of  S-W.  The  company  al- 
ready has  $54  million  on  the  books  and 
another  $47  million  coming  in  from  the 
sale  of  its  Susquehanna  subsidiary, 
which  makes  insulating  materials,  to  Bel- 
gium's Eteroutremer  S.A. 

All  this  leads  to  a  third  possible  reason 
for  the  recent  strength  in  S-W:  At  6 
times  earnings,  compared  with  11  for 
Ingersoll-Rand,  12  for  Joy  and  14  for 
Gardner- Denver,  it  may  look  to  all  kinds 
of  investors  like  an  irresistible  buy.  ■ 


Survival  Plus 

Predictably,  Merrill  Lynch's  recent  ac- 
quisition of  investment  bankers  White, 
Weld  has  ended  in  yet  another  blood- 
bath. Of  White,  Weld's  27  senior  ana- 
lysts only  ten  made  the  new  payroll. 

Now  meet  a  survivor:  Prematurely 
graying  Louis  (Lou)  Perlmutter,  42,  a 
dapper,  cigar-smoking  lawyer,  who 
headed  White,  Weld's  mergers  and  ac- 
quisitions department.  M&A  was  White. 
Weld's  crown  jewel.  Last  year  the  de- 


partment had  a  hand  in  18  corporate 
buy-outs  or  marriages  (including  Pepsi- 
Co's  purchase  of  Pizza  Hut,  and  Houston 
Natural  Gas  of  Pott  Industries)  worth 
$963  million.  Perlmutter  generated 
some  $7  million  in  fee  revenue;  approxi- 
mately $6  million  in  operating  profits 
flowed  to  the  firm.  Merrill  paid  $50  mil- 
lion for  White,  Weld;  it  will  soon  get 
back  $25  million  from  Swiss  bankers  who 
owned  a  piece  of  White,  Weld's  Europe- 
an business.  On  a  net  basis,  therefore, 
Merrill  Lynch  Chairman  Donald  T.  Re- 
gan is  buying  White,  Weld  for  less  than 
five  times  last  year's  earnings  of  Perl  mut- 
ter's five-man  department  alone.  And 
with  deals  such  as  the  $270-million  ac- 
quisition of  Inland  Container  that  Perl- 
mutter consummated  last  month  for 
Time  Inc. ,  his  volume  so  far  this  year  is 
way  ahead  of  all  of  1977. 

Naturally  Regan  is  impressed.  Last 
month  he  named  Perlmutter  head  of 
Merrill  Lynch  s  mergers  and  acquisitions 
department.  Annual  pay:  well  over 
$250,000.  ML's  own  mergers  man,  Jack 
Northrop,  57,  now  works  for  Perlmutter. 

Now  that's  survival! 

You  don't  rise  to  the  top  in  this  lucra- 
tive business  overnight.  Perlmutter,  son 
of  a  well-to-do  Newton,  Mass.  lawyer- 
turned-manufacturer,  has  been  at  it 
nearly  two  decades.  During  that  time, 
he  figures,  he  has  closed  over  60  deals 
but  has  seen  many  more  turn  sour.  And 
even  now  he  must  sweat  for  his  heavy 
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If  poor  loss  experience 
keeps  repeating  itself, 
that's  un-American. 

American  Mutual  helps  you  analyze  your  work  accidents  to 
eliminate  their  causes.  Without  double  talk. 

Then  we  help  you  to  blueprint  an  accident  prevention  pro- 
gram that  in  practice  will  give  you  better  value  for  your  insurance 
premium  dollar. 

That's  the  American  way,  the  American  Mutual  way. 

J^merican 
Jlf^ufual 

INSURANCE  COMPANIES,  WAKEFIELD,  MASS.  01 880 

We  want  to  keep  you  safe,  and  sound. 


Faces  Behind  The  Figures 


pay,  often  spending  as  much  time  in 
airplanes  and  with  clients  as  with  his  wife 
and  children:  "With  the  Tropicana  deal 
we  flew  down  to  Bradenton,  Fla.  on 
Wednesday,  finally  got  a  handshake  out 
of  [Tropicana  Chairman  Anthony  T.] 
Rossi  late  Saturday,  arrived  around  mid- 
night in  Chicago,  where  Beatrice  Foods' 
board  voted  approval  early  Sunday 
morning."  Fees  on  the  $490-million 
merger:  around  $2  million. 

Suddenly  Perlmutters  usually  taut, 
handsome  face  looks  haggard.  "You 
know,  Felix  [Rohatyn,  of  Lazard  Freres] 
is  50  and  he  s  the  old  man  of  the  busi- 
ness. With  all  the  unrelenting  intensity 
we  can  burn  out  pretty  fast." 

Wall  Street  is  no  longer  the  studied- 
casual  gentlemen  s  game  it  once  was.  ■ 


Spring  Harvest 

One  might  have  expected  a  gloomy 
report  last  month  from  International 
Harvester  on  the  results  in  its  first  fiscal 
half  (ended  Apr.  30).  After  all,  the  com- 
pany s  farm  equipment  sales  were  down 
10%  during  that  period,  and  the  first 
quarter  had  been  especially  miserable. 
First-quarter  net  was  only  $18.7  million, 
down  26%  from  the  same  period  a  year 
earlier,  with  foreign-exchange  losses 
running  $13.4  million. 

But  second-quarter  figures  showed 
that  Harvester  had  rebounded  dramati- 
cally. Currency  losses  narrowed  to  $3.5 


Diversification:  No  one  savors  it  more 
than  Keith  Potter,  financial  vice  presi- 
dent at  International  Harvester. 


million.  More  important,  according  to 
Keith  R.  Potter,  the  $6-billion  com- 
pany's executive  vice  president-finance, 
"We  were  able  to  make  up  for  the  first 
quarter  despite  the  drop  of  farm  equip- 
ment sales." 

The  saver  was  record  truck  revenues. 
Up  17%  for  the  first  half,  they  make  up 
47%  of  Harvester's  sales.  In  addition, 
construction  equipment,  12%  of  rev- 
enues, showed  a  9%  gain.  All  told,  Har- 
vester netted  $89.5  million  for  the  half, 
up  8%.  Now  Potter  expects  the  com- 
pany s  farm  equipment  sales  to  pick  up 
with  foreign  demand  for  U.S.  cotton  and 
grain,  and  he  points  out  that  Harvester 
has  introduced  a  new  kind  of  combine 
into  the  $1.5-billion  combine  market.  "It 
costs  $70,000,  but  on  average  it  sepa- 
rates the  wheat  from  the  chaff  17%  more 
efficiently,"  he  says.  ■ 


El  Salvador 

By  1967,  Mexicana  Airlines  was  losing  so 
much  money  that  the  Bank  of  America 
impounded  two  of  its  three  727s.  So 
Mexicana  elevated  to  president  Manuel 
Sosa  de  la  Vega,  an  engineer  who  had 
worked  his  way  up  from  traffic  clerk,  and 
by  the  end  of  his  first  year  in  office,  the 
airline  earned  a  modest  $500,000  and 
reclaimed  its  impounded  aircraft.  "I  had 
one  motto,"  Sosa  says.  "More  income, 
less  expense  and  more  efficiency. 

In  addition,  Sosa  gave  Mexicana  a  flair 
for  marketing.  Where  tourists  flying  on 


low  group  rates  had  been  only  an  occa- 
sional thing,  he  made  them  the  airline's 
enchiladas  and  butter.  Last  year,  for  ex- 
ample, he  introduced  a  tecolote,  or 
night-owl  flight  between  Los  Angeles 
and  Mexico  City,  at  40%  below  the  regu- 
lar fare.  Load  factors  on  the  flight  are 
running  around  98%,  and  so  Sosa  intro- 
duced a  similar  Los  Angeles-to-Guadala- 
jara  flight  this  spring. 

With  service  to  eight  U.S.  cities  and 
23  Mexican  cities,  Mexicana  now  carries 
42%  of  the  traffic  between  the  two  coun- 
tries (number  two  is  American  with  15%) 
and  flies  more  passengers  than  any  other 
Latin  American  airline,  well  ahead  of 
Brazils  Varig.  Mexicana  earned  $8.3 
million  last  year  on  revenues  of  $17  mil- 
lion. And  under  the  terms  of  a  new 
treaty,  Mexicana  will  soon  be  flying  non- 
stop between  San  Francisco  and  Mexico 
City.  Sosa,  62,  is  also  eyeing  South 
America,  particularly  Bogota  and  Lima. 
Meanwhile,  he  is  building,  in  Mexico 
City,  a  new  cargo  terminal  and  a  new 
maintenance  facility  which  will  be  the 
largest  in  Latin  America. 

With  all  the  money  slated  for  plant 
and  equipment  and  a  debt  outweighing 
equity  by  a  ratio  of  3-to-l,  it's  unlikely 
that  Sosa  will  soon  be  able  to  fulfill  his 
diversification  hopes  (hotels),  but  near- 
term  financing  doesn't  seem  to  be  a 
problem.  In  January  of  this  year,  the 
Bank  of  America  lent  Mexicana  $45  mil- 
lion for  new  planes  and,  for  the  first 
time,  the  bank  required  no  government 
guarantees.  ■ 
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The  Working  Tree: 
a  renewable  profit. 

In  1977  we  sold  nearly  $700  million  worth  of 
solid  wood,  fiber  and  paper  products. 

This  year  sales  and  production  should 
be  even  higher. 

How  will  we  do  it?  By  continuing: 
— to  focus  carefully  on  target  markets. 
— to  plan  our  production  capacity  to  make  the 
most  of  the  market  opportunities  offered  by 
our  mix  of  tree  species. 
— to  manage  intensively  and  responsibly  our 
resource  base  of  1.3  million  acres  of  prime 
forestland. 

In  the  past  five  years,  we  increased  pro- 
duction capacity  in  selected  aspects  of  lumber 
by  26%,  in  plywood  by  23%,  in  bleached 
paperboard  by  93%.  Total  fiber  conversion 
capacity  was  increased  33%.  This  was  the 
result  of  a  company-wide  capital  program 
which  cost  over  $390  million. 

During  the  next  five  years,  we  will  invest 
$600  million  more  to  enlarge  and  modernize 
our  manufacturing  facilities,  to  increase  our 
wood  refuse-burning,  energy-generating  capa- 
bility and  to  improve  our  forest  resource  base. 

We  feel  it's  good  business  to  manage 
our  forest  resource  responsibly  and  renew  it 
for  the  future.  It's  also  good  business  to  keep 
our  current  manufacturing  facilities  competitive 
to  serve  today's  markets. 

Last  year,  after  taxes  and  dividends,  we 
generated  more  than  three  times  the  cash  flow 
of  only  five  years  ago  from  basically  the  same 
timberland  base.  At  the  same  time,  we 
achieved  record  sales  and  earnings. 

For  more  facts  on  how  Potlatch  man- 
ages for  a  renewable  profit,  send  for  our 
Annual  Report.  Write:  Potlatch  Corporation, 
Public  Information  Office,  P.O.  Box  3591, 
San  Francisco,  California  94119. 


Potlatch 


We  grow  the  working  tree 


With  an  x-ray  like  this, 
xi  can  have  exploratory  surgery 
without  the  surgery 


This  is  a  new  kind  of  x-ray  picture.  Hailed  as  being  as  important 
to  medicine  as  the  discovery  of  x-ray  itself. 

It  was  made  by  a  new  unit  called  a  Computerized  Tomographic 
Scanner.  It  makes  cross-sectional  views  of  any  part  of  the  head  or  body. 
(Imagine  being  able  to  examine  any  single  slice  of  bread  in  a  loaf— 
without  removing  it  from  the  loaf! ) 

In  less  than  five  seconds,  the  General  Electric  Scanner  takes 
tens  of  thousands  of  x-ray  readings.  Then  a  computer  assembles  them 

in  a  single  view  like  the  one  you  see  at  left. 

X-ray  pictures  like  this  can  provide 
more  detail  than  ordinary  x-rays. 

They  help  doctors  locate  tumors.  Identify 
cancers.  Analyze  problems  of  the  brain,  kidney,  pancreas, 


In  1898,  the  first 
x-ray  operation 
used  a  Thomas 
Edison  machine 
to  show  a  doctor 
where  to  remove 
shotgun  pellets. 

W.  Roentgen  found 
the  "unknown  ray," 
the  x-ray,  in  1895. 


heart  and  many  other  organs.  See  many  things  that  they  could  never 
see  before  without  exploratory  surgery,  as  in  the  case  shown  here. 

Thomas  Edison,  who  helped  found  GE,  built  an  x-ray 
machine  as  early  as  1898.  But  his  machine,  like  all  those 
in  the  early  days,  was  highly  unpredictable. 
General  Electric's  Dr.  William  Coolidge  changed  all  that. 
He  developed  the  "hot  cathode"  tube  at  the  GE  Research 
Laboratory.  His  tube  delivered  a  reliable,  controllable  x-ray 
beam.  This  Coolidge  tube  is  still  the  basic  design  for  all  x-ray 
tubes  built  today. 

For  one  hundred  years  now,  General  Electric  has  placed 
great  emphasis  on  research.  It's  one  of  the  best  ways  to  solve 
problems,  like  many  that  America  faces  today.  One  of  the  best 
ways  to  keep  making  progress  for  people. 


100  Years  of 
Progress  for  People 


Dr.W.  Coolidge  of  GE  built  a 
portable  Army  x-ray  machine 
shortly  after  coming  up  with  the 
basis  for  modern  x-ray  in  1913. 


GENERAL 


ELECTRIC 


TRANSPORTATION 


An  Investment  in  the  Future 


Transportation  has  been  and  always  will  be  a  fundamental  business.  Moving  goods  from  place  to  place  is  an  essential  activity 
for  every  company  in  all  industries  Basic  as  it  is.  however,  transportation  is  constantly  changing  to  meet  new  opportunities 

and  conditions. 

Because  transportation  isour  business.  Transway  International  Corporation  has  developed  a  man- 
agement strategy  to  anticipate  and  to  change  the  face  of  transportation.  We  call  our  strategy  Total 
Modal.  Transway  has  operating  companies  that  are  active  in  all  modes  of  transport . . .  rail,  highway, 
water,  and  air.  Therefore,  Transway  has  a  Total  Modal  investment  in  the  future  of  transportation. 

Our  Total  Modal  viewpoint  enables  us  to  see  each  transportation  mode  in  terms  of  its  potential  alone  and  in  a  wide  range  of 
bimodal  and  multimodal  combinations.  Here  are  three  specific  examples: 


Piggyback  service  was  pioneered  by  Transway  forwarders 
in  collaboration  with  the  railroads.  Fully  loaded  truck 
trailers  are  placed  aboard  railway  flatcars  and  moved 
in  rail  service  to  destination  terminals  for  final  delivery  by 
motor  vehicle.  This  bimodal  innovation  provides  operating 
economies  and  more  efficient  use  of  energy. 


Roll-on/Roll-off  vessels  extend  this  bimodal  concept  by 
placing  loaded  highway  trailers  aboard  ships.  In  Central 
America  and  Ecuador  the  trailers  are  moved  by  highway  to 
final  destination.  This  transportation  system  contributes  to 
the  growth  and  development  of  the  economies  of  the  na- 
tions served. 


Great  Dane  Trailers  is  a  leading  manufacturer  of  trailers 
for  use  in  rail,  marine  and  highway  operations.  Because  of 
its  key  role  as  a  major  supplier  to  the  nation's  railroads, 
motor  carriers  and  private  truck  fleets.  Great  Dane  em- 
phasizes research  and  development,  production  effi- 
ciency and  quality  control. 


Through  these  and  other  applications  of  our  Total  Modal  investment  strategy.  Transway  has  grown  behind  the 
scenes.  If  all  of  our  transportation  companies  were  named  Transway.  you  would  be  more  familiar  with  our  corporate 
name.  Our  Total  Modal  method  of  investing  in  the  future  of  transportation  has  helped  Transway  grow  into  a 
corporation  with  overS700  million  in  revenues,  and  over  S275  million  in  total  assets. 


Total  Modal  Transportation., 
a  sound  concept  to  invest  in 


ft  ft  M"M  ft  f  JlVf 


Transway  International  Corporation 

747  Third  Avenue 

New  York.  New  York  10017 


Faces  Behind  The  Figures 


Dress  Right:  As  ambitious  career  women  don  dresses  to  get  ahead,  Leslie  Fay's  John 
Pomerantz  is  coaching  them  on  which  dresses  to  buy  and  how  to  wear  them. 


Baby  Step 

"We're  not  Procter  &  Gamble,  that's 
for  damn  sure,"  Minnesota  Mining  & 
Mfg.  Co.'s  Ernest  B.  Moffet  Jr.  admits. 
Indeed:  Despite  such  famous  consumer 
items  as  Scotch  Brand  tape,  $4-billion 
3M  is  overwhelmingly  an  innovator  and 
marketer  of  industrial  products,  not  con- 
sumer goods,  and  its  marketing  effort  has 
been  organized  accordingly.  Sandpaper 
for  the  do-it-yourselfer,  for  example,  has 
been  handled  by  the  industrial  abrasives 
group.  "There  was  no  common  thread  of 
leadership,'  Moffet  says. 

For  lack  of  it,  a  number  of  new  con- 
sumer products  have  been  bombing  in 
the  marketplace.  So  last  year,  Moffet, 
52,  a  3M  veteran  of  31  years,  was  placed 
in  charge  of  a  newly  formed  consumer 
products  group.  His  assignment  is  to  pull 
together  the  bits  and  pieces  of  3M's  re- 
tail volume  and  give  it  his  single-minded 
attention. 

A  measure  of  the  task  Moffet  faces  is 
the  slow  pace  at  which  he  has  proceeded 
thus  far.  While  3M's  commercial  tape, 
hardware  and  household  products  are 
now  his  responsibility',  other  consumer 
products,  such  as  blank  tapes  for  tape 
recorders,  are  still  handled  by  the  indus- 
trial marketers.  "Downstream,  they 
could  join  our  group,"  Moffet  says,  "but 
we  want  to  get  organized  first.  And  then 
we'll  have  to  rely  on  our  strength,  which 
is  technology  with  perceivable  value." 
Once  his  $246-million  sales  group  is  well 


Step  Right  Up,  Little  Lady:  Ernest  Moffet 
jr.'s  new  group  will  aim  3M  merchandis- 
ing directly  at  the  retail  customer. 


established,  however,  its  growth  rate  of 
10%  to  15%  could  take  off.  "When  we 
put  in  direct  entries  that  are  not  spinoffs 
of  existing  technology,"  Moffet  says,  "we 
could  grow  pretty  fast."  ■ 


Full  Circle 

"I'm  completely  liberated  now,"  gurgles 
the  luscious  model.  "That  means  I  can 
dress  like  a  girl  again.  "  And  off  she  twirls 
across  the  closed-circuit  TV  screen  ex- 
hibiting the  latest  in  fashion — a  dress. 
The  producer  of  this  five-minute  tape 
called  "How  to  Dress  in  a  Dress,"  shown 
on  monitors  set  up  in  125  department 
and  specialty  stores  across  the  country  is 
John  Pomerantz,  president  of  $170-mil- 
lion  Leslie  Fay,  which,  not  surprisingly, 
makes  dresses.  "When  dresses  started 
coming  back  last  year,"  Pomerantz  says, 
"we  realized  that  thousands  of  women 
had  never  worn  a  dress,  and  we  wanted  a 
way  to  make  them  feel  okay  in  one."  The 
retail  stores'  reaction  to  the  tape  is  en- 
thusiastic. One  example  is  Joseph  Home 
Co.,  in  Pittsburgh,  where  Leslie  Fay 
dresses  are  the  largest  seller  in  the 
misses'  department  and  where  a  buyer 
feels  that  the  tape  has  "attracted  custom- 
ers to  the  department  and  made  them 
more  aware.  Pomerantz  predicts  sales 
of  $250  million  by  1980. 

Why  dresses?  Pomerantz  says  they  re 
more  comfortable  for  sitting  in  offices, 
while  pantsuits,  the  rage  for  a  decade, 
were  more  comfortable  for  standing.  An 


informal  survey  by  Forbes,  however, 
indicates  that  the  return  of  the  dress  may 
indeed  be  part  of  Women's  Lib.  "You 
wear  jeans  to  show  you  don't  care  about  a 
company,"  says  one  respondent.  "Then, 
you  want  to  keep  the  job,  so  you  wear  a 
pantsuit  as  a  concession.  Then,  you  de- 
cide you  want  to  get  ahead,  and  so  you 
buy  a  dress."  ■ 


New  China  Hand 

When  the  Chinese,  in  1962,  discov- 
ered an  oil  field  extending  out  into  the 
Yellow  Sea,  they  extended  the  continent 
in  a  giant  land-fill  project  that  was  testi- 
mony to  determination,  an  awesome  la- 
bor surplus  and  a  lack  of  offshore  drilling 
technology.  No  sooner  had  Nixon  visited 
China  in  1972  than  the  Chinese  initiated 
quiet  inquiries  about  U.S.  drilling 
equipment,  and  no  one  is  happier  than 
Theodore  C.  Rogers,  president  of  Na- 
tional Supply  Co.,  the  oil-field  equip- 
ment division  of  Armco  Steel.  Rogers 
reckons  National  will  soon  have  eight 
rigs  working  in  the  Chinese  waters — two 
production  platforms  that  it  sold  directly 
two  months  ago,  plus  equipment  for  rigs 
being  constructed  by,  among  others, 
Bethlehem  Steel  and  Marathon  Manu- 
facturing. In  other  words,  the  $40-mil- 
lion  annual  business  National  does  di- 
rectly with  China  is  only  a  start. 

National,  the  world's  largest  supplier 
of  oil  rigs,  accounted  for  some  45%  of 
Armco's  $120-million  earnings  last  year. 
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Faces  Behind  The  Figures 


Fungible:  Oil  is  oil,  and,  as  far  as  Theo- 
dore Rogers  is  concerned,  money  is 
money — even  from  Communist  China. 


With  U.S.  and  Japanese  estimates  of 
China's  oil"  reserv  es  ranging  from  40  bil- 
lion to  100  billion  barrels  (U.S.  reserves 
are  47  billion),  and  with  no  steel  boom  in 
sight,  the  division  this  year  will  account 
for  even  more — one  reason  why  Armco 
Steel  in  April  got  approval  to  change  its 
name  to  Armco.  Inc. 

Unrest  after  Mao  Tse-tung  s  death  in 
1976  slowed  China  s  oil  push,  says  Rog- 
ers, but  "now  it  is  proceeding  full  tilt  and 
prospects  are  excellent.  ■ 


The  Explainer 

By  the  time  gasoline  reaches  your  local 
service  station,  it  has  passed  through  a 
processing  and  distribution  system  so 
complex  that  only  oilmen  understand  it. 
But  even  they  have  difficulty  in  under- 
standing the  added  factor  of  Department 
of  Energy  regulations,  which  can  ulti- 
mately determine  what  the  station  own- 
er charges  you.  That's  where  Ezra  C. 
Levine  comes  in.  This  34-year-old  New 
York-born  attorney  is  the  Energy  De- 
partment's assistant  general  counsel  for 
interpretations  and  rulings — bureaucra- 
tese  for  the  guy  who  explains  things. 
Levine  and  his  staff  of  17  interpret  regu- 
lations governing  everything  from  the 
wellhead  price  of  crude  to  the  credit- 
card  machines  in  gas  stations.  Their  most 
recent  ruling  allows  oil  companies  own- 
ing common  carriers,  such  as  pipelines 
and  trucks,  to  price  their  product  to 


include  a  fair  profit  for  the  common  car- 
rier. This  was  a  case  in  which  there  was 
clearly  an  ambiguity  ,"  says  Levine,  who 
formerly  wrote  opinions  for  the  FCC. 
"We  tried  to  give  a  common-sen6e  re- 
sponse. Successfully.  I  think. 

Common  sense,  in  fact,  is  Levine's 
strong  suit  jn  his  new  job.  "You  can't 
have  a  good  guy/bad  guv  attitude  in  here 
or  you  become  dogmatic,  says  the  one- 
time law  review  editor  from  Rutgers  Law 
School.  "I've  been  dealing  with  oil  com- 
pany attorneys  since  1974,  and  they 
don't  wear  black  hats.  It's  important  to 
listen  to  people;  we  can  learn  a  lot  from 
people  in  the  industry." 

When  Levine  s  post  was  created  last 
summer,  he  faced  a  backlog  of  more  than 
200  requests  for  clarifications.  Now  that's 
down  to  12.  But  he  hasn't  had  much  time 
for  his  hobby:  driving  his  1939  fire  truck, 
a  White  pumper.  Besides,  he  says,  "do 
you  know  how  much  gasoline  for  that 
thing  costs?"  ■ 


Energy  Programmer:  Ezra  Levine 
doesn't  make  Energy  Department  rules, 
but  he  decides  what  thev  mean. 


Tennis,  Anyone? 

After  18  years  of  peddling  shoes,  Ed- 
ward D.  Solomon  in  1974  was  rewarded 
with  the  number-two  spot  at  Hartfield- 
Zodys,  the  California  discounter  and 
shoe  retailer.  Six  months  later,  the  com- 
pany filed  for  Chapter  XI  bankruptcy 
proceedings — and  provided  Solomon 
with  the  chance  to  move  up  to  a  lifestyle 


California  Here  I  Am:  Ed  Solomon  sud- 
denly found  himself  in  the  right  place  at 
the  right  time — after  18  years. 


he  might  have  fantasized  about  but  nev- 
er could  have  achieved  working  as  a 
lowly  shoe  salesman. 

Harrfield-Zodv  s  made  a  surprisingly 
quick  comeback.  Protected  by  the  court, 
it  shed  its  worst  money-losing  stores — 
some  60  out  of  250  units — simply  by 
breaking  the  leases.  The  landlords  went 
to  the  bottom  of  the  creditors  list,  w  hile 
suppliers,  guaranteed  payment  by  the 
court,  went  to  the  top.  In  1976  Hartfield- 
Zodys  emerged  from  bankruptcy  with 
hefty  earnings  and  a  S43-million  tax-loss 
carryforward.  Solomon,  who  did  much  of 
the  restructuring,  emerged  as  chief  ex- 
ecutive officer  and  the  owner  of  a  fistful 
of  stock  options.  In  April  he  announced 
earnings  up  20%  to  a  record  $2.29  a 
share,  and  with  the  stock  having  moved 
from  81  to  88.  he  is  well  on  his  way  to 
becoming  a  substantial  paper 
millionaire. 

He's  also  building  himself  quite  an 
image.  Now  47.  he  sports  a  mod  hair 
style,  owns  a  luxurious  Palm  Springs 
condominium  and  rarely  misses  any  pro- 
fessional sports  within  range  of  his  Cadil- 
lac Seville.  "I  guess  you  could  call  me  a 
sports  nut.   he  says. 

These  days.  Solomon  would  sooner 
describe  a  recent  tennis  lesson  with  Pan- 
cho  Segura.  Jimmy  Connors  coach,  than 
talk  about  how  he  plans  to  use  that  huge 
tax-loss  carryforward.  An  acquisition?  A 
sellout?  Is  it  even  a  problem?  When 
asked,  Solomon  huffs:  "Our  earnings  will 
take  care  of  that.  ■ 
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A  Child 
shall  lead  them 


There's  hope  for  this  country,  when 
more  than  8  out  of  10  teenagers  in 
a  nation-wide  survey  believe 
that  free  enterprise  is  the  best  of  all 
economic  systems,  that  the  worker 
is  better  off  under  the  American 
system  than  under  the  system  of 
any  other  country  and  that  the  profit 
motive  is  essential  for  the  survival 
of  America. 

But,  at  the  same  time,  a  like  survey 
of  adults  shows  that  they  believe 
businessmen  cheat  customers,  fix 
prices  and  get  ahead  by  bribery. 

Hopeless?  No,  hopeful.  The  first 
survey  was  among  the  smartest, 
brightest  youngsters,  who  will  be 
running  this  country  tomorrow;  the 
second  was  among  the  tired  and 
frustrated.  Education  is  the  most 
powerful  weapon  of  culture,  and  it 
seems  to  be  winning  out  where 
it  counts. 


WARNER  &  SWASEY 


The  new  Warner  &  Swasey  Model  5350  con- 
trol represents  the  latest  in  computer  numer- 
ical machine  controls.  Manufactured  by  the 
Controls  Division  in  Solon,  Ohio,  the  5350  is 
being  marketed  for  use  with  the  Turning  Ma- 
chine Division's  line  of  column-type  machines. 


oductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

978  THE  WARNER  &  SWASEY  COMPANY      Executive  Offices:  1 1 000  Cedar  Avenue,  Cleveland,  Ohio  441 06 


After  73  years, 

E  F  Hutton  &  Company 
still  has  one  name. 


In  an  industry  that  undergoes  ups  and  downs, 
mergers  and  constant  change,  E.F.  Hutton  has  always 
stood  for  reliability  and  dependability. 

Through  all  those  years,  we've  maintained  an  un- 
broken record  of  profitability  and  of  continuous  service 
to  our  customers. 

And  now,  as  we  approach  our  three-quarter  century 
mark,  that  stability  seems  even  more  impressive. 


When  EF  Hutton  talks,peopte  listen. 


FORBES  Money  And  Investments 


The  Economy 


Bottlenecks?  Not  Likely 


While  the  fast-shrinking  jobless  rate  has  scary  implications  for 
inflation,  what  about  industrial  capacity?  Are  we  running  as 
short  of  spare  capacity  as  we  seem  to  be  of  skilled  labor?  Has 
the  long  slump  in  industrial  spending  taken  its  toll  of  our  stock 
of  machinery  and  equipment? 

A  full  five  years  will  have  passed  by  the  time,  late  this  year, 
that  business  investment  in 


new  plant  and  equipment  fi- 
nally gets  back  to  its  pre- 
vious peak.  It  dropped  near- 
ly 18%  in  real  terms  from 
that  peak  at  the  end  of  1973 
to  the  recession  low  in  1975, 
and  has  been  recovering 
slowly  ever  since.  This 
seemingly  turtle-like  recov- 
ery of  capital  spending  is 
one  of  the  reasons  U.S.  pro- 
ductivity gains  have  been  so 
anemic  and  the  economy  so 
inflation-prone. 

Everybody  can  remem- 
ber the  hectic  days  of  1973 
and  1974.  Purchasing  agents 
scrambled  to  line  up  raw 
materials  and  parts,  paying 
ever-higher  prices,  in  an  oc- 
casionally vain  effort  to  keep 
their  own  plants  operating. 
Things  were  so  bad  that 
John  Dunlop,  the  Harvard 
economist  and  dean  who 
was  then  director  of  the 
Cost  of  Living  Council,  was 
offering  some  industries 
early  escapes  from  price 
controls  in  return  for  prom- 
ises that  they  would  quickly 
expand  their  production  ca- 
pacity. Later,  as  Secretary 
of  Labor,  Dunlop  urged 
special  tax  breaks  for  utili- 
ties because  he  was  con- 
vinced the  first  shortage  en- 
countered this  time  would 
be  in  electric  power  gener- 
ating capacity.  The  short- 
ages of  the  last  boom  were  also  cited  by  other  advocates  as  one 
overriding  reason  for  lowering  taxes  on  capital.  Investment  had 
to  be  stimulated  one  way  or  another,  or  the  same  problem 
would  crop  up  again  long  before  the  American  economy  got 
anywhere  close  to  full  employment,  they  argued. 

Well,  a  strange  thing  has  happened.  Capacity  has  grown, 
despite  the  low  rate  of  investment.  There  are  virtually  no 
shortages  today.  Nor  is  there  much  of  a  prospect  that  they  are 
about  to  develop. 

Aluminum,  paper  and  lumber  are  the  only  basic  industries 
that  government  economists  have  their  eyes  on  as  possible 
trouble  spots.  Of  these,  only  lumber  is  in  short  supply  now, 
and  that  is  hardly  a  function  of  a  lack  of  private  investment. 


All  Quiet  On  The 
Capacity  Front 

Capacity  utilization  in  industrial  materials  industries 
remains  far  below  boom  levels,  despite  slow  gains  in 
business  investment  and  sharp  drops  in  unemployment 


Instead,  it's  due  to  environmental  restrictions  on  how  much 
timber  can  be  cut  on  public  lands.  There  are  potential  prob- 
lems only  in  one  or  two  advanced  processing  industries,  such 
as  truck  and  machine  tools.  For  instance,  there  could  be  a 
shortage  of  truck  assembly  capacity  just  ahead  as  that  industry 
tries  for  4  million  units  a  year. 

But  overall,  the  1973-74 

 n     experience  seems  more  and 

more  like  a  bad  memory. 
The  crunch  came  then  in 
industrial  materials  as  a  re- 
sult of  a  worldwide  boom. 
Today,  all  the  basic  indus- 
tries are  operating  well  be- 
low their  previous  peaks 
(see  chart).  The  other  in- 
dustrial economies,  mean- 
while, are  hardly  within 
shouting  distance  of  full  em- 
ployment levels,  and  im- 
ports of  most  materials 
could  be  easily  stepped  up. 
The  latest  estimate  from  the 
Federal  Reserve,  for  April, 
pegs  capacity  utilization  in 
industrial  materials  just 
over  half  way  between  the 
last  peak  of  93.1%  and  the 
recession  low  of  70.3%. 

The  Council  on  Wage  & 
Price  Stability,  which  is 
handling  this  chore  for  the 
Administration,  has  a  siz- 
able part  of  its  staff  looking 
for  potential  capacity  prob- 
lems, and  they  have  found 
very  few.  It  has  a  study  of 
the  aluminum  situation — 
which  really  is  primarily  a 
question  of  power  cost  and 
availability — in  the  works. 
"We  are  concerned  that  we 
could  reach  a  very  tight  situ- 
ation there,"  says  Assistant 
Director  Jack  Meyer.  As  for 
paper,  Meyer  is  "not  ready 
to  say  there  is  a  problem," 
but  there  could  be.  In  machine  tools,  "So  much  is  custom- 
ized," he  says,  "it's  hard  to  talk  about  meaningful  measures." 

Complaints  are  still  going  to  crop  up.  Cement  users  on  the 
West  Coast  have  been  paying  through  the  nose  because  it  has 
been  in  short  supply  regionally,  and  it  can't  be  profitably 
shipped  more  than  a  few  hundred  miles.  But  one  place 
COWPS  expected  to  find  a  problem  but  did  not  was  coal. 
"There  appears  to  be  no  great  problem  either  in  mining 
capacity  or  support  facilities,"  declares  Meyer.  "It's  all  a  ques- 
tion of  productivity  and  of  labor  disputes.  " 

So,  there  doesn't  seem  much  inflationary  potential  at  the 
moment  in  the  industrial  capacity  situation — nor  are  shortages 
about  to  choke  off  the  ongoing  recovery.  ■ 
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A  Confusion  Of  Tongues 
A  Confounding  Of 
Understanding 

By  Ben  Weberman 

"...  A  cynic  can  explain  the  different 
attitudes  in  terms  of  self-interest .  .  ." 


is  I  have  done  for  many  years,  this 
writer  last  month  visited  the  beautiful 
Greenbrier  Hotel  in  White  Sulphur 
Springs,  W.  Va. ,  then  took  a  45-minute 
drive  over  to  the  equally  posh  Home- 
stead in  Hot  Springs,  Va.  But  before  the 
Forbes  comptroller  or  the  Internal  Rev- 
enue Service  jumps  on  my  expense  ac- 
count, let  me  hasten  to  add  that  this  was 
hard  work.  At  the  Greenbrier  swarmed 
the  annual  meeting  of  the  top  people  of 
the  securities  industry;  at  the  Home- 
stead, the  semiannual  meeting  of  the 
Business  Council,  125  members  of 
America's  corporate  elite. 

Not  for  me  the  golf  course  or  the 
tennis  courts  or  the  swimming  pools. 
Fighting  sleep  sometimes,  I  spent  too 
many  hours  listening  to  long  speeches. 
The  productive  part  of  this  annual  ritual 
is  when  I  can  buttonhole  illustrious  par- 
ticipants after  the  formal  sessions  and 
sample  their  thoughts  and  moods. 

In  space,  the  two  meetings  are  close; 
in  opinion,  this  year,  the  meetings  are 
worlds  apart. 

The  financial  types  at  the  Greenbrier 
were  all  fired  up  about  inflation.  They 
think  it  is  about  to  take  off.  The  only 
major  difference  of  opinion  I  could  de- 
tect there  was  between  those  who  expect 
a  credit  panic  to  develop  in  July  and 
August  and  those  who  think  it  won't 
come  until  Christmas.  The  general  sce- 
nario was:  an  increase  in  the  underlying 
inflation  rate  to  8%  from  the  current 
6V2%  to  7%  and  a  resulting  rush  to  bor- 
row by  businessmen  who  don't  care  what 
interest  rates  are  so  long  as  serious  infla- 
tion enables  them  to  repay  the  principal 
in  cheaper  dollars. 

In  total  contrast,  the  business  types  at 
the  Homestead  were  pretty  calm  about 
the  inflation  situation.  They  saw  no  signs 
of  a  rush  to  borrow  or  a  rush  to  build 
inventories. 

A  cynic  can  explain  the  different  atti- 
tudes in  terms  of  self-interest.  Inflation 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


frightens  securities  dealers  half  to  death 
because  it  can  cause  them  horrendous 
losses  when  interest  rates  rise.  Thus,  the 
securities  types  see  inflation  lurking  be- 
hind every  tree.  Business  types,  by  con- 
trast, aren't  as  immediately  hurt  by  infla- 
tion; in  fact,  rising  prices  can  help  bail 
them  out  of  the  consequences  of  their 
own  cost  overruns  and  overstocking. 

This  column,  by  the  way,  has  made 
my  view  quite  clear  on  the  inflationary 
situation.  We  are  not  in  for  a  big  infla- 
tionary surge.  What  we  see  today  is  a 
familiar  pattern:  a  catching  up  by  the 
economy  from  the  slump  caused  by  bad 
weather  earlier  in  the  year.  The  econo- 
my will  settle  down  to  a  slow  rate  of 
growth  and  a  slower  rate  of  price  gains. 
Inflation  will  end  up  only  moderately 
higher  than  originally  expected. 

But  back  to  the  Greenbrier  and  the 
Homestead.  More  disturbing  to  the  sym- 
pathetic observer  than  these  differences 
of  views  is  the  apparent  inability  of  the 
two  groups  to  see  above  and  beyond 
their  narrow  interests.  Take  the  matter 
of  tax  reductions  and  tax  reforms,  sub- 
jects of  much  discussion  at  both 
meetings. 

Major  issues  under  discussion  were: 
elimination  of  double  taxation  of  divi- 
dends and  reduction  of  the  capital-gains 
tax.  The  way  the  business  community  is 
behaving,  neither  proposal  will  get  very 
far  in  Congress.  There  is  a  bitter  fight 
among  the  potential  beneficiaries  about 
how  to  divide  the  spoils.  No  congress- 
man, including  Al  Ullman  (D-Ore.), 
who  heads  the  tax-originating  Ways  & 
Means  Committee,  would  put  his  neck 
on  the  line  by  getting  in  the  middle  of  an 
intraindustry  dispute. 

In  the  case  of  elimination  of  double 
taxation,  the  securities  industry  argues 
strongly  that  all  credits  derived  from 
such  relief  should  go  to  the  stockholder, 
who  would  take  on  his  personal  tax  form 
a  credit  against  taxes  paid  by  the  corpo- 
ration on  the  money  earned  to  pay  his 
dividend.  The  alternative  method  would 
give  the  credit  to  the  corporation.  That 


is,  dividends  would,  in  effect,  be  paid 
out  of  pretax  rather  than  aftertax  income 
and  the  burden  on  the  corporation  of 
paying  dividends  would  be  cut  sharply. 

It  will  surprise  nobody  to  learn  that 
most  of  the  businessmen  types  at  the 
Homestead  favor  the  latter.  Because 
they  want  to  hang  on  to  as  much  of  the 
corporate  earnings  as  possible?  Oh  no, 
nothing  so  crass.  They  argued  that  the 
more  earnings  they  can  retain  the  more 
they  will  invest  in  plant  and  equipment 
and  the  more  jobs  they  will  create. 

The  securities  industry,  by  contrast, 
sees  the  stock  market  going  up  if  com- 
mon stock  dividends  are  partly  or  entire- 1 
ly  tax-free;  good  for  their  business.  They 
are  joined  in  this  view  by  businessmen  in 
industries  that  are  not  capital-intensive. 
Since  they  don't  need  the  extra  money 
these  businessmen  would  like  to  see  the 
tax  money  spread  around  in  such  a  way 
as  to  make  their  common  stocks  go  up. 

The  situation  is  no  better  on  the  ques- 
tion of  cutting  the  odious  capital-gains 
tax.  There  is  nothing  stock  and  bond 
brokers  would  like  better  than  to  have 
this  tax  on  gains  from  securities  transac- 
tions cut  down  or  even  eliminated  en- 
tirely. Data  Resources,  Inc.  has  exam- 
ined various  alternatives  and  has 
concluded  that  complete  elimination  of 
the  tax  should  provide  enough  of  a  spur 
to  business  to  more  than  compensate  for 
lost  tax  revenues. 

But  many  of  the  businessmen — as  op- 
posed to  the  securities  dealers — are  not 
enthusiastic  about  reducing  capital-gains 
taxes.  Why  not?  Because  they  are  afraid 
that  a  reduction  in  the  capital-gains  tax 
would  be  a  legislative  trade-off  against  an 
increase  in  the  investment  tax  credit. 

So,  fellows,  can  you  blame  Al  Ullman 
and  his  colleagues  if  they  back  away  from 
tax  relief  for  business? 

When  the  Lord  of  the  Old  Testament 
was  filled  with  wrath  at  the  people  of  the 
earth,  he  confused  their  tongues;  they 
never  finished  the  Tower  of  Babel. 
Those  who  speak  with  confused  tongues 
confound  understanding.  ■ 
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The  search  for  oil 
led  to  a  new  concept  in  cranes. 


Shown  here  are  5  of  the  more  than  70  Bucyrus-Erie  marine  cranes  installed  on  North  Sea  oil  production  facilities 


Creative  engineering  like  this 
makes  Bucyrus-Erie  a  leader. 

Bucyrus-Erie  marine  cranes.  A  new  kind  of  crane  designed  to  match  the 
special  needs  of  platform  rigs,  drill  ships,  and  semi-submersibles.  They're 
tough,  lightweight,  powerful.  And  there  are  more  of  them  at  work  on  North 
Sea  rigs  than  any  other  make. 

Using  unique  A-frame  and  boom  designs.  B-E  engineers  were  able  to  build 
exceptional  far-reach  lifting  capacity  into  these  cranes,  while  shrinking  the 
size  of  deck  housing  and  counterweight.  This  meant  hundreds  of  square 
feet  of  precious  deck  area  saved,  and  the  elimination  of  tons  of  installed 
weight.  Sea  conditions  often  demand  lifting  loads  quickly:  Bucyrus-Erie 
cranes  feature  all-hydraulic  power,  delivering  high  line  speed  and  line  pull 
under  smooth,  precise  control. 

Bucyrus-Erie  marine  cranes  are  now  ready  for  the  next  round  of  offshore 
duty,  wherever  the  search  for  energy  leads.  For  information,  write  on  your 
letterhead  to  Bucyrus-Erie  Company,  Department  MF,  South  Milwaukee, 
Wisconsin  53172. 

BUCYRUS-ERIE M 
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Relax  And  Enjoy  It 


By  Lucien  O.  Hooper 


". . .  It  is  always  well  to  be  reasonably 
elastic  and  at  times  inconsistent .  .  ." 


A, 


Lfter  having  been  warned  for  so  long 
of  impending  disaster,  it  is  difficult  for 
the  common  stock  investor  to  reorient 
himself  to  prosperity  and  weal.  Even  the 
most  sanguine  of  us  did  not  expect  so 
much  so  soon.  For  many,  the  big  ques- 
tion now  is  whether  to  hold  on  and  ex- 
pect more,  or  to  salt  down  profits  on  the 
assumption  that  it  is  too  good  to  be  true. 

My  advice  is  to  relax  and  enjoy  it.  All 
that  has  happened  to  date  is  only  a  repu- 
diation of  the  investment  philosophy  of 
disaster.  The  market  has  shown  that  it  is 
not  afraid  of  the  big  bad  wolf  (see  my 
column  in  Forbes,  Feb.  6).  An  advance 
like  we  have  enjoyed  recently  only  re- 
verses the  defeatist  psychology.  It  nour- 
ishes greed  instead  of  making  pessimism 
cumulative. 

Most  important,  I  think,  is  the  gradual 
acceptance  (not  too  universal  recently)  of 
the  theory  that  inflation  is  bullish  on 
common  stocks. 

For  a  long  time  the  literature  of  con- 
temporary economics  has  been  that  com- 
mon stocks  could  not  be  desirable  things 
to  own  in  an  era  when  interest  rates  are 
rising  and  prices  are  going  up. 

It  is  more  important,  at  least  at  the 
moment,  to  know  what  people  are  think- 
ing than  to  be  academically  correct. 

Thus  far,  it  seems  to  me,  volume  has 
been  more  impressive  than  the  extent  of 
the  rise.  Volume,  however,  does  not 
seem  so  extreme  if  one  recognizes  1)  how 
many  more  stocks  are  listed  now,  2)  how 
many  splits  and  stock  dividends  have 
come  about  and  3)  how  small,  in  relation 
to  the  past,  the  annual  ownership  turn- 
over of  common  stocks  has  been  for  the 
past  15  or  20  years.  It  is  important  to 
give  weight,  also,  to  the  fact  that  this 
rally  has  been  more  of  an  "institutional" 
market  than  a  "public"  market;  and  that 
the  rate  of  ownership  turnover  in  the 

Lucien  O.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  McKinnon  Securities 
Inc- 


ense of  the  "public"  investors  still  is  no 
more  than  what  for  the  past  few  years  has 
been  accepted  as  "normal.  " 

In  planning  what  analysts  only  very 
recently  have  begun  to  call  "investment 
strategy,"  it  is  always  well  to  be  reason- 
ably elastic  and  willing,  at  times,  to  be 
inconsistent.  Often  there  are,  in  the  not- 
too-distant  future,  events  and  visible 
trends  that  seem  inevitable.  Recently,  I 
pointed  out  that  we  are  entering  a  period 
in  which  the  airlines  must  make  large 
purchases  of  new  equipment,  and  that 
this  should  help  the  larger  makers  of 
transport  planes  and  aircraft  engines.  It 
also  seems  to  me  that  these  always-rising 
electric  rates  have  made  the  electric  util- 
ity shares  much  more  speculative,  and 
that  the  9%  dividend  and  a  9%-plus  bond 
interest  returns  now  being  offered  by  this 
industry  are  justified  by  the  higher  risks. 

In  the  same  vein,  I  must  admit  con- 
cern about  companies  and  industries  that 
must  contend  with  high  meat  prices. 
Think  of  the  steak  houses.  I'm  sure  high 
meat  prices  will  have  a  marked  effect  on 
consumption;  and  I  wonder  if  it  is  not  a 
good  time  to  think  about  the  companies 
in  position  to  supply  soybean  substitutes 
such  as  Archer-Daniels-Midland  (16),  a 
leader  in  soybean  technology. 

In  a  recent  column  I  referred  to  some 
of  the  specialty-steel  companies.  As  the 
motor  industry  demands  stronger  and 
lighter  steels,  more  and  more  molybde- 
num is  being  consumed.  An  important 
part  of  the  supply  of  this  metal  is  pro- 
duced as  a  by-product  of  copper  mining. 
When  the  copper  industry  is  curtailed, 
less  moly  is  produced.  This  makes  the 
operation  of  mines  maintained  primarily 
for  the  production  of  moly  more  and 
more  important.  Amax  (37)  immediately 
comes  to  mind,  and  the  shares  of  this 
company  have  held  up  rather  well,  part- 
ly because  of  the  company's  coal  and 
partly  because  of  its  moly.  It  is  reported 
that  Newmont  Mining  (20)  recently  has 
discovered  what  some  of  that  company's 


executives  think  is  a  major  new  mt 
mine.  At  any  rate,  Newmont  s  shar< 
should  be  an  excellent  hedge  against  ii 
flation.  This  worldwide  mining  ente 
prise,  the  management  of  which  prol 
ably  knows  more  about  minir 
exploration  events  all  over  the  wor] 
than  any  other,  has  large  holdings 
actual  and  potential  oil  and  metal  n 
sources  in  all  stages  of  development,  i 
addition  to  owning  100%  of  Magma  Coj 
per  and  extensive  properties  in  Africa. 

I  know  it  is  not  easy  to  be  patient  wil 
a  backward  stock  at  a  time  when  even 
thing  seems  to  be  moving.  I  would  lik 
to  say  with  considerable  emphasis  that 
is  my  opinion  that  both  Union  Pacifi 
(49)  and  Kerr-McGee  (49)  are  outstanc 
ing  values  in  two  relatively  conservativ 
stocks,  and  that  both  will  be  profitabl 
and  comfortable  stocks  to  own  as  hedge 
against  inflation. 

A  much  more  speculative,  less-recog 
nized  and  possibly  even  more  dynami 
issue  is  being  added  to  my  high-assel 
value  list,  namely  Kaiser  Steel  (23).  Thi 
stock,  which  quite  recently  has  bee 
selling  for  less  than  half  of  its  forme 
high,  in  my  opinion  has  assets  behind  : 
theoretically  worth  three  or  four  time 
its  price.  It  has  important  coal  assets  i 
British  Columbia,  large  iron  ore  r«i 
sources  and  the  commanding  position  ii 
the  Pacific  Coast  steel  markets  where  i 
is  operating  profitably,  as  will  be  showi 
by  coming  quarterly  reports.  This  on« 
may  not  be  for  widows  and  orphans,  bu 
it  looks  like  a  good  risk. 

Metpath  (25)  has  established  even  clos 
er  relations  with  Corning  Glass,  whicl 
now  has  a  9.6%  interest  in  the  company 
Metpath  is  a  medical  laboratory  compam 
serving  hospitals  and  individual  doctors 
It  is  growing  rapidly  and  now  has  patien 
specimens  in  excess  of  20,000  per  day 
Net  for  the  March  quarter  was  40  cents  ; 
share  against  29  cents  a  year  ago.  Thi: 
company  is  local  to  Hackensack,  N.J.  Th< 
stock  seems  to  have  real  growth.  ■ 
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than  10''  of  consolidated  earnings  by  th< 
earlv  1980s. 

Ralston  is  diversifying— slowly.  The  com 

pany  entered  the  houseplont  business  las' 
vear  and  bought  a  small  French  bakery 
More  recently  H  acquired  a  haking  business 
in  Louisville  The  totol  outlay  for  these 
purchases  was  under  $50  million.  w< 
timate  With  another  S224  million  in  the 
porate  till,  we  wouldn't  be  surprised  if 
Ralston  announces  a  major  acquis 
within  the  next  12  months. 

The  stock  looks  interesting  for  the  long 
haul,  but  we  don't  give  it  more  than  an 
shot  at  outperforming  the  year  ahead 
market  The  current  yield  is  subpar. 
Ralston's  near-term  earnings  growth  outlook 
is  no  better  than  that  of  the  averagi 
dustnal  company  L  K  U 
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Who  Cares 
About  Yields 
When  Stocks 
Are  Moving  Up 

By  Heinz  H.  Biel 


ntil  just  a  few  years  ago  stock  mar- 
ket watchers  awaited  apprehensively  the 
release  of  the  Federal  Reserve's  weekly 
monetary  data  every  Thursday  after- 
noon. Any  unusual  increase  in  money 
supply  received  a  bearish  interpretation, 
since  it  might  induce  the  Fed  to  tighten 
credit  and  this,  we  are  told,  is  bad  for  the 
market.  Conversely,  Wall  Street  is  sup- 
posed to  flourish  on  easy  money  and  if 
the  Fed  doesn't  have  to  tighten  the  cred- 
it screw,  this  is  all  to  the  good. 

Sensible  as  this  well-worn  theory 
sounds,  the  stock  market  has  a  way  of 
ignoring  it  every  so  often.  Relatively 
easy  money  didn't  help  the  stock  market 
one  bit  last  year,  and  in  recent  weeks 
stock  prices  exploded  with  great  force  in 
spite  of  hefty  increases  in  short-term  as 
well  as  long-term  interest  rates. 

When  the  market  is  on  the  move,  all 
the  good  intentions  of  the  past  are 
quickly  forgotten.  Greed  is  a  powerful 
motive,  even  more  so  than  the  craving 
for  security.  When  good  stocks  gain  as 
much  as  10%  or  more  in  a  single  week, 
who  is  going  to  pay  much  attention  to 
dividend  yields?  Somehow  it  always 
seems  to  boil  down  to  one  simple  ques- 
tion which  everyone  has  to  answer  for 
himself:  Would  you  rather  eat  well  or 
sleep  well?  This  column  tries  to  cater  to 
both  tastes. 

Investing  has  never  been  easy  or  risk- 
less,  but  nowadays  an  investor  s  main 
concern  is,  and  for  years  to  come  will 
remain,  the  problem  of  finding  some 
protection  against  inflation.  Although 
the  Federal  Reserve's  new  chairman, 
William  Miller,  seems  to  be  more  inci- 
sive than  his  predecessor,  the  scope  of 
his  efforts  is  limited  to  the  monetary 
field,  and  that  is  not  enough  to  overcome 
the  inflationary  forces  resulting  from  an 
irresponsible  fiscal  policy.  All  we  can 
hope  for  is  to  keep  the  inflation  rate 
below  the  two-digit  level.  With  top-qual- 
ity bonds  now  yielding  about  9%,  the 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott  Inc. 


investor  just  about  maintains  his  a 
ital — if  he  does  not  have  to  pay  incoi 
taxes.  If  he  consumes  the  interest 
come,  he  eats  into  the  capital. 

The  situation  is  almost  as  discouragi 
with  high-yielding  utility  stocks.  Howi 
er,  dividends  can  be  and  usually  i 
being  raised  from  time  to  time,  where 
bond  interest  rates  are  fixed.  Thus,  wh 
the  market  performance  of  utility  sto< 
leaves  much  to  be  desired,  in  many  : 
stances  dividend  increases  have  be 
sufficient  to  offset  inflation. 

It  goes  without  saying  that  incoi 
stocks,  like  the  utilities,  have  failed 
participate  in  the  market's  recent  stro 
rally.  Not  only  that,  they  actually  c 
clined  in  response  to  the  rise  in  the  le^ 
of  interest  rates.  Con  Edison  at  its  19 
low  yields  over  10%,  at  last  year's  hi 
the  yield  was  7%%. 

Thus,  it  seems,  a  strong  case  can  a 
should  be  made  for  stocks  whose  to 
rate  of  return  materially  exceeds  t 
pace  of  inflation.  This  concept  is  r 
new.  It  was  the  basis  some  years  ago  : 
pouring  huge  sums  of  pension  fund  mc 
ey  into  stocks  of  the  finest  growth  co 
panies  whose  future  seemed  as  predi 
able  as  they  were  bright.  With  f< 
exceptions  these  companies  lived  up 
expectations  and  produced  project 
earnings  gains  and  dividend  increasi 
Rut  for  the  investor  the  price  perf< 
mance  of  these  super-blue  chips  was  i 
sastrous,  and  most  of  them  are  still  se 
ing  far  below  their  highs  of  five  or 
years  ago.  What  went  wrong  was  a  fau 
evaluation  of  what  such  stocks  are  worl 

This  remains  the  crucial  question,  a 
I  don't  know  of  any  formula  that  woi 
give  a  more  useful  answer  than  the  app 
cation  of  common  sense.  There  are  jt 
too  many  variables  that  have  to  be  tak 
into  account  to  allow  the  construction 
a  simple  multiplier.  Even  a  compul 
can't  digest  it  all  and  come  up  with  t 
solution.  How  does  one  weigh  cyclic 
ity;  actual  and  potential  competitic 
size;  financial  strength  and  capital  nee< 
depth  of  management;  etc.? 
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Invest, 

Don't 

Guess 

By  John  Train 


good  investment  will  probably  be 
a  good  speculation,  but  not  vice  versa. 

A  few  weeks  ago  I  had  an  experience 
that  happens  all  too  regularly  to  most 
investment  counselors.  A  new  client 
family  produced  their  portfolio  record 
for  the  last  eight  years  and  with  dismay  I 
found  that  they  had  done  much  worse 
than  the  Dow — off  about  35% — even 
though  they  had  taken  a  real  bath  on 
only  three  of  their  20  holdings.  It  was 
just  that  nothing  seemed  to  have  worked 
out.  They'd  had  some  good  stocks  during 
the  period,  but  usually  sold  them  too 
soon.  And  they'd  been  in  and  out  of  all 
sorts  of  well-known  issues,  in  a  series  of 
investment  moves  that  didn't  seem  to 
have  any  philosophical  thread  to  them.  I 
calculated  that  commissions  alone  had 
taken  15%  of  the  account  over  the 
period. 

This  sort  of  fatuous  chipping  and  chop- 
ping is  so  frequent,  and  so  expensive, 
both  in  direct  costs  and  in  missed  oppor- 
tunities, that  it's  worth  focusing  on. 

You  can  hope  to  do  well  if  you  buy  a 
security  the  way  you  buy  a  share  in  a 
business — that's  what  it  is,  after  all — and 
see  if  the  reasonable  expectations  of  fu- 
ture income — the  stream  of  profits  and 
dividends — satisfy  you.  It  must  be  a 
good  business,  selling  at  an  attractive 
price,  bought  for  the  long  term. 

Here  are  some  approaches  that  usually 
don't  work. 

First,  and  most  widespread,  buying  a 
stock  with  a  doubtful  long-term  business 
outlook  because  it's  supposed  to  be  un- 
derpriced  and  therefore  "go  up.  You  d 
never  move  your  family  into  a  house  you 
hadn't  examined  thoroughly  because  it 
was  supposed  to  "go  up." 

Yet  many  investors,  perhaps  most  of 
them,  move  their  family  fortune  into 
stocks  whose  business  realities  they 
know  little  about,  because  a  broker — not 
invariably  a  Bernard  Baruch,  either — 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


fires  them  with  temporary  enthusias 

The  speculative  approach  is  the  m> 
expensive,  because  it  involves  high  tui 
over.  In  the  nature  of  things  most  port 
lios  that  turn  over  regularly  will  buy  hi 
and  sell  low,  not  the  opposite.  Fine 
the  brokers,  but  not  for  the  custome 
(The  real  pros,  the  Baruchs,  are  rich  a 
very  few  in  number,  and  are  tradi 
against  the  numerous  amateurs 
outsiders.) 

A  variation  is  betting  on  innovatioi 
Few  of  the  many  starters  in  the  inno\ 
tion  race  ever  win,  place  or  even  rea 
the  finish  line. 

Another  doubtful  approach  is  buyi 
stocks  that  have  the  growth  label — ai 
the  price  tag — but  are  no  longer  growi 
rapidly  enough  to  justify  their  price 
You  might  call  this  type  the  "c 
champs."  Many  famous  companies  th 
have  the  title  of  growth  stocks  are  reai 
over  the  hill. 

A  similar  disappointment  is  likely 
come  from  buying  heavy-industry  "bli 
chips"  with  static  earnings  for  too  high 
price  because  of  their  "security."  Wh< 
you  buy  U.S.  Steel  and  its  peers  you  bi 
a  cross  section  of  the  modem  world- 
whose  problems  for  the  investor  exce< 
its  opportunities. 

When  you  buy  either  the  old  cham; 
or  the  heavy  blue  chips,  the  key  is  pric 
Is  the  rate  of  return  really  there?  W 
the  reasonably  projected  flow  of  di\ 
dends  give  you  what  you  need  witho 
any  particular  "leap  of  faith"  and  witho 
any  speculative  assumption  about  wh 
the  stock  will  sell  for  ten  years  down  tr 
road  at  the  end  of  the  rainbow? 

Gimmicky  investment  "product: 
with  high  transaction  costs  and  no  intrii 
sic  growth  of  value,  such  as  option  pn 
grams  and  commodity  flyers,  aren't  ii 
vestments  at  all.  They're  expensh 
guessing  games.  Forget  about  them.  (Ii 
cidentally,  I  can't  help  disliking  the  ten 
"products'  that  some  Wall  Street  firm 
apply  to  their  services.  It  suggests — pe 
haps  with  some  justice — that  they  thir 
of  themselves  as  being  in  the  entertair 
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nt  business  rather  than  in  a 
>fession.) 

^  final  bad  deal  for  the  investor  is 
ids  in  general,  unless  he  reinvests  all 
income.  After  tax,  bonds  generally 
Id  less  than  the  inflation  rate.  Since 
•  present  half-life  of  money  is  ten 
irs,  if  you  spend  the  income  you'll 
'e  only  half  your  money  left  after  ten 
irs  in  real  terms,  and  only  a  fourth  of  it 
after  20  years:  You'll  have  run 
ough  your  capital  without  even  realiz- 
it. 

(Vhat  does  work? 

fhe  general  answer  is:  buying  stocks 
ose  dividends  rise  faster  than  infla- 
|.  They  do  exist.  They  fall  into  two 
sgories  that  the  ordinary  investor  can 
)e  to  identify: 

Tie  "athletes" — settled,  large  compa- 
s  that  are  so  well  run  that  they  can 
ve  constantly  into  new  fields  and  ere- 
now products  for  their  customers 
L  and  higher  profits  and  dividends  for 
ir  owners.  They're  ordinarily  too 
fi-priced  in  the  market,  so  you  have  to 
'  them  when  they  re  being  dumped — 


. .  Gimmicky  investment 
oducts'  are  expensive 
lessing  games  .  .  ." 


ry  four  years  or  so.  I  mention  them 
ularly  in  this  column, 
'he  other  way  to  do  well  is  to  be  bold, 
;inal  and  thorough:  to  buy  a  diversi- 
I  list  of  middle-sized  higher-growth 
eialty  companies  that  are  strongly  po- 
med  in  growing  fields  but  have  not 
attained  institutional  acceptance. 
i  must  know  their  historical  record, 
fit  margins,  commitment  to  innova- 
i,  skill  in  research,  depth  in  second- 
management,  financial  strength  and 
other  indices  of  success, 
f  the  stream  of  earnings — and  divi- 
ids — that  you  can  reasonably  foresee 
sfies  you,  and  the  price  is  right,  and 
stock  is  not  overpriced  in  the  market, 
h  you  may  well  have  a  good  invest- 
it,  a  holding  you  can  live  with,  like  a 
d  house. 

md  a  good  investment  should  turn 
to  be  a  good  speculation:  In  time,  it 
'  well  go  up.  But  that's  a  by-product 
he  investment  process,  and  uncer- 
.  It's  not  even  that  important.  If  you 
I  your  house,  its  market  price  is  of 
/  passing  interest.  So,  don't  spend 
available  time  guessing  about  specu- 
)ns,  which  are  unknowable.  Instead, 
lyze  your  holdings  as  businesses.  As 
jstments!  ■ 


Interactive  Data  Corporation  is  an  international 
timesharing  network  offering  access  to  the 
largest  computerized  data  base  of  economic 
and  financial  information. 

We  provide  data  and  analysis  tools  to 
executives  involved  in  corporate  planning  and 
investment  analysis. 


Interactive  Data  Corporation 

486  Totten  Pond  Road 
Waltham,  MA  02154 
617  8901234 


Current  interest  rates 
show  upward  mobility. 

One  finds  a  higher  class  of  yield  in  today's  money  market. 
This,  among  other  benefits,  has  prompted  rising  investor  interest 
in  Fidelity  Daily  Income  Trust. 
 x        Free  telephone  and  check  withdrawal  privi- 
leges provide  immediate  liquidity. 

There  is  no  sales  charge,  and  the  minimum 
initial  investment  is  $5,000. 

Call  toll-free  to  learn  more. 


Call  Free  (800)  225-6190 


In  Mass.  Call  Collect  (617)  726-0650 


BWT  Fidelity  Daily  L°nBox83h2  DT  FF80612 

U    |  T       i   °2  Devonshire  St.. 

S   IN  m    InCOme  lrUSt   Boston,  Mass.  02103 


For  more  complete  information,  including 
management  fees  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully  before  you 
invest  or  send  money. 


ZIP 


COMPANY  TELEPHONE 
Retirement  Plan  Information  Keogh  □  403BQ 
FIDELITY  GROUP  Over  $3.5  billion  of  assets  under  management. 
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Commodities! 


Tiny  Contracts 

For  Timid  Speculators 

By  Stanley  W.  Angrist 

"...  A  newcomer  can  use  the  smaller  contracts  to 
gain  experience  while  limiting  his  risk  exposure. .  . 


number  of  readers  have  written  to 
me  saying  they  would  like  to  try  their 
hand  at  commodity  trading  but  don't  feel 
like  risking  the  substantial  capital  re- 
quired to  hold  a  diversified  portfolio  of 
contracts.  I  can  well  appreciate  their 
sentiments,  and  shall  point  out  a  rather 
interesting  solution  to  the  problem. 

The  MidAmerica  Commodity  Ex- 
change, formerly  called  the  Chicago  Open 
Board  of  Trade,  might  be  termed  "the 
odd-lot  exchange"  for  soybeans,  wheat, 
corn,  oats,  live  hogs,  gold,  silver,  silver 
coins  and,  with  government  approval,  live 
cattle.  Recently  the  MidAmerica  has  be- 
come the  fourth-largest  commodity  ex- 
change in  the  country.  Now  a  number  of 
the  leading  brokerage  houses  offer  their 
customers  an  opportunity  to  trade  the 
smaller  contracts  of  the  MidAmerica. 

The  attraction  behind  the  growth  of 
this  odd-lot  exchange  is  twofold.  First, 
the  increased  volatility  of  all  commodity 
prices  in  recent  years  has  forced  smaller 
speculators  with  limited  capital  out  of 
conventional  exchanges.  The  second  rea- 
son is  that  the  MidAmerica  lets  farmers 
and  merchants  who  have  modest  hedg- 
ing needs  protect  themselves  from  wild- 
ly fluctuating  commodity  prices. 

It  takes  185  acres  of  good-yielding  soy- 
beans to  produce  5,000  bushels.  It  takes 
140  hogs  on  average  to  add  up  to  30,000 
pounds  (the  contract  size  on  the  Chicago 
Mercantile  Exchange).  Many  small  pro- 
ducers simply  do  not  have  the  volume  to 
hedge  such  large  amounts  at  one  time. 
Thus  the  smaller  contracts  give  a  preci- 
sion tool  to  farmers  who  engage  in  hedg- 
ing. If  a  farmer  produces  3,000  bushels 
of  wheat,  he  doesn't  have  to  expose  him- 
self to  market  risk  on  2,000  bushels  as  he 
would  with  a  5,000-bushel  contract. 

A  July  1976  Commodity  Futures  Trad- 
ing Commission  study  showed  that  over 
62%  of  all  commodity  speculators  have 
less  than  $5,000  in  account  equity.  Using 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  is  the  author  of  Sensi- 
ble Speculating  in  Commodities. 


standard  contracts,  this  amount  can  safe- 
ly meet  margin  requirements  for  only 
one  or  two  positions.  Even  a  modest-size 
swing  could  force  this  speculator  out. 

Thus  a  newcomer  to  the  commodity 
market  can  use  the  smaller  contracts  to 
gain  experience  while  limiting  his  risk 
exposure.  He  can  sharpen  his  trading 
skills  in  a  way  that  would  not  be  possible 
with  larger  contracts.  Even  the  begin- 
ner, with  limited  funds,  can  take  several 
positions  instead  of  being  tied  to  a  single 


having  to  change  trading  pits  as  he  woulc: 
at  the  Board  of  Trade. 

Indeed,  that  is  the  spread  I  have  ir 
mind  as  a  current  recommendation.  Buy 
December  wheat  against  a  sale  of  De- 
cember corn  with  wheat  selling  no  mora 
than  75  cents  premium  to  corn.  I  would 
risk  no  more  than  20  cents  on  this  posi- 
tion ($200  per  spread).  The  margin  on 
this  spread  should  be  no  more  than  $20C 
(the  wheat-side  margin).  The  spreac 
could  be  added  to  at  the  65-cent  premi- 


MidAmerica  Contracts 
vs.  Standard  Commodity  Contracts 

Small  contracts  lead  to  lower  risks,  and  hence  lower  margins 
and  a  more  diversified  portfolio  for  small  speculators. 

Commodity/Margin*  MidAmerica  Standard 


Corn 
Gold 

Live  Hogs 
Silver 

Silver  Coins 

Soybeans 

Wheat 


1,000  bu/$150 
32.15  oz/S350 
15,000  lb  $550 
1,000  oz  $250 
$5,000  face  $750 
1,000  bu  $600 
1,000  bu/$200 


5,000  bu  $750 
100  oz  $1,000 
30,000  lb  $1,000 
5,000  oz  $1,250 
$10,000  face  $1,500 
5,000  bu  $3,000 
5,000  bu  $1,000 


'Margins  may  vary  depending  upon  brokerage  house  requirements. 


position.  For  example,  consider  the  fol- 
lowing well-diversified  portfolio:  two 
wheat  contracts  at  $200  each,  two  corn 
contracts  at  $150  each,  two  silver  con- 
tracts at  $250,  one  soybean  contract  at 
$600  and  one  hog  contract  at  $550.  Total 
margin  required  on  this  portfolio  is 
$2,350,  which  means  it  could  be  com- 
fortably traded  in  an  account  with  $6,000 
in  equity.  Using  standard-size  contracts 
would  call  for  an  initial  margin  of 
$10,000,  and  I  would  recommend  an 
account  equity  of  at  least  $25,000. 

MidAmerica's  members  now  trade 
over  2  million  contracts  per  year.  This 
volume  gives  the  exchange  excellent  li- 
quidity. Furthermore,  since  all  the  trad- 
ing takes  place  in  a  single  pit,  executing 
spreads  between  different  commodities 
is  simplified  immensely.  That  is,  if  you 
feel  corn  is  too  high  priced  relative  to 
wheat,  your  broker  can  execute  a  sale  of 
corn  against  a  purchase  of  wheat  without 


um  wheat  level.  The  long-term  objective 
is  in  excess  of  $1.15  premium  wheal 
($400  profit  per  spread). 

The  fundamental  reasoning  behind 
this  spread  lies  in  the  feed-grain  acreage 
set-aside  program  that  encourages  the 
planting  of  corn.  In  addition,  acreage 
being  devoted  to  wheat  is  down,  overall, 
about  12%  from  last  year. 

The  only  disadvantage  that  I  can  see  td 
the  minicon tracts  on  the  MidAmerica  is 
that  commissions  per  bushel  are  relative- 
ly higher.  For  example,  the  commission 
on  a  regular  5,000-bushel  soybean  con- 
tract is  $50,  while  the  commission  on  a 
1,000-bushel  minicontract  is  $25.  For 
novices,  I  believe  this  additional  cost  is 
well  worth  it. 

Additional  information  on  the  Mid- 
America  Commodity  Exchange  and  the 
names  of  member  firms  is  available  from 
the  exchange  at  175  West  Jackson  Boule- 
vard, Chicago,  111.  60604.  ■ 
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I'm  better  than  I  was  yesterday, 

but  not  as  good 
as  I'm  going  to  be  tomorrow." 


—Marvin  Whaley 
Sales  Representative 
Amalgamated  Publishers,  Inc. 


"I'm  not  talking  about  positive  thinking 
I'm  talking  about  positive  living. 

"Every  day  is  like  a  holiday  for  me. 
Because  a  holiday  is  what  you  make  it.  It 
comes  from  within,  not  from  without. 

"I  want  to  get  to  know  Marvin  Whaley 
real  well.  And  I  try  not  to  run  from  what  I 
find.  Everybody  has  peace 
within  himself,  but  not  all 
of  us  are  in  tune  with  it. 

"Mostly,  though,  my 
energies  now  go  into  my 
work.  I'm  the  youngest 
one  there  and  it's  just  tre- 
mendous, the  responsi- 
bility that's  heaped  on  my 
shoulders. 

"By  the  time  I'm  30, 
I'd  like  to  be  making 
$35,000.  It  can  happen. 
Management  is  saying  if 
you  want  a  future  here 
you  can  have  it.  I  think  I 
want  to  go  for  my  M.B.A.  I 
can  see  myself  doing  that. 
It'll  help. 

"I  can  see  becoming  a 
Dublisher.  Even  pres- 
dent.  It  can  happen,  too. 

"I'm  not  all  work, 
;hough.  Hang  gliding's 
ny  next  thing.  I  drive  a  nice  car  now,  but  I'm 
thinking  even  nicer.  I  want  a  BMW.  I  also 
✓vant  a  second  house,  in  Colorado. 

"Yes,  I  read  playboy.  The  girls  are  only 
oart  of  it  now  because  you  can  see  girls  every 
where  now. 

"Besides,  as  I've  grown  older,  matured 
you  might  say,  it's  the  writing  I  look  forward 


"The  more  I  accomplish, 
the  more  possibilities  I  seel 


to.  It's  the  kind  of  writing  you  don't  see  too 
much  of  elsewhere,  playboy  gets  into  a  lot  of 
things.  In  depth." 

That  we  do,  Marvin. 
And  what  we  get  into  in  the  most  depth 
are  the  minds  of  our  readers. 

At  playboy,  we  grew  up  with  your  gener- 
ation. When  our  magazine 
was  an  infant  and  alert  to 
the  slightest  sound,  we  lis- 
tened to  you.  And  we've 
never  stopped. 

And  the  more  we  lis- 
tened to  you,  the  more  you 
listened  to  us.  And  as  you 
changed,  we  changed. 

The  rapport  that's 
developed  over  the  years 
has  given  playboy  the 
largest  audience  of  male 
readers  of  any  magazine 
directed  to  the  male  mar- 
ket—more than  14  million 
men  every  month.  A  vital, 
alive  group  of  young  men— 
the  most  vibrant  prospects 
American  business  has 
been  blessed  with  since  the 
post-World  War  II  boom. 

And,  not  surprisingly, 
they're  more  reachable 
more  efficiently  through  playboy  than 
through  any  other  newsweekly,  sportsweekly 
or  men's  magazine. 

In  playboy,  you  reach  78%  more  male 
readers  for  your  dollar  than  in  Newsweek. 

79%  more  for  your  dollar  than  in  Sports 
Illustrated. 

125%  more  for  your  dollar  than  in  Time. 


The  Playboy  reader. 
His  lust  is  for  life. 

Source:  TGI.  Spring  1978.  Comparison  figures  based  on  4-color  page  rates.  PLAYBOY  is  a  mark  of  Playboy,  Reg.  U.S.  Pat.  Off.  IS)  1978,  Playboy. 


Handsome 

slip  cases 
that  hold 
a  full  year 
of  Forbes 


Money  And  Investments 


You  can  stop  Forbes  getting  limp, 
dog-eared  or  lost  by  keeping  your 
copies  in  this  sturdy  slip  case— big 
enough  to  hold  a  year  of  Forbes 
magazines. 

Crafted  by  hand,  the  case  is  bound 
in  black  grained  simulated  leather 
with  a  contrasting  red  spine.  The 
Forbes  title  is  boldly  embossed  in 
gold.  Enough  gold  transfer  foil  is 
included  for  adding  the  volume  and 
year  you  wish. 

To  order,  fill  in  and  return  the  form 
below. 


TO:  Jesse  Jones  Box  Corp.,  Dept  FB, 
P.O.  Box  5120,  Phila.,  Pa.  19141 


Please  send  me. 
check  for  


Forbes  Slip  Cases.  My 

 is  enclosed. 

Prices:  $4.95  each,  3  for  $14,  6  for  $24. 
(Postage  and  handling  included.) 
Orders  outside  U.S.,  add  $1  per  case  for 
postage  and  handling. 

Name_ 


(please  print) 


Address. 
City  


.State. 


.Zip. 


Please  allow  3  to  4  weeks  for  delivery. 


Things  Are 
Looking  Up 

By  Thomas  P.  Murphy 


I  he  venture  capital  business  seems  to 
be  getting  respectable  again.  At  least  five 
new  venture  funds  were  launched  in  re- 
cent months  bringing  another  $60  mil- 
lion to  $75  million  into  the  industry. 
Venture  Capital,  the  industry  trade  pub- 
lication, thinks  as  much  as  a  half  billion 
may  come  into  the  field  before  the  year's 
end.  Most  of  this  fresh  capital  is  coming 
from  insurance  companies  and  banks,  in 
other  words,  the  kind  of  folks  who  were 
not  even  talking  to  venture  people  just  a 
year  and  a  half  ago. 

But  a  flash  of  the  green  stuff  does 
wonders  at  making  hostile  folks  friendly, 
and  venture  capital  has  recently  been 
showing  a  fair  amount  of  green.  Amdahl 
Corp.  was  venture  backed,  and  Chica- 
go's Heizer  Corp.  owns  23%  of  its  stock; 
Amdahl  is  a  spectacular  success.  Heizer 
was  also  a  first-stage  investor  in  Federal 
Express,  the  jet  package-delivery  service 
that  very  nearly  failed  in  1974-75  but  was 
saved  by  fresh  rounds  of  venture  financ- 
ing, which  at  the  time  confirmed  the  rest 
of  the  financial  world's  suspicion  that 
venture  investing  was  the  acting  out  of  a 
death  wish. 

Federal  Express  appears  to  have  made 
it.  Its  sales,  for  the  12  months  ended  in 
February,  were  $121  million  and  profits 
were  $14.7  million.  A  new  issue  of  its 
stock,  offered  at  $24  a  share  a  few  weeks 
ago,  was  oversubscribed  and  is  now  trad- 
ing at  around  $40. 

Though  the  market  has  not  yet  paid 
much  attention  to  it,  some  of  the  public- 
ly traded  venture  capital  firms  are  start- 
ing to  do  very  well,  too. 

With  the  over-the-counter  market  in  a 
major  rally  and  a  marvelous  market  for 
buy-outs,  the  underlying  assets  of  some 
of  these  old  venture  portfolios  are  dis- 
tinctly undervalued. 

Consider  Narragansett  Capital  Corp. 
(24).  Last  year  it  put  a  value  of  $6  million 
on  the  7.7%  share  of  American  Televi- 
sion &  Communications  Corp.  that  it 

Thomas  P.  Murphy  heads  a  venture  capital 
firm,  Partnership  Dankist,  Stamford,  Conn. 


owns.  The  cost  to  Narragansett 
$466,786,  plus  the  patience  of  Job. 
investment  was  made  ten  years  ago. 

Now  Time  Inc.  is  tendering  for  Amt 
can  TV.  It  has  offered  1.55  shares  c 
cumulative,  convertible  preferred  p 
ing  $1,575  for  every  share  of  Amerii 
TV.  The  net  of  a  complicated  transact 
is  that  owners  of  100  shares  of  Narrag 
sett  should  end  up  with  15V2  shares 
this  Time  Inc.  preferred.  Assuming 
preferred  is  worth  around  $37  a  sha 
that  means  a  $577  distribution  for  evi 
100  Narragansett  shares. 

This  was  by  no  means  the  first  buy-i 
that  Narragansett  profited  from.  L 
summer  Narragansett  sold  its  share 
Amtel,  Inc.  and  the  progression  of  nu 
bers  tells  the  story.  Narragansett  hai 
cost  of  $431,930  in  Amtel;  it  valued  t 
stock  at  $2.42  million  in  March  1977  £ 
sold  it,  in  a  takeover  situation,  for  $7 
million  a  few  months  later.  In  fact, 
Narragansett  portfolio   appears  to 
loaded  with   takeover  candidates, 
Narragansett  has  been  quietly  deal 
for  years  in  the  kinds  of  companies  t 
other  companies  now  want  to  buy. 

There  is  a  catch  and  a  caution.  1 
catch  is  that  the  American  TV  distril 
tion  to  Narragansett's  shareholders  coi 
end  up  being  taxed  as  ordinary  incon 
The  caution  is  that  Narragansett  will 
exdividend  sometime  in  the  next  i 
weeks.  In  other  words,  the  stock  woi 
be  selling  without  the  American  TV  c 
tribution.  Narragansett,  incidental 
pays  a  dividend  of  $1.20  a  year,  so  it 
one  of  those  rare  venture  investme 
that  offer  a  good,  current  yield  w 
plenty  of  upside  potential  in  a  strc 
stock  or  takeover  market. 

Another  intriguing  publicly  trac 
venture  capital  firm  is  Capital  Southw 
(8%).  This  one,  too,  is  a  maturing  port 
lio  and  its  management  cannily  shrt 
shareholdings  in  1976  and  again  last  y 
by  buying  in  undervalued  stock.  A: 
result  of  fewer  shares  outstanding,  a 
rising  portfolio  values,  management's 
timates  of  net  value  per  share  have  gc 


142 


FORBES,  JUNE  12,  IS 


/enture  Capital 


o  nicely:  In  1972  they  were  $4.91.  They 
■opped  somewhat  in  1973  and  1974, 
at  in  1977  net  value  per  share  had 
ached  $13.35. 

As  with  Narragansett,  Capital  South- 
est  is  beginning  to  profit  from  take- 
'ers.  One  stock  in  its  portfolio,  Tejas 
as,  cost  Southwest  $4  a  share,  and  is 
?ing  tendered  at  $28  a  share  by  Hamil- 
n  Bros.  Petroleum.  Unlike  Narragan- 
tt,  Capital  Southwest  pays  no 
vidends. 

For  the  speculative-minded  there  is 
lother  venture  company  that  is  quoted 
,  believe  it  or  not,  50  cents  bid  and 
.25  asked.  With  only  671,000  shares 
itstanding,  that  gives  the  company  a 
alue,  "  depending  on  your  choice  of  bid 
ask,  of  $335,000  or  $839,000,  but 
anagement  thinks  it  is  worth  more, 
.21  a  share  to  be  exact. 


.  .  A  flash  of  the  green 
tuff  does  wonders 
t  making  hostile 
>lks  friendly  . . ." 


The  company  is  Columbia  Ventures, 
c.  (Washington,  D.C.)  and,  of  course, 
ere  is  a  story  behind  it.  Columbia  was 
mght  last  year  from  the  International 
ink  of  Washington  (that  thing  Bert 
mce  was  involved  in)  by  a  group  of 
vestors  and  they  are,  at  the  urging  of 
e  Small  Business  Administration,  li- 
lidating  the  portfolio  in  an  effort  to 
pay  a  $7.5-million  SBA  loan.  The  new 
festors  own  over  80%  of  the  stock,  so 
e  public  float  is  tiny  indeed. 
What  the  new  investors  saw  in  Colum- 
i  was  land  and  mineral  leases,  broadly, 
300  acres  of  commercial  land  near  Pas- 
goula,  Miss,  and  mineral  leases  on 
,000  more  acres,  also  mostly  in  Missis- 
>pi.  The  commercial  land  could  turn 
t  to  be  worth  more  than  the  SBA  debt, 
it  those  mineral  leases  are  the  swinger, 
me  people  think  there  is  a  lot  of  oil  in 
ississippi  but  it  is  deep  oil,  and  a  well 
n  cost  $3  million  to  $4  million  to  drill, 
jne  of  Columbia's  acreage  is  producing 
ything,  but  Getty  plans  a  test  drilling 
is  fall. 

Meanwhile,  of  course,  the  clock  is 
king  on  Columbia,  for  it  must  still 
rvice  that  $7.5-million  debt  to  the 
5A.  I  would  call  it  a  horse  race,  and  say 
with  the  hope  that  venture  people 
>n't  become  so  bemused  by  their  new 
spectability  with  the  banks  and  insur- 
ce  companies  that  they  lose  interest  in 
e  kind  of  adventure  that  venture  cap- 
1,  after  all,  is  all  about.  ■ 


TAX  FREE 
BONDS 

They're  our  only  business. 


At  Multi-Vest  Securities  we're 
tax  free  bond  specialists.  We're  the 
people  to  talk  to  when  you  want 
to  know  how  tax  free  investment 
can  make  your  money  earn  more 
for  you. 

Because  tax  free  municipal 
bonds  are  our  only  business,  we 
know  the  market  and  how  to  make 
it  work  to  your  maximum  advan- 
tage. We  know  how  to  help  you  get 
the  greatest  tax  free  return  for 
your  investment,  whether  you 
want  current  income  or  long 
term  appreciation. 

Let  the  specialists  at  Multi-Vest 
show  you  in  dollars  and  cents  how 
tax  free  bonds  can  improve  your 
portfolio.  To  make  the  most 
for  your  money,  you  should 
talk  to  us. 


MVS 

AlulN-lfest  Securities,  Inc. 

63  Wall  Street  New  York  NY  10005 
212-425  0366  201643-1551 

Outside  N.Y.  State  call:  800-221-5136 

Q  Please  send  me  a  copy  of  "Tax  Free 
Bonds  -  A  Guide  for  the  Individual 
Investor."  I'd  like  to  know  more. 


□  I  am  interested  in  current  tax  free 
offerings. 


Name 


the  man  you  want 
to  succeed 
reads 
Forbes 


GROWTH  IS  ALIVE 

Many  leading  growth  stocks  are  now  selling  T.R0WE  PRICE 

well  below  their  all-time  highs  while  their  GROWTH  STOCK  FUND,  Inc. 

earnings  per  share  and  dividends  have  ^        j^OAD  FUND 

risen  to  new  peak  levels.  .  100  Ea'st  Pratt  Street,  Dept.  A6 

Some  investors-sensitive  to  good  value  Baltimore,  Maryland  2 1 202 
—realize  this  and  are  buying.  Others, 

however,  will  probably  wait  Until  the  top  For  more  complete  information,  including  the  manage- 

_  ,  l  u       c  a  r\  ment  fee  and  other  charges  and  expenses,  obtain  a  pros- 

OI  the  market  to  buy.  oAU.  pectus.  Read  it  carefully  before  you  invest  or  send  money. 

Can  we  interest  you— NOW? 

800-638-1527 

If  busy,  or  in  Maryland  call  30 1  -547-2 1 36  collect. 
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Money  And  Investments 


We're 
Fighting 
for 
Your 

Life 


We're  the  American  Heart 
Association.  We're  fighting  the 
number  one  cause  of  death  in  this 
country:  heart  disease  and  stroke. 

We  fight  with  the  support  of  1 ,400 
scientific  investigators  searching  to 
find  earlier  detection  and  better 
methods  of  treatment  and 
prevention.  We  also  fight  by 
delivering  new  medical  knowledge  to 
doctors  and  nurses  for  the  benefit  of 
their  patients.  We  fight  with 
knowledge,  telling  you  what  you 
need  to  know  to  stay  healthy.  And 
by  sponsoring  thousands  of 
community  programs  from  coast 
to  coast. 

When  the  Heart  Association 
volunteer  asks  for  your  contribution, 
think  of  what  we're  fighting. 

We  need  your  help. 

Please  give  generously  to  the 
American  Heart  Association.  f_ 

WE'RE  FIGHTING  FOR  YOUR  LIFE 
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Stock  Market 
And  Inflation 

By  Myron  Simons 


l%emember  when  common  stocks 
were  touted  as  a  hedge  against  inflation? 
That  was  in  the  Sixties,  before  the  crash- 
es of  1969-70  and  1973-74  and  the  ac- 
companying stagflation  discredited  the 
idea.  I  submit  that  the  idea  is  not  such  a 
bad  one,  after  all,  and  it  may  very  well 
be  dusted  off:  Notice  that  the  recent 
sharp  rally  coincided  with  expectations 
of  speeded-up  inflation. 

In  a  way,  you  know,  stocks  haven't 
been  such  a  bad  hedge  against  inflation. 
In  1968  the  earnings  of  the  Dow  Jones 
industrials  were  about  $58;  this  year 
earnings  should  reach  $100.  That's  pret- 
ty close  to  keeping  up  with  inflation.  So, 
too,  with  dividends:  $31  for  the  DJI  in 
1968;  $47  in  1978. 

That  has  been  scant  comfort  to  inves- 
tors who  have  watched  the  paper  value 
of  their  portfolios  melt,  but  it  has  been  a 
vindication  of  stocks  as  a  long-term 
hedge  against  inflation. 

The  problem  with  shares  in  the  blue 
chips  and  the  growth  companies  wasn't 
their  earnings.  It  was  their  price/earn- 
ings  ratios,  which  simply  crumbled  in 
the  face  of  the  government's  fight  against 
inflation.  Various  administrations  tried 
different  approaches  with  what  appeared 
to  be  great  confidence.  Actually,  they 
were  really  just  experiments,  many  of 
them  misguided  ones.  We  had  several 
types  of  wage  and  price  controls  that 
proved  to  be  complete  duds.  Then  we 
had  interest  rates  at  12%  and  a  credit 
crunch  that  not  only  made  bonds  a  major 
competitor  for  investment  dollars  but 
terrified  businessmen.  In  the  face  of 
these  disasters,  it's  no  wonder  that  P/E 
multiples  degenerated.  No  wonder  ris- 
ing earnings  didn't  bring  higher  stock 
prices. 

Now,  however,  there  is  a  major  differ- 
ence. We  have  learned  something  from 
our  impotent  struggles  against  inflation. 
There  doesn't  even  seem  to  be  the 
slightest  consideration  of  price  and  wage 

Myron  Simons  is  a  vice  president  of  the  NYSE 
firm  of  Cowen  h  Co . 


controls.  With  William  Miller  as  cha 
man  of  the  Federal  Reserve,  inten 
rates  are  likely  to  go  up,  but  in  an  ordi 
ly  way.  He  is  too  much  of  a  businessm 
to  allow  rates  to  go  to  such  extremes  tl 
they  can  produce  an  economic  slo 
down,  which,  experience  tells  us,  wo 
have  a  significant  effect  in  beating  inf 
tion.  Following  the  advice  of  Miller  a 
a  number  of  business  leaders,  the  Carl 
Administration  is  beginning  to  make 
attempt  to  cut  Treasury  deficits.  It 
leads  up  to  the  fact  that  we  aren't  lik< 
to  make  the  colossal  blunders  in  our  fi§ 
against  inflation  that  we  did  last  time, 
so,  the  stock  market  should  have  evt 
reason  to  rejoice. 

That  brings  us  to  the  second  imports 
difference  between  now  and  the  1; 
1960s.  The  P/E  multiples  are  so  mu 
lower  that  it's  a  reasonably  good  bet  tl 
they  won't  give  much  ground  over  t 
long  term.  From  this  level,  if  the  Do\ 
earnings  continue  to  match  the  rate 
inflation  and  the  P/Es  stay  at  least 
good  as  today's,  stock  ownership  will  p 
off.  Actually,  foreign  investors  seem 
have  seen  this  picture  more  clearly  th 
our  homegrown  ones.  All  they  need 
was  the  first  sign  of  a  stabilizing  dollar 
jump  into  our  stock  market  with  r< 
enthusiasm. 

Of  course,  it's  best  to  invest  in  stoc 
whose  earnings  will  do  even  better  th 
the  rate  of  inflation. 

Honeywell  (58)  is  a  case  in  point, 
computer  division  is  showing  renew 
strength,  which  should  more  than  ma 
up  for  the  weakness  in  its  control  di 
sion  if  construction  slows  down.  Even 
new  building  pauses  a  bit,  there  shot 
be  plenty  of  incentive  for  home  owne 
to  improve  their  use  of  energy,  and  tl 
might  keep  the  control  division  doi 
relatively  well.  Earnings  should  be  $7. 
this  year  and  could  do  better  next,  j 
increase  in  the  dividend  from  the  pn 
ent  $1.90  is  a  distinct  possibility. 

Some  of  the  unpleasantness  of  t 
world  today  is  likely  to  uncover  n» 
growth  areas.  The  increase  in  viole 
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ie  abroad  still  hasn't  spread  to  the 
. ,  but  there  is  increasing  concern 
it  will.  American  District  Telegraph 
is  a  leader  in  the  business  of  provid- 
security.  The  company  could  earn 
5  to  $3  this  year,  and  it  should  con- 
e  to  grow. 

ie  President's  energy  package  has 
;n  so  bogged  down  in  the  fight  over 
ral  gas  pricing  and  crude  oil  taxes 
most  of  us  have  overlooked  the  fact 
the  program  also  calls  for  better 
lation  and  the  conversion  to  coal 
ling.  Stocks  like  National  Gypsum 
and  Certain-teed  (24)  should  benefit, 
ling  coal  will  increase  pollution. 
elabrator-Frye  (37),  American  Air 
r  (19)  and  Zurn  (17)  are  companies 
can  help  control  pollution  and  they 
ild  do  well. 

ie  coal  companies  suffered  so  much 
the  long  strike  that  their  earnings 
year  will  be  poor.  But  the  switch 
t  from  burning  natural  gas  and  oil 

.  From  this  level,  if 
ce/earnings  ratios  stay 
east  as  good  as  to- 
r's, stock  ownership 
I  pay  off . . ." 

it  to  insure  more  business  for  them 
the  long  run.  Eastern  Gas  6-  Fuel 
and  Pittston  (23)  should  benefit.  Joy 
ufacturing  (34),  which  makes  equip- 
t  for  the  coal-mining  industry, 
Id  experience  an  increase  in  orders 
oal  companies  decide  to  become 
?  efficient.  The  stocks  haven't  moved 
h  in  the  market's  upsurge  despite 
excellent  long-term  future, 
flation  has  almost  convinced  us  that 
re  no  longer  in  control  of  our  eco- 
ic  destiny.  That's  nonsense.  We  are 
the  greatest  economic  power  in  the 
d,  and  with  no  other  country  as  even 
)se  runner-up.  But  it  is  true  that 
s  and  short-term  expediencies  just 
t  help  out.  What  is  needed  is  simply 
onfidence  that  runaway  inflation  can 
nded,  and  that  our  leadership  won't 
upid  things  to  combat  it,  won't  feed 
edicine  whose  side  effects  are  worse 
the  disease  it  is  supposed  to  allevi- 
Instead  of  price  controls  and  super- 
interest  rates,  why  doesn't  Presi- 
Carter  take  a  pay  cut  and  call  upon 
ral  employees  to  forego  a  raise?  The 
lple  might  well  be  catching  and  a 
could  be  struck  against  inflation 
out  disrupting  the  economy.  What 
lers  that  would  do  for  the  stock 
:et!  ■ 


(CONVERSATION  OVERHEARD  ON  THE  STREET) 


It's  true.  MAPCO  sales  and  reve- 
nues were  up  13%,  to  $155  million 
in  the  first  quarter,  compared  to 
1977.  And  with  the  return  of  labor 
peace  to  the  coal  fields,  a  rosy  hue 
has  returned  to  the  MAPCO  Coal 


Division's  outlook. 

Want  to  learn  more  about 
MAPCO  growth,  and  MAPCO's  first 
quarter?  Why  not  write  for  our  cur- 
rent report? 


l+magco 

Dept.  P,  1800  S.  Baltimore  Ave. 

Tulsa,  Oklahoma  74119 

SYMBOL  MDA  •  NYSE  •  MWSE  •  PSE 


At  last!  A  tax-exempt 
bond  fund  with  a 

Short-Term  Portfolio 

□  a  high  degree  of  capital  stability    □  lax-free  income     □  daily  liquidity 
□  free  checkwriting  privileges    □  no  sales  commission 


Warwick  is  the  only  fund  to  offer  a 
Short -Term Tax-Exempt  Portfolio. 
Because  this  Portfolio  has  a  current 
average  maturity  of  about  a  year  and  a 
half,  capital  fluctuations  are  minimized. 
Yet  it  provides  daily  tax-free  income,* 
paid  monthly  or  compounded  tax-free, 
as  you  prefer. 

And  the  yield  can  be  surprisingly  good 
because  our  costs  are  low.  For  example, 
only  fifteen  cents  of  every  $100.00  of 
net  assets  for  advisory  fees . .  .only  five 
cents  for  distribution  charges.  We  invite 


There's  no  sales  commission — no 
redemption  fee.  And  you  have  daily 
liquidity.  Warwick  offers  telephone 
transfer  and  withdrawal  without  any  extra 
charge.  Plus  free  checkwriting ...  to  give 
you  "same  day  access"  to  your  money. 

Investment  manager  for  Warwick  Fund 
is  Citibank,  N.A. — the  nation's  oldest 
trust  company.  Minimum  investment  is 
$3,000;  subsequent  investments  as  little 
as  $50. 

*  Income  may  be  subject  to  some  state 
and  local  income  taxes. 


you  to  compare  our  costs  with  others 

For  free  information  without  obligation,  mail  coupon  today. 
Or  call  toll-free:  (800)  523-7910.  In  PA  call  collect  .  (215)  293-1100. 

I*  "  "  "  Warwick  Municipal  Bond  Fund  ■ 
Warwick  Municipal  Bond  Fund  ■ 

■ Box  1100,  Drummer's  Lane, Valley  Forge,  Pennsylvania  19482  FORN-200 
I  would  like  more  complete  information  including  advisory  fees,  distribution  charges 

■ and  other  expenses.  Please  send  me  a  Prospectus  so  I  may  read  it  carefully  before  I  m 
invest  or  send  money.  pr;n, 

A  MEMBER  OF  fg™^  _ 

I  in  Vanguard  Addres, 

L~  GROUP  ■ 
Of  INVESTMENT  COMPANIES       C  it  y  State  -  Zip  -  J 
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Forbes  classified 


June12, 1S 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 


REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$17.35.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $242.90.  FORBES  will  typeset  without  charge. 


DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$17.00.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $476.00.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 


FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7725 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 

SUCCESSFUL  MANUFACTURERS' 

REPS  worldwide  read  our  weekly  bul- 
letins listing  firms  looking  for  repre- 
sentatives, their  product  lines,  and 
territories  available.  Weekly  News- 
letter keeps  both  reps  and  principals 
informed.  Many  other  services.  De- 
tails: United  Association  Manufac- 
turers' Representatives,  Dept.  9,  808 
Broadway,  Kansas  City,  MO  64105. 

POSITION  WANTED 

SCIENTIFIC  TRANSLATOR 

in  27  languages  seeks  permanent  em- 
ployment with  multinational  firm. 
Skilled  in  scientific,  technical,  military 
and  commercial  terminology.  Will  re- 
locate anywhere. 

Write  Box  A133  Forbes 
60  Fifth  Ave.,  New  York,  NY  10011 


EXECUTIVE  EDUCATION 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple   who    cannot    meet  on-campus 
classroom    requirements.    Credit  for 
college  related  life  experience  learn- 
ing.  Write  or  call  for  Catalog  and 
details.  Off-Campus  Registrar, 
KENSINGTON  UNIVERSITY 
Box  2036    Dept.  709 
512  E.  Wilson  Ave. 
Glendale,  Cal.  91209 
Tel.  213,  245-7224 


RECOGNIZED  COLLEGE  DEGREES! 

You  may  be  closer  to  earning  your 
B.A.,  M.A.,  or  Ph.D.  than  you  realize. 
Receive  credit  for  work  experience, 
mil.  svc,  seminars,  indep.  study,  and 
previous  academic  trng.  Can  be  com- 
pleted from  home  or  office.  No  class- 
room attendance  req'd.  For  FREE 
Info,  call  or  write  American  Interna- 
tional University  Dept.  FOR/BF. 
Ste  595,  150  S.  Los  Robles  Ave. 
Pasadena,  CA  91 101 


MGM'T  &  SALES  MEETINGS 


FORBES: 
CAPITALIST 
TOOL 


REAL  ESTATE 


i»H0USE  n 
t-y^HUNTINGf 

.  HiW_^flM  or  sellings. 


.  or  selling  i 

Find  out  how  fast  and  easy 
can  be1  Write  for  our  FREE  booklet 
"TAKING   THE    HASSLE  OUT 
HOUSE  HUNTING  ...  and  how  I 
your  home  for  the  right  price 

No  obligation! 

M  


ling  ■  * 

t  really 
joklet  - 
JT  OF 
'  to  sell 
3  fast." 


/MSm  RELOCATING? 

numjvmn  call  toll  free  for  relocation 

^K^^P     ASSISTANCE  ANYWHERE1 

800-325-3777 

■  In  Missouri  C«H  314(389-1111 

L  Realty  USA  SI  Louis  MO  631 21  ■ 


For  Your  Tomorrows  - 

The  GOOD  Life 

Find  it  HERE  BIG.  FREE  country 
real  estate  Catalog  from 
STROUT  REALTY  World's 
Largest!  Selected  Best  from  Tens 
of  Thousands  of  Listings-Farms, 
Ranches,  Homes,  Recreation  or 
Retirement.  Get  it  Today  for  Your 
Tomorrows.  Mailed  FREE! 

STROUT  REALTY.  Inc. 

"All  Across  America  since  1900" 
60  E  42nd  St.  (Dept  4084) 
New  York.  NY  10017 


FREE  CATALOG 

Big,  Free  1978  Catalog  describes  and 
pictures  more  than  2,500  farms,  ranch- 
es, acreages,  recreational  properties, 
businesses,  town  and  country  homes 
in  39  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  64 11 2 

FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

Completely  developed,  and  irrigated. 
Lease  back  from  strong  seller  or  farm 
management  program  available.  Brok- 
er participation  invited.  $13,000,000 
Contact:  Mike  Justice  &  Associates 
Box  501,  Dalhart.  Texas,  U.S.A.  79022 
Phone:  (806)  249-4000  or  249-2122 


FOR 
SALE 


TAHITI 


A  unique  &  rare  property  on  a 
fabled  Tahiti  lagoon.  The  former 
Zane  Grey  game  fishing  camp, 
completely  developed,  includes 
paved  road  from  sea  to  400  ft. 
plateau,  superb  view  of  lagoon, 
reef  &  sea,  2  red  cedar  furnished 
houses,  the  perfect  South  Seas 
hideaway. 


Dave  Cave 
P.O.  Box  582 
Papeete,  Tahiti 


Telephone 

289T0 

24929 


REAL  ESTATE  WANTED 


LAND  WANTED 

Ranch/Recreation  type 

Minimum  10,000  deeded  acres 
Size  unlimited. 
Cash  purchase  or  terms  to 
accomodate  seller. 
Box  A132  Forbes, 
60  Fifth  Ave.,  N.Y.,  N.Y.  10011 


CAPITAL  &  INVESTMEI 
OPPORTUNITIES 


$17  ENTRY  .  .  .  $200,000  RETl 

A  $17.00  tax-deductible  filing  f< 
non-competitive  public  drawing 
oil  and  gas  leases  by  the  Federal 
crnment  could  return  $200,000. 
Free  details. 
OIL  &  GAS  INC. 
2051  East  Camelback  Road] 
Phoenix,  Arizona  85016 
(602)  955-7600 


SWISS 
FRANC 
SECURANI 

for  purchasing  power  protect 
against   continuing  inflation 
soaring  consumer  prices.  FR 
FACTS   on    guaranteed  life 
come  or  interim  fund  placem 
payable  in  world's  strongest  t 
rency    deposited    to    your  bi 
monthly  or  quarterly  by  ms 
Swiss  fiduciaries.  NORTHST 
FINANCO,  524  CHARLES 
EAST  LANSING,  MI  48823. 


8.7S7C  ONE  OR  TWO  YEAF 

8.25%  SIX  MONTHS 
CERTIFICATES  OF  DEPOS 
$100,000.00  minimum 
unusual  loan  demand  at 
THE  FIRST  NATIONAL  BA] 
Est.  1907.  Member  FDIC 
Box  912,  Greybull,  WY  8242 
Phone  (307)  765-4437 


LIQUID  BULK 
STORAGE  FACILIT\ 

Phoenix,  Arizona.  Ultra  n* 
58,000  BBL  storage  on  10  t 
acres  with  4,000  sq.  ft.  warehous 
1,200  sq.  ft.  office.  Rail  facilit 
unload  14  tank  cars  plus  s 
warehouse.  Two  bottom  loading 
handle  6  trucks  through  tempe; 
compensated  key  lock  meters. 
N.P.D.E.S.  and  A.P.I,  require 
and  standards  for  drainage  anc 
lage  protection.  Equipped  with 
fire  protection  system,  water  fo; 
zles  and  cathodic  protection  b 
pressed  current  system.  Ideal  f 
phalt  plant,  petrochemical,  liqui 
tilizer,  petroleum  or  other 
products.  Price  $750,000  cash 
SIMMONS  OIL  CORPORAT 
P.O.  32038.  Phoenix,  Ariz.  851 
Tel.  (602)  955-9600. 

NEW  SOLAR  PATEN! 

New  Breakthrough  Systems 
Structures  enabling  reasonable 
Homes,  Industry:  Heat,  AC, 
Water,  Drying.  Sell  outright  i 
cense.  Ideal  for  Metal  fabri( 
Plastics  facility.  RR  2,  Box 
Chester,  SC  29706 

ROBERT  W.  RUGENSTE1 
(803)  377-1067 

INVESTMENT  NEWSLET" 

Stay  in  the  channel  and  away 
the  reefs  and  shoals  of  this 
market.  Let  the  Wall  Street  Nav 
plot  your  course.  Our  eigh 
weekly  newsletter  discusses  all 
nent  factors,  fundamental  and 
nical.  For  a  four  week  trial  sul 
tion,  send  $1.00  to: 
STOCK  MARKET  APPRAISAI 
P.O.  Box  355,  Stapleton  Stat: 
Staten  Island,  New  York  103 


SHARING 


IS  CARIr 
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SINESS  OPPORTUNITIES 

/IAKE  MONEY!" 

ions  of  tires  have'damaged  or  mis- 
tched  v»hitewalls  They  can  earn  you 
profits  with  our  equipment  and  you 
start  a  pusiness  customizing  tires 
i  charge  $3  50  per  stripe  per  fire 
ch  can  mean  $14  or  more  for  a  set 
(  tires  Your  cost  is  only  20<  and 
>s  only  20  minutes  You  can  easily 
rage  10  cars  a  day.  at  $13  80  profit 
h  for  a  big  $138  00  daily  profit.  NO 
,NCHISE  FEES  ROYALTIES.  OR 
ERHEAD  TAX  BENEFITS  NO  EX- 
1IENCE  NEEDED,  We  provide  an  ex- 
ise-paid  trip  to  Dallas,  Texas  for  full 
rting  and  you  can  become  a  Tire 
itemizing  Specialist  or  distributor  in 
3ry  short  time. 

itributor  $60,000 

is  is  what  I  grossed  the  tirst  ninety 
t. "  —Bill  Smith.  San  Jose.  CA 

aler  $5,400 

■ossed  this  amount  in  two  months,  part 
'."  —Brian  Stoneback.  Carrottton,  Texas 

mer/Operator  $20/Hour 

'oss  this  operating  my  tire  customizing 
"—Dennis  DeStetano,  South  Orange,  N.J. 


BUSINESS  OPPORTUNITIES 


TIRE  COSMOTOLOGY,  INC. 

J§     10920  Indian  Trail,  Suite  201 

Dallas.  TX  75229  Dept  FB678 
Toll  Free  1-800-527-7438  tor  free  literature 


-Zip- 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

lect  areas  still  available  for 
elusive  ZIP'Z  "MAKE  YOUR 
1H  SUNDAE"  FRANCHISES, 
ludes  SITE  LOCATION,  EQUIP 
[NT,  and  TRAINING.  Minimum 
500  cash  investment  required, 
ou  qualify — 

ALL  TOLL  FREE  TODAY 

J00-821-7700,  Ext.  323 

ZIP'Z 

A  DIV.  OF  I.Q.I..  INC. 
470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


i  FRANCHISE  ANNUAL 

1,200    Franchise  headquarters 
descriptions  of  business  and  in- 
linvestment  and  total  investment. 
PLETELY    UPDATED.  Also 
lete    "HOW    TO"  handbook 
:  what  you  should  know  when 
ing  franchise   agreement.  $9.95 
75f   postage.   ($2.00   1st  class), 
•y  Back  Guarantee. 
INFO  PRESS 
736F  Center  Street 
Lewiston,  NY  14092 


NEW  MULTIPLE-UNIT 
PLAN  FOR  INVESTORS 

•  Excellent  markets  nationwide 

•  Absentee/operating  investor 

•  Capital  &  timing  specified 

•  Minimal  people  requirement 

•  $200,000  minimum  equity 

•  Complete  turn-key  service  by 
leadership  in  growth  industry 

Our  program  offers  solid  returns 
and  strong  tax  shelter  factors. 
Quickprinting  is  America's 
number  one  growth  franchise. 
(U.S.  Dept.  of  Commerce)  For 
more  information,  call  or  write 
Mr.  Deacon. 

TOLL  FREE  1-800-537-1966 

Ohio  Residents  Call  Collect 
(419)  473-1551 

Big  Red  Q  Quickprint 

3131  Douglas  Rd. 
Toledo,  Ohio  43606 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


HERS  DO  EVERY  MONTH  IN 
U S  GOVERNMENT  OIL  LEASE 
DRAWINGS.  IF  YOU  ARE  21 
Hr*^  AND  A  CITIZEN  YOU  CAN 
PARTICIPATE  EQUALLY 
WITH  MAJOR  OIL  COM- 
PANIES IN  THIS  LEGAL 
LOTTERY.  A  $25  TAX  DEDUCTIBLE 
FILING  FEE  CAN  RETURN  UP  TO 
$75,000  AND  MORE  IMMEDIATELY 
PLUS  A  POSSIBLE  FORTUNE  IN  FU- 
TURE INCOME.  WRITE  DEPT  FF  FOR 
FREE  INFORMATION. 

F.  MILLIGAN.  INC. 
600  MANHATTAN.  BOULDER.  CO  80303 


FREE  BOOK 

Opportunity 

CAN  OPEN 
1      THE DOOR 

"NEW  ROADS  TO  WEALTH  ANO  OPPOR 
TUNITY."  Send  lor  it  today.  Write:  SAI.  INC.. 
Dept.F-6  FB1  Box  47621.  Dallas  TX  75247 
1214-630-6226) 


DOME  HOMES— ENERGY  SAVER 

Seeking  qualified  residential  home 
builders,  developers,  investors  and 
sales  representatives.  Unique  joint 
venture  opportunities,  high  profit  mar- 
gin. Great  market  appeal  and  ability 
to  attract  traffic.  Call  or  write: 
DOMES  AND  HOMES,  INC. 

P.O.  Box  365,  Dept.  F. 
Brielle,  NJ  08730,  (201)  528-7278 


FREE  INSIDER'S  REPORT  on 

How  to  Win  Valuable 
GOV'T  OIL  LEASES 


Learn  how  to  tilt  the  odds  (or  win- 
ning valuable  Oil  and  Gas  Leases  in 
your  favor  in  U.S.  Gov't  Public  Lands 
Oil  Lottery.  Thousands  of  acres  award- 
ed each  month  in  oil-rich  Wyoming.  $10 
tax  deductible  entry  fee  could  bring 
fortune  in  upfront  cash  plus  bonanza 
in  future  income  from  royalties.  Unique 
system  combines  geology  and  statis- 
tics for  best  odds  and  parcels.  Multi- 
plies your  chances  to  win  up  to  100 
times  or  better.  FREE  REPORT  (with- 
out obligation)  to  U.S.  citizens,  21  and 
over.  Write  to:  Wyoming  Energy  Corp., 
Dept.  F0678,  663  Filth  Ave.,  New  York, 
N.Y.  10022. 


BUSINESS  OPPORTUNITIES 

NO  EXPERIENCE 
NECESSARY 

We  can  PUT  YOU  in  a  HIGH 
VOLUME  CASH  BUSINESS  thai  s 
an  irresistible  traffic  stopper  This 
very  portable  computer  portrait 
system  requires  an  investment 
that  you  can  afford  and  quickly 
recoup  NO  PHOTO  OR  COM- 
PUTER EXPERIENCE  IS 
NECESSARY' 

Portraits  made  in  |ust  55  sec 
are  easily  transferred  to  many 
products-  T-shirts  to  calendars 
all  high  mark-up  big  profit  items 
FOR  YOU1  Ideal  for  part  full  lime 
or  absentee  management  TO  SEE 
BIG  PROFITS  ACT  NOW 


COMPUTER  AMUSEMENT  SYSTEMS.  INC. 

1 1  WMl  20  St..  New  Vbrk.  NY  10011  /  Ocpt  F(JI| 
(212)  929  8355 


EXECUTIVE  GIFTS 


BIG  —  Money  Making 
Opportunity 

Our  chlorine  generating  equip- 
ment has  been  used  for  17  years 
world-wide.  They  chlorinate/ 
sterilize  swimming  pool  water 
and  drinking  water  without 
chlorine  or  chemicals.  ■  We  are 
looking  for  selected  people  to 
act  as  dealers  for  us  in  placing 
our  equipment  on  a  month-to- 
month  rental  basis  with  swim- 
ming pool  owners.  Each  dealer 
will  have  a  maximum  of  100 
generators  each,  averaging  $100 
per  month  or  $10,000  gross. 
Dealers  will  net  $9,000  a  month 
after  amortization.  This  is  a  one- 
man  business.  No  sales  crew  or 
expensive  overhead.  To  the  right 
dealer,  we  offer  a  90-day  open 
credit  with  a  modest  investment 
or  with  proper  financial  arrange- 
ments, we  offer  a  six-month 
open  credit.  ■  If  you  feel  you 
can  qualify,  write  or  call 
801-532-5600. 

Halogenic  Products  Corp. 

375  West  400  North 
Salt  Lake  City  UT  84103 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty  items 
all  dropshipped  for  you.  No  packing 
or  shipping.  Unique  Bonus  Plan  stim- 
ulates orders.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia.  PA  19144 
(215)  842-1400 

BUSINESS  CONNECTIONS 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write:  Box  A133  Forbes 
60  Fifth  Avenue 

New  York,  NY  10011 


The  new  school 
of  thought  in 
old  school  ties. 

The  new  school  prefers  its  corporate 
pride  to  be  stated  with. taste  and  sub- 
tlety. That  is  why  Hampton  Hall  devel- 
ops a  fashionable,  versatile  dignity 
into  every  custom  design.  Write  for 
free  samples  of  our  exclusive  fashion 
creations  in  ties  and  scarves. 


Jionvpiett  Mall,  £td. 

corporate  fashion 

51  East  42nd  Street  •  Department  F-6 
New  Yoik.  N.Y.  10017  .  (212)  MU  7-6810 


AUTOMOBILES 


78  Cadillacs  Cost  Less 
In  Detroit 

Palgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  U  S  A. 
Buy  your  new  1978  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory. 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  G  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 
Phone  (313)875-0300 

Call  Norm  Clements  or  John  Pennington 


SAVE  $$$$  ON  NEW  1978  CARS 

Buy  at  Detroit  prices  —  save  on 
freight,  too!  Full  factory  warranty. 
Call  toll  free  (800)  521-7257  for  com- 
puter print-out  price,  or  mail  make 
&  model  to:  BONDED  BROKERS, 
2547-S  Monroe  Blvd.,  Dearborn, 
Michigan  48124.  (313)  565-5577.  Spe- 
cializing in  Lincoln-Mercury,  Ford  & 
other  "Big  3"  makes. 

ART  &  ANTIQUES 

COLLECTORS  SERIES  ™ 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,   autos,   ships,   railroad  & 
American   scenes,    Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM.  Box  7919, 
Chicago,  IL  60680 


REACH  THE  AFFLUENT  IN  FORBES  CLASSIFIED 

One  out  of  every  13  FORBES  subscribers  is  a  millionaire 
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Agency:  Spiro  &  Associates  Incorporated 

PEUGEOT  MOTORS  OF  AMERICA,  INC.  79 

Agency:  Lerman  &  Van  Leeuwen,  Inc. 

1  PITNEY  BOWES   60 

Agency:  deGarmo  Inc.  Advertising 

PLAYBOY  MAGAZINE   141 

Agency:  Epstein,  Raboy  Advertising  Inc. 


PORSCHE  AUDI   38-39 

Agency:  Doyle  Dane  Bernbach  Inc. 

□  POTLATCH  CORPORATION  123 

Agency:  Ayer  Jorgensen  MacDonald 

□  T.  ROWE  PRICE  GROWTH 

STOCK  FUND,  INC  143 

Agency:  VanSant,  Dugdale&Co.,  Inc. 

RCA  CORPORATION   Third  Cover 

Agency:  Ted  Bates  &  Company, 
Inc. /Advertising 

★  RANDUSTRIAL  CORPORATION   15 

Agency.  Mt.  Pleasant  Advertising,  Inc. 

□  REXNORDINC  54  thru  57 

Agency:  Y&R/Buchen,  Reincke  Inc. 

□  THE  R ITZ-CAR  LTON  HOTEL   137 

Agency:  Kelly,  Tims  &  Andrus,  Inc. 

★  ST.  LOUIS  COUNTY   90 

Agency:  D'Arcy-MacManus  &  Masius 
Advertising 

★  ST.  LOUIS-SAN  FRANCISCO 

RAILWAY  CO  12 

Agency:  Batz  Hodgson  Neuwoehner,  Inc. 

□  ST.  PAUL  FIRE  &  MARINE 

INSURANCE  COMPANY   68-69 

Agency:  Campbell-Mithun,  Inc. 

★  SABRELINER  DIVISION 

ROCKWELL  INTERNATIONAL   63 

Agency:  Campbell-Ewald  Company 

★  SAUNDERS  LEASING  SYSTEM,  INC  17 

Agency:  Tandem  Advertising,  Inc. 

SEAGRAM  DISTILLERS  COMPANY 
(WOLFSCHMIDT  VODKA)   25 

Agency:  William  Esty  Company,  Inc. 

THE  SIGNAL  COMPANIES   77 

Agency:  J.  Walter  Thompson  Company 

□  THE  SINGER  COMPANY   102-103 

Agency:  Young  &  Rubicam  Inc. 

□  SKY  RAPIDS  INC  138 

Agency:  S.R.I.  Advertising  Agency 

□  SMITH  BARNEY,  HARRIS  UPHAM  & 

CO.  INCORPORATED   13 

Agency:  Albert  Frank-Guenther  Law,  Inc. 

THE  SOUTHERN  COMPANY   50 

Agency:  W.M.  Zemp  &  Associates,  Inc. 

TV  GUIDE  MAGAZINE 

Div.  of  Triangle  Publications,  Inc.  116-117 

Agency:  N.W.  Ayer  ABH  International 


★  TIME  MAGAZINE   119 

TR  AN  SWAY  INTERNATIONAL 
CORPORATION   126 

Agency:  Lefkowith  Inc. 

TRANS  WORLD  AIRLINES,  INC  14 

Agency:  Wells,  Rich,  Greene,  Inc. 

U.S.  NEWS  &  WORLD  REPORT   101 

Agency:  Ted  Chin  &  Company,  Inc. 

U.S.  POSTAL  SERVICE   105 

Agency:  Young  &  Rubicam  Inc. 

□  UNIROYAL,  INC  80-81 

Agency:  Ogilvy  &  Mather  Inc. 

★  UNITED  AIRLINES   66 

Agency:  Leo  Burnett  U.S.A. 

UNITED  TECHNOLOGIES 

CORPORATION   Second  Cover 

Agency:  Marsteller  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY   135 

Agency:  The  Vanderbilt  Advertising  Agency, 
Inc. 

VANTAGE   3 

Agency:  Leber  Katz  Partners  Inc. 

THE  WARNER  &  SWASEY 

COMPANY   129 

Agency:  The  Griswold-Eshleman  Company 

□  WARWICK  MUNICIPAL  BOND  FUND  ...145 

Agency:  Vosand  White,  Inc. 

★  XEROX  CORPORATION   92-93 

Agency:  Needham,  Harper  &  Steers,  Inc. 

WESTCHESTER  SECTION 

□  AMF  INCORPORATED   Westchester  2 

Agency:  Benton  &  Bowles,  Inc. 

□  CITIBANK   Westchester  5 

Agency:  Sklar-Lenett  Associates,  Inc. 

□  CITY  OF  YONKERS   Westchester  8 

Agency:  Ad  Team  Inc. 

□  DICTAPHONE  CORPORATION  Westchester  9 

Agency:  Al  Paul  Lefton  Company  Inc. 

□  FRANK  B.  HALL  & 

CO.,  INC  Westchester  10 

Agency:  Doremus  &  Company 

INTERNATIONAL  BUSINESS 

MACHINES  CORPORATION     Westchester  7 

Agency:  Geer,  DuBois  Inc.  Advertising 

□  LORAL  CORPORATION   Westchester  4 

Agency:  Mandabach  &  Simms  Inc. 

□  WESTCHESTER  COUNTY 
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Ti  i  on  the 

ThOUghtS .  .  .  Business  of  Life 


I  find  this  same  problem  exists 
in  all  fathers  and  sons.  There  is 
something  about  the  relationship 
that  is  pretty  difficult 
to  put  your  finger  on.  I  think 
fathers  realize  this  and  have 
it  on  their  minds  a  good  deal 
more  than  the  sons  realize. 
Sherwood  Anderson 


Adversity  makes  men; 

good  fortune  makes  monsters. 

French  Proverb 


If  I  have  seen  farther  than  others, 
it  is  because  I  have  stood 
on  the  shoulders  of  giants. 
Isaac  Newton 


In  achieving  success,  backbone  is 
more  important  than  wishbone. 
Frank  Tyger 


As  it  is  with  an  individual,  so  it  is 
with  a  nation.  One  must  produce  to 
have,  or  one  will  become  a  have-not. 
Henry  George 


Boldness  has  genius, 
power  and  magic  in  it. 
Goethe 


There  are  good  reasons  why  men 
possessed  of  money,  like  men  earlier 
favored  with  noble- birth  and  great 
title,  imagine  that  the  awe  and 
admiration  that  wealth  inspires 
derive  from  their  own  wisdom  or 
personalities.  The  contrast 
between  their  view  of  themselves, 
as  so  enhanced,  and  the  frequently 
ridiculous  or  depraved  reality, 
has  ever  been  a  source 
of  wonder  or  amusement. 
John  Kenneth  Galbraith 


Hereditary  wealth  is  in  reality 
a  premium  paid  to  idleness. 
William  Godwin 


One  father  is  more  than 
a  hundred  schoolmasters. 
George  Herbert 


Every  great  man  of  business 
has  got  somewhere  a  touch  of 
the  idealist  in  him. 
Woodrow  Wilson 


My  observation  and  investigation 
have  convinced  me  that  nine  times  in 
ten  success  is  won  by  those  who 
deserve  to  win  it.  Dame  Fortune  is 
not  so  capricious  as  superficial 
indications  sometimes  would  suggest: 
Fame,  responsibility  and  (uninherited) 
wealth  usually  seek  shoulders  broad 
enough  to  bear  them  worthily. 
B.G.  Forbes 


That  peculiar  fascination  which  tfie 
speeding  train  has  for  us  comes  from 
the  evident  progress  it  is  making 
toward  its  definite  goal  ahead. 
Roderick  Stevens 


I  have  no  complex  about  wealth. 
I  have  worked  hard  for  my  money, 
producing  things  people  need.  I  believe 
that  the  able  industrial  leader  who 
creates  wealth  and  employment  is 
more  worthy  of  historical  notice 
than  politicians  or  soldiers. 
J.  Paul  Getty 


Money  can  do  a  lot,  but  it  can't  beat 
talent  and  willingness  to  work  hard. 
William  Feather 


Only  mushrooms  can  grow  in  the  shadou 
of  mighty  trees,  but  shrubs  need  light 
in  order  to  grow.  If  you  recognize 
that  your  father  is  a  tree,  you  should 
move  away  and  out  of  his  shadow. 
Carl  Zimmerer 


The  measure  of  a  man  is  not  determined 
by  his  show  of  outward  strength  or 
the  volume  of  his  voice  or  the  thunder 
of  his  action.  It  is  to  be  seen  rather 
in  terms  of  the  strength  of  his  inner 
self  in  terms  of  the  nature  and  depth 
of  his  commitments,  the  sincerity  of 
his  purpose  and  his  willingness 
to  continue  "growing  up. 
Grady  E.  Poulard 


In  private  matters  everyone  is  equal 
before  the  law.  In  public  matters, 
when  it  is  a  question  of  putting  power 
and  responsibility  into  the  hands  of 
one  man  rather  than  another,  what 
counts  is  not  rank  or  money,  but  the 
ability  to  do  the  job  well. 
Pericles 


One  of  the  greatest  failings  of  today's 
executive  is  his  inability  to  do 
what  he's  supposed  to  do. 
Malcolm  Kent 


More  than  3, (XX)  "Thoughts."  in- 
dexed by  author  and  subject,  are 
available  in  a  574 -page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue.  New 
York,  N.Y.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders . 


A  Text . . . 


Sent  in  by  Marvin  Skene,  Staunton.  Va.  What's 
your  favorite  text3  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


For  the  eyes  of  the  Lord  run  to  and  jN 
thoughout  the  whole  earth,  to  shew  him 
self  strong  in  the  behalf  of  them  whosi 
heart  is  perfect  toward  him. 
II  Chronicles  16:9 
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Jet  travel  takes  air  out 
of  the  inflation  balloon. 


If  the  fight  against 
nflation  had  wings,  it 
vould  be  headed  in  the 
ight  direction.  Down. 

Few  other  indus 
ries  can  match  the 
tnti-inflation  per- 
Drmance  of  the  air- 
Lnes,  this  year  or  in 
he  past  decade. 

Air  travel  in 
978,  the  75th  year  of 
)Owered  flight,  will  set 
ill-time  records.  U.S. 
drlines  in  domestic  and 
nternational  service 
ire  carrying  more  than 
'00,000  passengers  a  day 
-that's  two  million  a 
nonth  more  than  last  year. 

One  reason  that 
tir  travel  keeps  growing 
3  because  the  cost  of  an 
tirline  ticket  has  in- 
creased much  less  than 
he  price  of  other 
foods  and  services. 


In  the  past  10 
years,  despite  soaring 
costs,  particularly  fuel, 
the  average  air  fare  on 
U.S.  carriers  has  gone  up 
only  4.4%  a  year.  By 
contrast,  the  Consumer 
Price  Index  during  the 
same  period  has" 
risen  6.2%  per  year— or  fi 
41%  higher  than  Jj 
air  fares. 


This  year,  more  than 
85  million  airline  pas- 
sengers—about one  out 
of  every  three— will  get 
more  for  their  dollars 
through  widespread 
discount  fares.  That's 
taking  air  out  of  the 
inflation  balloon. 


Some  air  travel  tips: 

—Make  your  reser- 
vations as  early  as 
possible. 

—  Remember  that 
many  discount  fares 
require  advance 
booking. 

—  Allow  plenty  of 
time  to  get  to  the 
airport  and  check  in. 

—  Cancel  reserva- 
tions when  your 

plans  change. 
Don't  be  a  No-Show. 


THE  AIRLINES  OF  AMERICA 

Public  Transportation  at  its  best. 

Air  Transport  Association  of  America,  1709  New  York  Avenue,  N.W.,  Washington,  D.C.  20006 
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"With  any  equipment,  I  rate 

service*!.  That's  why 
we're  happy  with  our 

Kodak  copiers." 


Ed  Maskow 

Central  National  Bank 

of  Cleveland 

With  more  than  twenty- 
ive  years  of  experience 
rtr.  Maskow,  reprographics 
nanager  at  Central 
National  Bank  of  Cleveland, 
las  seen  a  lot  of  copying 
squipment  come  and  go. 
He  can't  speak  too  strongly 
3bout  service.  In  fact,  he 
'ates  it  as  the  number-one 
actor.  It  doesn't  matter 
A/hat  the  equipment  is.  If 
ne  can't  get  service,  he'd 
'ather  not  have  it. 

Yours  was  one  of  the  first 
banks  in  Cleveland  to 


get  a  Kodak  Ektaprint 
copier-duplicator, 

I  believe  so.  And  now  I've 
got  four  of  them  going 
full-blast.  Both  for  walk-up 
and  for  duplicating  jobs 
that  used  to  have  to  go 
offset.  As  a  matter  of  fact, 
the  copy  quality  is  so  well 
received,  someday  we 
may  even  forget  about 
some  of  our  offset  capacity. 

So  you're  really 
depending  on  this 
Kodak  equipment. 

I  sure  am.  They  replaced  a 
real  mixed  bag  of  copiers, 
some  of  which  were  very 
hard  to  get  any  service  for 
at  all.  Going  with  Kodak 
copiers  has  been  a  good 
move.  I  have  nothing 
but  good  response  from 
all,  including  my  top 
management. 

Of  course,  machines 
do  break  down.  How 
do  you  find  Kodak's 
response  when  you 
do  need  help? 

It's  been  tremendous.  The 
Kodak  service  representa- 
tive always  shows  up  fast. 
Does  his  job  fast.  And  does 


it  right.  And  the  proof  is,  our 
uptime  on  these  Kodak 
copiers  is  running  95%  and 
maybe  better. 

To  Central  Bank— as  to 
many  other  customers— 
Kodak  service  plus  Kodak 
quality  and  built-in  service- 
ability add  up  to  one  thing: 
more  predictable  perfor- 
mance. And  what  makes 
it  work—  month  after 
month,  year  after  year- 
is  the  Kodak  service  team. 
By  training  and  design, 
they  have  just  one  respon- 
sibility: making  sure  Kodak 
equipment  works  the  way 
it's  supposed  to. 

For  more  details  drop  us 
a  line.  Eastman  Kodak 
Company,  Customer 
Equipment  Services  Division, 
Dept.  K806,  Rochester, 
New  York  14650. 


Kodak  service 
pays  off  in 
performance. 

©Eastman  Kodak  Company,  1978 


Anew  way  to 
bail  out  the  kids. 


When  your  kid  is  on  the  phone  at  2  A.M., 
you  know  you've  got  a  problem. 

There's  been  an  accident.  Or  the  car  broke 
down.  Or  an  airline  ticket  somehow  got  lost. 

If  there  were  only  a  way  to  get  your  kid 
some  cold  cash  in  a  hurry.  Now  there  is. 

All  you  need  is  Master  Charge 
and  a  telephone. 

With  a  Master  Charge®  card,  you  can  use 
Western  Union's  Charge  Card  Money  Order 
service  to  send  money  24  hours  a  day,  seven 
days  a  week.  Just  call  Western  Union  toll  free 
at  800-851-2300.  (In  Illinois,  800-642-2430). 

You  can  send  up  to  $300  and  charge  the 
amount  to  your  Master  Charge  account. 

Card  verification  and  transmission  of 
funds  normally  takes  place  within  two  hours 
of  your  call.  The  money  order  can  be  picked 
up  at  one  of  our  8,100  U.S.  offices  or  agencies 
(some  of  which  are  open  24  hours),  including 
certain  truck  stops. 

Of  course,  you  can  still  send  regular 
money  orders  to  U.S.  and  many  overseas 
destinations,  by  bringing  the  cash  to  a 
Western  Union  office  or  agency. 

Other  ways  to  move  money  to 
employees,  suppliers,  etc. 

Business  users  can  send  money  orders  of 
up  to  $5,000  with  one  toll-free  call.  When  you 
open  a  Commercial  Money  Order  account 
your  firm  has  a  line  of  instant  credit.  And,  it 
costs  nothing  to  open  and  maintain  an 


Emergency  Money 
Wallet  Card 

Call  toll-free 

800-851-2300 

(in  Illinois.  800-<>12-24*i, 

Send  up  to  $300  anywhere  from  coast  to  ate*, 
and  charge  it  to  your  Master  Charge  card. 
See  instructions  on  reverse. 


For  a  free  wallet  card  with  instructions  on  how  to  use 
Charge  Card  Money  Order  service,  mail  coupon  below. 

account.  Also  a  Telex  or  TWX®  subscriber 
can  send  money  directly  from  the  terminal. 

Last  year  alone,  more  than  a  billion 
dollars  moved  from  one  location  to  another 
via  Western  Union.  Some  went  for  rescues. 
Most  was  just  business-as-usual. 

Western  Union:  The  fastest  way 
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The  Little  Green  Book 


PAID  CIRCULATION  OVER  660,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


This  month  Harper  &  Row  it,  pub- 
lishing The  Sayings  of  Chairman  Mal- 
colm ($5.95,  available  at  most  book- 
stores), a  compilation  of  more  than 
500  epigrams,  aphorisms,  adages,  axi- 
oms, proverbs,  observations,  truths 
and  comments  written  by  Forbes' 
Editor-in-Chief  (or  as  a  computer- 
written  letter  once  entitled  him — by- 
mistake  he  hopes — Ediotr-in-Chief) 
Malcolm  Forbes. 

As  readers  of  Fact  &  Comment 
well  know,  MSF's  sayings  cover  a 
multitude  of  subjects  and  situations 
from  thoughts  on  the  hereafter  ("The 
ultimate  in  optimism:  Confidence 
that  there  is  no  next  world  )  to  work- 
ing ("Hard  work;  Faking  it")  to  outra- 
geous puns  ("What  do  you  call  a  mus- 
cular spiritual  adviser?  A  gurulla"). 

The  task  of  organizing  this  material 
into  book  form  fell  to  Senior  Editor 
Ruth  Gruenberg,  who  handles  MSF's 
Fact  &  Comment  pages.  "We  didn't 
want  to  turn  off  readers  by  simply 
running  these  sayings  without  any 
break,  so  we  decided  to  divide  the 
material  by  categories.  Some  of  the 
classifying  was,  of  course,  a  bit 
forced."  For  example,  under  what 
heading  would  you  put,  "We  d  all  like 
to  be  taken  for  what  we'd  like  to  be" 
(Reaching  High)?  Or  "If  I  should  die 
before  I  wake,  I  pray  the  Lord  our 
chef  to  take"  (Fact  &  Comment)? 

But  the  classifications  generally 
work  well.  Under  Simple  Truths,  for 
instance,  we  find  such  nuggets  as 
"Compliment  others  on  the  virtues 
they  have  and  they're  not  half  as 
pleased  as  being  complimented  for 
having  the  ones  they  don't  have." 

As  title,  MSF  originally  proposed 
The  Sayings  of  Chairman  Mao-colm. 
Everyone  else  cringed.  Mao  became 
Malcolm. 

But  then  the  author  suggested  us- 
ing one  of  his  own  sayings,  "Every- 
body has  to  be  somebody  to  some- 
body to  be  anybody,"  as  title,  and  for 
subtitle,  "Anybody  who  tries  to  be 
something  to  everybody  is  nobody  to 
anybody."  Says  Malcolm:  "I  thought 
that  these  would  give  it  an  inspira- 
tional flavor,  as  those  books  are  sell- 
ing well  these  days."  Much  too  long, 
the  publishers  felt,  for  such  a  small 
volume. 

MSF  made  one  last  suggestion: 
"Why    not    name    one    cover  The 


Sayings  of  Chairman  Malcolm  and 
the  other  cover  could  be  the  inspira- 
tional one.  If  the  first  approach 
doesn  t  sell,  just  turn  the  book  upside 
down  and.  presto,  a  new  title  and  a 
new  chance  of  sales. 

Harper  &  Row  said  no  to  that  too. 
The  Federal  Trade  Commission 
might  file  an  injunction  for  decep- 


Fromthe^rids 
^HappyMilltonalr. 


tive  packaging.  So  Sayings  it  was. 

There  are  some  people,  though, 
who  won't  find  the  say  ings  the  book's 
main  attraction.  The  book  is  dedi- 
cated to  2,262  friends  and  the  dedica- 
tion runs  on  13  pages  in  small  type,  a 
publishing  industry  record.  And  that 
was  an  abridged  version.  The  original 
dedication  ran  twice  that  length. 
When  queried  about  having  so  many 
"close  acquaintances.  Malcolm  jocu- 
larly quotes  a  line  from  Fran 
Liebowitz  new  book  of  essays.  Met- 
ropolitan Life.  "Some  of  my  best 
friends  are  unaware  of  mv  existence." 

Why  did  he  do  it?  "Why  not2" 
replies  the  author.  "It  was  good  fun. 
How  many  of  us  ever  have  a  book 
dedicated  to  us?" 

With  a  dedication  like  that.  Chair- 
man Malcolm  could  be  better  read 
than  Mao's  Little  Red.  ■ 
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"The  A300  is  performing 
even  better  than  promised." 


That's  the  kind  of  response 
you  get  when  you  talk  to  depart- 
ment heads  of  the  fourteen  air- 
lines now  operating  the  A300. 

Whether  they're  involved  in 
marketing,  passenger  service, 
cargo,  flight  operations,  mainte- 
nance or  engineering  they 
describe  the  A300  in  glowing 
terms. 

And  you'll  find  the  same 
enthusiasm  from  financial 
officers  and  chief  executives. 


As  an  example,  the  President 
of  one  airline  now  operating  the 
A300  was  quoted  recently  in 
Aviation  Week:  "It  is  a  very  fine 
airplane  that  meets  our  best 
expectations." 

With  its  advanced  technology 
wing,  quiet,  fuel-efficient  fanjets, 
twin-engine  economy  wide-body 
comfort  and  huge  cargo  capacity 
the  A300  is  proving  to  be  the 
logical  choice  for  more  and  more 
of  the  world's  airlines. 


Vigorous  enforcement  of  existi 
jobs  for  steelworkers  —  and  fo 


Fair  play  in  steel  trade: 
part  of  the  solution  to  the  steel  industry  puzzle 


ide  laws  can  save 

t  of  other  Americans/ too. 


America's  existing  trade  laws 
/ere  designed  to  encourage  fair 
•ade  between  our  nation  and  oth- 
rs . . .  and  also  to  prevent  damage 
3  any  domestic  industry  caused 
y  unfair  trade  practices. 

One  of  America's  trade  laws 
tates  that  it's  illegal  for  a  foreign 
roducer  to  sell  his  product  in  the 
I.S.  at  a  price  below  his  full  cost  of 
roduction. 

That's  called  "dumping." 
md  that's  what  foreign  steel  pro- 
ucers  have  been  doing  in  recent 
ears.  "Dumping"  their  products 
i  the  U.S.— in  order  to  keep  their 
lants  running,  their  people  em- 
loyed.  What  they  do,  in  effect,  is 
xport  their  unemployment  to  the 

r.s. 

But  "dumping"  is  not  just  a 
teel  industry  problem.  That  illegal 
ractice  affects  many  American  in- 
ustries  and  many  hundreds  of 
lousands  of  workers. 

One  answer:  enforce  the 
xisting  trade  laws 

Free  trade,  yes.  But  fair.  We 
on't  think  any  American  indus- 
y  is  asking  for  too  much  when  it 
emands  fair  play  here  in  our  own 
Duntry.  When  it  asks  our  govern- 
lent  for  vigorous  and  effective 
nforcement  of  existing  laws. 

Trigger  pricing 

One  attempt  to  achieve  fair 


play  for  America's  steel  industry 
is  the  trigger  price  mechanism  im- 
plemented by  the  Administration. 

Objectives  of  the  mechanism 
are  (1)  to  monitor  the  prices  of  steel 
imports  into  the  U.S.  and  (2)  to  ini- 
tiate accelerated  anti-dumping  in- 
vestigations of  imports  priced 
below  the  trigger  price  mechanism. 

To  be  effective,  the  mecha- 
nism must  reflect  the  full  cost  of 
the  foreign  producer  for  steel 
landed  in  the  U.S.  If  it  does  not,  it 
will  not  really  eliminate  the  unfair 
trade  practice  of  "dumping." 

Still  needed:  U.S.  tariffs  on 

steel 

Regardless  of  the  ultimate 
impact  of  the  trigger  price  mecha- 


nism, we  believe  that  existing  U.S. 
tariffs  on  steel  should  be  retained. 
These  tariffs  are  an  element  of 
moderation  in  the  international 
arena  for  steel  trade.  They  must 
be  maintained  until  such  time  as 
fair  and  nondiscriminatory  world 
trade  in  steel  has  been  achieved. 

Washington  must  help 

Unfair  trade  practices,  such 
as  "dumping,"  benefit  foreign 
products  and  foreign  workers  at 
the  expense  of  our  own.  If  you  be- 
lieve the  U.S.  government  should 
enforce  U.S.  laws  to  stop  such  un- 
fair practices,  please  write  your 
representatives  in  Washington 
and  tell  them  so. 

Bethlehem  Steel  Corpora- 
tion, Bethlehem,  PA  18016. 


Trends 


Edited  by  JOHN  A.  CONWAY 


Rules  For  Foreign  Banks? 

The  long  campaign  by  the  Federal 
Reserve  to  bring  foreign  banks  in  the 
U.S.  under  some  form  of  federal  regula- 
tion may  finally  be  getting  somewhere. 
At  least,  the  idea  stands  a  better  chance 
of  action  in  Congress  than  in  previous 
years.  The  Internatonal  Banking  Act  of 
1977.  proposed  by  Rhode  Island  Demo- 
crat Fernand  St.  Germain,  passed  the 
House  in  February  and  is  now  with  the 
Senate  Banking  Committee.  That  has 
happened  before,  to  no  avail.  This  time, 
however,  Banking  Committee  Chairman 
William  Proxmire,  after  meeting  with  St. 
Germain  and  the  House  leadership,  has 
scheduled  hearings  on  the  bill,  plus  a 
"markup"  session  to  write  a  Senate  ver- 
sion. That  is  a  first.  Another  plus  is  that 
the  principal  witness  for  the  bill  will  be 
Fed  Chairman  G.  William  Miller,  who 
so  far  has  proven  a  most  effective  advo- 
cate on  the  Hill.  The  St.  Germain  bill 
isn't  all  the  Fed  wants.  It  would  force 
banks  to  meet  U.S.  reserve  require- 
ments but  does  not  require  Fed  mem- 
bership and  leaves  expansion  across  state 
lines — taboo  for  U.S.  banks — up  to  the 
individual  states.  The  Fed  would  like  all 
banks,  foreign  and  domestic,  to  play  un- 
der the  same  rules. 

Forehand,  Backhand 

Western  lumber  producers  have  good 
and  bad  news  from  Washington.  First, 
the  Agriculture  Department  raised  the 
allowable  harvest  in  national  forests  by 
6% — an  obvious  boon  for  the  West, 
where  most  of  these  public  tracts  are 
located.  But  while  extending  this  help- 
ing hand.  Uncle  Sam  backhanded  the 
same  industry  by  proposing  still  another 
hike  in  its  rail-transport  costs.  The  Inter- 
state Commerce  Commission  wants  to 
raise  freight  rates  4%  on  lumber  prod- 
ucts shipped  east  of  the  Mississippi.  The 
treemen  are  fighting  the  plan,  charging 
it  will  hurt  both  them  and  the  railroads. 
Since  1967.  the  Western  Wood  Products 
Association  says,  rail-rate  increases  on  its 
members  lumber  have  resulted  in 
50.000  fewer  carloads  shipped  into  the 
big  Northeastern  market,  business  that 
would  have  been  worth  SI  12  million  to 
the  railroads  during  last  year  alone.  The 
higher  rail  rates,  the  association  argues, 
do  help  Southern  lumbermen,  but  they 
traditionally  are  heavy  users  of  trucks 
and  barges. 

The  Invisible  Adviser 

Wilbur  Mills,  longtime  chairman  of 
the  tax-writing  House  Ways  &  Means 
Committee  and  now  a  Washington, 
D  C.  lawyer,  is  being  described  by  his 


friends  as  one  of  President  Carter's  top 
economic,  tax  and  political  advisers. 
One,  economist  Pierre  Rinfret,  even 
ranks  the  former  Arkansas  congressman 
as  second  only  to  Robert  Strauss,  the 
President's  chief  trade  negotiator  and 
anti-inflation  czar,  in  the  advisory  peck- 


Mills:  Does  he  or  doesn't  he? 


ing  order.  The  White  House,  however, 
professes  to  be  mystified  by  the  whole 
thing,  and  Mills  himself,  now  counsel  in 
the  Washington  office  of  New  York's 
Shea,  Gould.  Climenko  &  Casey,  says  he 
has  not  "met  with  the  President  "since 
he  has  been  in  office."  He  then  adds 
cryptically  that  "something  like  that  may 
be  developing,  but  I  have  not  been  ap- 
prised of  it  Mills,  who  resigned  his 
House  chairmanship  after  making  the 
wrong  headlines  with  drinking  bouts  and 
escapades  with  an  Argentine  stripper,  is 
now  dispensing  his  justly  famous  tax  ad- 
vice to  Shea,  Gould  clients  and  is  a 
spokesman  in  the  Capital  for  Alcoholics 
Anonymous. 

Beat  The  (Tariff)  Clock 

U.S.  watchmakers  charge  that  their 
Russian  counterparts  are  two-timing 
U.S.  tariff  laws  and  unloading  as  many  as 
850.000  low-cost  timepieces  a  year  in  the 
American  market.  The  trick  involves  a 
1954  law.  designed  to  encourage  light 
industry  in  the  Virgin  Islands.  Guam  and 
American  Samoa,  which  allows  their 
products  to  enter  the  U.S.  duty  free. 
The  Russians  are  shipping  their  under- 
S20  wristwatches  to  the  Virgins  for  final 
assembly  and  from  there  to  the  U.S. 
where  they  are  sold  by  private  label 
manufacturers  and  department  stores. 
The  trouble,  according  to  the  American 
Watch  Association,  is  that  the  "assem- 


bly" consists  of  inserting  two  screws.  The 
Commerce  Department  says  it  is  weigh- 
ing new  rules,  not  so  much  to  stop  the 
Russian  ploy  as  to  ensure  that  the  V  irgin 
Islanders  get  the  work  the  1954  law  was 
supposed  to  provide. 

The  Generous  Alumnus 

The  big  surprise  in  the  latest  measure 
of  private  giving  to  colleges  is  the  stand- 
ing of  tax-supported  state  schools  on  the 
list.  Two  major  state  universities,  Cali- 
fornia and  Minnesota,  now  rank  among 
the  top  five.  A  survey  of  the  1976-77 
school  year  by  the  Council  for  Financial 
Aid  to  Education  show  s  that  gifts  to  pub- 
lic schools  are  up  17%,  those  to  private 
institutions,  9.6%.  Leading  the  parade, 
as  usual,  was  Harvard,  with  $65  million. 
Second,  however,  was  a  virtual  tie  be- 
tween the  state-run  University  of  Cali- 
fornia and  Stanford,  with  856  million 
each.  The  priv  ate  University  of  Southern 
California  placed  fourth,  with  837  mil- 
lion and  the  tax-supported  University  of 
Minnesota  was  fifth,  with  834  million. 
Total  gifts  were  82.67  billion. 

Britain  And  The  Boycott 

Britain  is  taking  its  first  step  toward 
legislation  to  counter  the  Arab  boycott  of 
firms  doing  business  with  Israel,  and  a 
Select  Committee  of  the  House  of  Lords 
has  begun  studying  the  matter.  (The 
U.S.  Congress  enacted  an  anti boycott 
law  in  1965  and  beefed  up  its  enforce- 
ment last  year.)  The  British  are  obvious- 
ly starting  from  square  one.  The  Lords 
and.  in  fact,  the  entire  London  govern- 
ment was  without  a  copy  of  Saudi  Ara- 
bia's blacklist,  for  instance,  until  Will 
Maslovv.  general  counsel  of  the  Ameri- 
can Jewish  Congress,  who  had  been  in- 
vited to  testify,  supplied  one.  The  Saudi 
list  (which  Maslovv  got  for  825  from  the 
Jedda  chamber  of  commerce)  contains 
the  names  of  more  than  1.100  British 
companies  and  auxiliaries  in  a  special 
100-page  section.  The  pace  of  any  action 
in  the  British  Parliament  will  be  mea- 
sured, at  best.  While  the  ruling  Labor 
Government  raised  no  objections  to  the 
Lords  action  in  investigating  the  sub- 
ject, it  is  on  record  as  opposing  any  final 
legislative  action. 

No,  No  Nanook 

The  latest  road-to-riches  gimmick  is 
something  called  "Alaska  Employment 
Kits,  which  claim  to  tell  how  to  land 
big-ticket  jobs  on  the  proposed  Alaskan 
natural  gas  pipeline.  Ads  have  been  ap- 
pearing in  campus  newspapers  touting 
the  kits  and  saving  that  the  new  line  will 
outdo  the  boom  brought  by  the  Alyeska 
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More  and  more  people 
are  doing  business  with  Chevys. 

They're  going  our  way  because  we're 
offering  new  value,  styling  and  technology  that  are 
helping  establish  new  industry  trends  for  fleets. 


MALIBU 

New  Size.  New  Success. 


Fleet  sales  for  the  new  Malibu  are  up  20% 
through  April  10  of  this  model  year.  Buyers 
are  discovering  the  advantages  of  its  new 
trim  and  timely  size.  Malibu.  Fresh,  new 
and  packed  with  value. 


CHEVROLET.  Tops  in  fleet 
sales.  Tops  in  overall  sales. 


The  New  Chevrolet  is  clearly  the  shape  of 
things  to  come,  with  fleet  sales  through 
April  10  of  this  model  year  alone  up  27%! 
No  wonder  it's  America's  best-selling  fleet 
car.  America's  best-selling  car,  period. 


MONTE  CARLO'S  plush 
"Executive  Suite" 


Monte  Carlo  not  only  makes  you  look  good, 
it  makes  you  look  smart.  For  it  has  a  very 
rewarding  practical  side.  You'll  find  a  level 
of  luxury  and  performance  that  is  surpris- 
ingly affordable.  Small  wonder  that  model 
year  fleet  sales  are  up. 

The  newCHEVETTE'S 
amazing  success. 


Not  only  is  it  the  number-one  seller  in  its 
class  through  April  10  of  this  model  year, 
but  Chevette  fleet  sales  are  up  154%!  All  for 
good  reasons.  The  4-door  Hatchback  has  a 
wealth  of  standard  equipment,  surprising 
rear  seat  leg  room  and  remarkable  cargo 
space.  And  it's  the  lowest  priced  4-door 
hatchback  sold  in  America.  (That's  based 
on  a  comparison  of  manufacturers'  suggested 
retail  prices  for  base  models.)  It's  a  lot  of 
car  for  the  money. 


When  it  comes  to  value,  America  comes  to  Chevrolet. 


Chevrolet 
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Michael  Martino 
Security  Manager 
United  Stationers 
Forest  Park,  Illinois 


"Since  a  person  spends  the  majority  of  his  'awake' 
hours  at  work,  we  feel  it's  to  our  advantage  to  have  our 
employees  working  in  an  atmosphere  that  is  relaxing 
and  harmonious.  A  happy  employee  is  a  hard-working 
employee.  We're  extremely  satisfied  with  our 
Muzak  Program  Service,  and  we  believe  it's  worth 
its  weight  in  gold." 


Music  by  Muzak-  For  Companies 
Who  Care  About  Their  People 

Most  working  people  want  to  do  a  good  job.  They  take  pride 
in  their  work.  Yet  even  the  most  conscientious  are  often  sub- 
jected to  stress,  boredom,  or  fatigue.  This  is  why  progressive 
companies  present  their  personnel  with  Music  by  Muzak.  Sci- 
entifically designed  functional  music,  it  really  helps  enhance 
the  quality  of  work  life. 

Music  by  Muzak  makes  good  business  sense,  too.  When  a  com- 
pany cares  about  its  people,  its  people  care  about  the  company. 
Learn  how  Muzak  can  help  your  people,  your  company.  Just 
drop  us  a  line  on  your  stationery.  We'll  see  that  you  get  com- 
plete information  along  with  a  complimentary  Muzak  Stereo 
Demonstration  Album. 


IVIUZAK®  100PARK  AVENUE,  NEW  YORK,  N  Y.  1001 7  (212)889-1330 
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CHANGE  OF  ADDRESS 

■  If  you  are  moving,  let  us  know  six  weeks 
before  so  we  can  keep  Forbes  coming.  Enter 
your  new  address  on  this  form  and  return  it 
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oil  pipeline.  According  to  officials  of  the 
Northwest  Alaskan  Pipeline  Co.,  howev- 
er, no  one  should  start  packing.  The 
company,  which  is  to  build  the  line  along 
the  Alcan  Highway,  says  that  for  open- 
ers, Alaska  has  the  highest  unemploy- 
ment rate  in  the  U.S.  Moreover,  pre- 
liminary work  on  the  gas  line  won't  start 
until  1980  and  actual  construction,  not 
until  1981. 

Who  Gets  What  Tax  Cut? 

If  President  Carter  makes  good  on  his 
offer  to  reduce  his  proposed  $25-bilIion 
tax  cut  to  $20  billion,  how  will  the 
change  affect  corporate  and  individual 
taxpayers?  The  Administration  will  say 
only  "We're  working  on  that  now."  But 
there  is  one,  and  so  far  only  one,  clue: 
Charles  Schultze,  chairman  of  the  Presi- 
dent's Council  of  Economic  Advisers, 
has  said  that  the  general  outlines  of  the 
cut  should  conform  to  the  original  Carter 
proposal  in  January.  That  would  mean 
that  the  cut  would  be  oriented  toward 
encouraging  consumption  rather  than 
capital  formation,  with  roughly  three- 
quarters  of  the  tax  break  going  to  indi- 
viduals, the  rest  to  corporations. 

A  Hard  Look  At  The  Sun 

A  man  who  should  know  has  some 
sobering  thoughts  on  all  the  Utopian  talk 
about  solar  energy'.  Bernard  O'Keefe, 
chairman  of  EG&G  of  Wellesley,  Mass., 
one  of  the  world's  top  high-technology 
firms,  manages  the  federal  Solar  Total 
Energy  System  Test  Facility  in  New 
Mexico  (plus  space  and  nuclear  projects). 
He  would  like  to  see  solar  energy  work, 
he  says,  "but  the  economics  are  against 
it,  now  and  in  the  future  .  .  .  When  the 
Industrial  Revolution  came  along,  fossil 
fuels  became  20%  of  the  cost  of  using 
solar  energy.  In  other  words,  solar  was 
five  times  as  expensive  as  coal  200  years 
ago.  It's  still  five  times  as  expensive." 
What  about  the  wonders  of  science? 
"There's  no  scientific  development  to 
do.  We  know  what  the  sun  is  like.  It's  a 
lousy  energy  source  [because]  it  only 
operates  when  it's  warm  and  light  out." 
Solar  energy  also  requires  huge  amounts 
of  new  materials,  so  even  though  other 
energy  prices  are  going  to  go  up, 
O'Keefe  points  out,  "solar  energy  is  go- 
ing to  go  up  with  them."  O'Keefe  does 
see  solar  energy  as  a  boon  for  hot-water 
heating  ("because  you  have  your  storage 
source ")  and  for  isolated  communities, 
particularly  in  underdeveloped  countries 
with  no  fossil  fuel  reserves.  But,  he  con- 
cludes, "I  don't  see  a  time  when  solar 
energy  will  compete  economically  with 
nuclear  or  fossil  fuels  as  a  major  energy 
source."  ■ 
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These  famous  symbols  all  have  something  in  common. 


6 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as  the 
53rd  largest  U.S.  industrial,  with 
1977  sales  of  over  $3.8  billion. 

And  diversified.  Greyhound's 
activities  run  from  transpor- 
tation to  food  to  soap  to 
computer  leasing  to  restaurants 
to  display  contracting  to 
jet  fueling  systems  at 
major  airports  and  more. 

And  we're  not  just/n  these 
businesses;  Greyhound's  the 
front-runner  in  most  of  them. 

Greyhound  is  the  number 
one  transportation  company 
on  earth . .  .or  in  the  sky.  In  1977, 
we  carried  22  million  more 
people  than  United  Airlines, 
America's  largest  airline. 

Greyhound's  Armour  is 
America's  leading  producer  of 


bacon  and  the  second  leading 
seller  of  hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
number  one  selling  soap  in 
America.  And,  together  with  our 
Tone  brand,  our  two  soaps  have 
a  larger  dollar  share  of  market 
than  any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Proctor  and  Gamble 
or  anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation  equip- 
ment in  the  U.S.  —  in  fact, 
we  own  more  jets  than  some 
airlines.  And  we  operate  the 
premier  group  of  display 
companies  in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't  just 
"the  bus  company"  anymore, 
it's  "the  omnibus  company" — a 
growing  corporation  serving  the 
needs  of  today's  consumer 
in  many  different  ways. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies 


Europe's  truck 
are  America's 


In  September,  1973,  American  truck  owners 
awoke  to  find  themselves  in  a  world  their  trucks 
were  never  built  for.  Because  that  date  marked  the 
beginning  of  the  energy  crisis.  And  the  energy  crisis, 
in  turn,  marked  the  beginning  of  inflated  prices, 
wages,  and  maintenance  costs. 

These  problems  may  be  new  to  America.  But 
they're  decades  old  to  Europe,  where  the  companies 
of  IVECO—  Europe's  second- largest  truck  manufac- 
turer—have been  building  trucks  to  solve  them. 

Our  Magirus  Diesel  trucks  are  built 
to  solve  problems  that 
America's  just  beginning  to  recognize. 

Our  Magirus  trucks  can  solve  the  problems  that 
are  making  America  an  increasingly  difficult  place  to 
operate  a  truck  in.  Partly  because  of  the  trucks  them- 
selves. And  partly  because  of  the  heavy-duty  diesel 
engines  built  into  every  single  one  of  them. 

It  didn't  take  a  fuel  crisis  to  make 
Europe's  fuel  prices  outrageous. 

Our  diesel  engines  are  ideal  for  a  continent  where 
gasoline  costs  as  much  as  $2.16  a  gallon,  and  where 
people  look  with  fond  nostalgia  on  the  kind  of  fuel 
prices  that  are  giving  Americans  nightmares. 


Instead  of  running  on  gasoline,  our  diesel  engines 
use  a  fuel  that  nationally  averages  about  10$  a  gallon 
less  than  unleaded:  And  while  gasoline  trucks  in 
Magirus'  weight  class  average  4  to  5  miles  per  gallon, 
Magirus  diesels  average  8  to  10. 

With  no  spark  plugs,  distributor,  ignition  system, 
carburetor,  and  consequently  no  tune-ups,  our  diesel 
engines  also  save  money  on  maintenance. 

In  fact,  between  the  savings  on  fuel  and  mainte- 
nance alone,  over  five  years  one  of  our  diesel  engines 
can  almost  pay  for  one  of  our  diesel  trucks. 

Before  most  of  America's  cities  were  built, 
most  of  Europe's  were  obsolete. 

While  most  of  America's  cities  were  built  in  the 
age  of  the  steam  engine,  most  of  Europe's  date  back 
to  the  age  of  the  horse  and  chariot. 

Today,  obsolescence  is  overtaking  America's 
cities,  just  as  it's  overtaken  Europe's. 

Potholed  streets  in  New  York  and  Detroit  are  as 
rough  as  the  cobblestoned  streets  of  Athens. 

And  traffic  congestion  makes  the  straight,  wide 
streets  of  St.  Louis  and  the  freeways  of  Los  Angeles 
as  impassable  as  the  alleys  of  Madrid  and  the  piazzas 
of  Rome. 

Magirus  trucks  are  built  to  operate  efficiently  in 


blems  of  the  past 
g  problems  now. 


a  continent  of  cities  that  don't.  Front-wheel  shock 
absorbers,  cab  shock  absorbers,  rear  stabilizer  bar, 
and  progressive-rate  springing  are  all  standard  — to 
help  truck,  cargo,  and  driver  travel  smoothly  over 
potholed,  cobblestoned,  or  deteriorating  roads. 

A  short  turning  circle  is  also  standard,  to  help 
Magirus  trucks  maneuver  their  way  around  city  traffic 
jams.  And  for  traffic  jams  that  no  amount  of  maneu- 
vering can  get  around,  our  diesel  engine  idles  on  a 
fuel-air  mixture  that's  99.668%  air. 

We've  been  building  diesels  longer  than  most 
manufacturers  have  been  building  trucks. 

Back  in  1907,  before  most  American  truck 
manufacturers  were  even  in  existence,  an  IVECO 
company  was  mass-producing  diesels. 

And  the  kind  of  engine  we've  been  building  since 
the  late  I900's  is  ideaily  suited  to  solving  America's 
trucking  problems  of  the  late  1970's. 

At  a  time  when  America  really  needs 
medium-size  diesel  trucks,  why  does  it  have 
fewer  than  Germany? 

As  fuel  prices  and  maintenance  costs  skyrocket 
and  road  quality—  particularly  in  cities—  plummets, 
America  needs  diesel  trucks  at  least  as  much  as  any 


other  country  in  the  world. 

Yet,  except  for  long-distance  18-wheelers, 
America  doesn't  have  them.  In  the  entire  United 
States,  there  are  some  52,059  medium-size  (Class  6) 
diesel  trucks.  In  West  Germany,  a  country  the  size  of 
Oregon,  there  are  58,000. 

More  than  35,000  of  Germany's  diesel  trucks 
come  from  Magirus  and  its  sister  IVECO  companies 
—  Unic,  Lancia,  OM,  and  Fiat.  And  now,  our  Magirus 
trucks  can  do  for  America  what  they're  already 
doing  for  Germany,  Europe,  Asia,  Africa,  and  the  rest 
of  the  world. 

Now  that  America  has  Europe's  trucking  prob- 
lems, it  should  take  advantage  of  Europe's  solution. 


IVECO 


Magirus  Diesel  trucks  are  distributed  by 

Iveco  Trucks  of  North  America,  Inc.,  Blue  Bell,  Pa. 


'Federal  Energy  Review,  February,  1978  Local  prices  may  vary 
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Short-term  Notes. 

A  major  Wall  Street  bank  surprised  the 
financial  community  with  a  note,  priced  just 
above  what  the  bank  itself  pays,  good  for  10  days. 

Wells  Fargo  created  its  own  low-rate  note. 

Good  for  29. 


Pioneering.  Wells  Fargo  Bank. 


Follow-through 


The  Bunny  Battles  Back 

Derick  Daniels,  the  49-year-old  news- 
paper executive  whom  Hugh  Hefner 
hired  to  get  the  Playboy  bunny  back  into 
harness,  was  just  settling  into  the  Chica- 
go hutch  a  year  ago,  and  the  June  I,  1977 
Forbes  reported  things  were  already 
"getting  more  businesslike."  Daniels, 
scion  of  a  distinguished  North  Carolina 
publishing  family,  had  left  Knight-Rid- 
der  Newspapers  in  response  to  Hefner's 
supercarrot,  $250,000  in  salary  and  a 
.$550,000  bonus  package. 

The  24-year-old  bunny  empire  was  no 
place  for  the  fainthearted.  Pretax  profits, 
$20  million  in  1973,  had  shriveled  to  $2 
million  in  1975  and  barely  topped  $5 
million  in  1976.  Retrenchments  were  al- 
ready under  way;  the  new  man  has  in- 
tensified them.  Last  fall  100  heads  rolled 
at  Playboy  Enterprises,  Inc.,  from  vice 
presidents  down  and  "across  the  board," 
Daniels  says.  The  entertainment  divi- 
sions— movies,  TV,  records,  sheet  mu- 
sic— had  been  generating  horrendous 
losses.  Daniels  swept  out  the  playpen. 
Playboy  will  finance  and  produce  no 
more  pictures,  but  a  development  com- 
pany will  provide  access  to  its  material. 
Daniels  also  moved  out  of  records  and 
music,  except  for  licensing.  The  purpose 
of  all  this  exercise  (which  Daniels  de- 
scribes as  "changing  pants  in  the  middle 
of  a  100-yard  dash")  has  been  "to  play  to 
our  strength — magazines  and  books." 

Playboy,  which  started  it  all,  still 
flexes  the  big  muscle  and  it  is  regaining 
its  old  tone.  With  another  new  face, 
Henry  Marks  of  Dow  Jones,  flogging  the 
sales  staff,  the  magazine  sold  1,089  pages 
in  1977,  the  first  1,000-page  year  in  its 
history.  Old  magazine,  which  lost  $1  mil- 
lion in  the  year  that  ended  June  30, 
1977,  has  been  shifted  to  Los  Angeles 
(Hefner's  own  home  base)  with  a  new 
editor  and  a  streamlined  staff,  and  is 
"solidly"  in  the  black.  ("And  I  mean  'sol- 
idly, "  Daniels  says.) 

Daniels  is  also  striving  to  keep  the 
bunny's  gambling  operations  on  the 
hop.  The  company's  two  London  casi- 
nos, which  alone  were  almost  enough  to 
offset  the  losses  from  Playboy's  enter- 
tainment, nightclub  and  resort  fiascos  of 
previous  years,  are  still  bringing  in  the 
vacationing  oil  sheikhs,  and  the  profits. 
In  April  of  this  year  Daniels  opened 
another  casino,  in  the  Bahamas,  where 
Playboy  dealers  and  croupiers  are  rak- 
ing in  the  chips  at  the  government- 
owned  Ambassador  Beach  Hotel  on  Ca- 
ble Beach  in  Nassau. 

The  big  card  in  the  bunny's  gambling 
future  is  Playboy's  ambitious  $75-million 
hotel-casino  plan  in  Atlantic  City,  N.J. 
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For  this  one,  Hefner  &  Co.  took  a  differ- 
ent tack — other  people's  money — and 
called  in  Donaldson,  Lufkin  &  Jenrette 
to  find  outside  capital.  Atlantic  City  gam- 
bling is  rolling,  but  the  bunny  is  still  on 
the  sidelines.  Financing  is  not  yet  final 
but  things  are  hopeful,  Daniels  says.  A 
West  German  investment  group  has 
signed  a  letter  of  intent  to  provide  equity 
capital,  and  a  number  of  bank  groups  are 
weighing  mortgage  money.  One  hangup 
is  that  zoning  papers  and  other  red  tape 
are  still  to  be  unraveled.  Another  was 
that  Federal  Aviation  authorities  decid- 
ed that  the  planned  hotel's  tower  would 
prove  a  flight  hazard,  and  designer  Mar- 
tin Stern  of  Beverly  Hills  (creator  of  the 
colossal  MGM  gambling  hotels  in  Las 
Vegas  and  Reno,  Nev.)  had  to  go  back  to 
the  drawing  board.  Once  all  this  is 
cleared  up,  Daniels  expects  to  have  the 
Playboy  casino  operating  in  "Las  Vegas 
East"  in  two  years. 

With  his  fiscal  year  just  winding  up, 
Daniels  is  understandably  chary  with 
hard  figures.  Results  so  far  have  been 
encouraging.  The  first-quarter  earnings 
were  45  cents  a  share  (vs.  41  cents  the 
year  before);  the  December  quarter's  13 
cents  were  off  from  the  prior  year,  be- 
cause of  writeoffs;  and  the  third  quarter 
was  up,  7  cents  vs.  5  cents.  Fiscal  1978, 
Daniels  says,  will  be  a  "good  year,  oper- 
ationally, in  a  turnaround  period."  But 
he  carefully  stresses  that  words  like 
"good,"  "operationally"  and  "turn- 
around" can  all  be  spelled  "caveat." 

Playboy's  Daniels:  Changing  pants. 


After  The  Flak 

Forbes  triggered  a  barrage  of  flak  with  a 
report  last  fall  (Oct.  15,  1977)  on  the 
phenomenal  success  the  Shaklee  Corp. 
had  scored  both  with  its  horde  of  health- 
seeking  customers  and  with  investors.  In 
four  years,  Shaklee  shares  had  generated 
a  market  value  of  $160  million,  on  book 
value  of  $40  million.  Despite  some  disas- 
trous overseas  ventures,  which  prompt- 
ed the  Shaklee  family  (which  owns  56% 
of  the  company)  to  call  in  a  brand-new 
top  hand,  J.  Gary  Shansby  of  Booz,  Allen 
&  Hamilton,  the  California-based  vita- 
min-protein-supplement, cosmetics  and 
household-goods  manufacturer  had  $50 
million  in  cash  and  a  seemingly  limitless 
future. 

The  Forbes  story  also  noted  that 
Shaklee  s  sales  operation  was  really  a 
modern  version  of  the  tent-show  spiel 
(where  its  octogenarian  founder  had 
honed  his  skills)  and  that  its  army  of 
door-to-door  pushers  and  party-givers 
was  a  20th-century  version  of  the  Chil- 
dren's Crusade.  The  report  also  pointed 
out  that  Shaklee  had  been  the  focus  of 
critical  attention  from  federal  watchdogs 
like  the  Federal  Trade  Commission  and 
the  Food  &  Drug  Administration.  In  any 
case,  the  price  of  Shaklee  shares  dipped 
sharply  and  the  company  s  Wall  Street 
supporters,  as  zealous  as  its  sales  evan- 
gelists, denounced  Forbes.  ("Spurious" 
was  one  of  the  milder  expletives.) 

Critical  the  Forbes  article  may  have 
been,  but  spurious  it  was  not.  When 
earnings  in  the  second  quarter  of  fiscal 
1978  only  matched  the  previous  year, 
earning  65  cents  a  share.  President 
Shansby  blamed  that  on  a  bad  winter, 
the  furor  over  liquid  protein  (which 
Shaklee  does  not  sell)  and  a  shortage  of 
alfalfa  (which  it  does).  Despite  it  all, 
Shansby  said,  "we  are  extremely  opti- 
mistic .  .  .  we  believe  that  1978  will 
prove  to  be  another  milestone  year  for 
Shaklee." 

Since  then,  Shaklee's  chief  executive 
officer  has  had  to  temper  his  zeal.  In 
April  he  stated  that  his  earlier  forecasts 
of  $4  to  $4.23  a  share  in  1978  earnings 
(which  the  firm's  Wall  Street  friends 
were  circulating  in  February)  were  a 
touch  overheated  and  should  be  revised 
to,  say,  $3.75  to  $4.  And  a  fortnight  ago, 
Shansby  had  to  swallow  a  second  bitter 
pill:  and  state  that  his  April  revisions 
would  not  be  met  either.  "Current  quar- 
terly sales,"  he  said,  "aren't  developing 
as  historical  trends  would  have  indicat- 
ed." The  market  responded  by  clipping 
nine  points — a  full  30% — from  the  price 
of  Shaklee  shares.  One  more  miracle 
company  reveals  feet  of  clay!  ■ 
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IF  YOU  FLUNK 
THIS  QUIZ, 

YOU  MAY  FAIL 
YOUR  FUTURE. 


r 


Ql  \\h\  do  man\  noted  economic 
observers  believe  our  economy  is 
headed  for  crisis? 

Ql  Why  have  gold  and  silver  his- 
torically offered  protection  against 
inflation,  recession,  depression  and 
the  declining  value  of  paper  money? 

Ql  Why  do  gold  and  silver  tend  to 
perform  well  w  hen  the  stock  market 
doesn't? 

Ql  Why  do  many  people  consis- 
tently profit  from  gold  and  silver 
while  others  don't,  during  the  same 
economic  conditions.'' 

Ql  Why  are  many  people  even 
day— even  those  who've  never 
invested  before-turning  to  gold  and 
silver  as  pan  of  their  economic  stra- 
tegies for  profit  and  protection? 

The  answers  to 
these  and  other 
questions  are 
in  our  Investor's 
Guide  to  Gold 
and  Silver.  It's 
yours  free. 

CALL  800-327-5587 

(In  Florida:  800-432-5 >79) 
OR  SEND  US  THE  COUPON  NOW 

International  Precious  Metals  Corporation 

R0  Km  24400  6451  N  Federal  H»} 
Ft  Lauderdale,  Florida  53307 

Vs.  I'm  concerned  abotii  the  future  Rush  me  umr 
free  Investor's  Guide  to  Gold  &  Silver 


n 


Name- 
Vddre> 


-Zip- 


Phone  (Home)- 


 I  currently  own  an  investment  portfolio 

 I  have  j  current  investment  in  precious  metals 

 I'm  interested  in  owning  precious  metals 

Gold  &  Silver.  Persons  vhmild  he  aware  that 
The  educated  risk.  lhi*old  •"")  sjlm  ™rkeLS  JH' 

«^       sunn-el  in  dam  and  long-u-rm 
_  —  fluctuations  as  economic  fac- 

I  ^Wll  ■       unh  the  Commodity  Futures 

"  "  >W        fradiflg  Commiss  

'  FBft-26 


Readers  Say 


Are  We  Smarter? 

SiR:  Your  editorial  on  utilization  of 
gold  supply  to  pay  for  oil  imports  elicited 
some  letters  of  disagreement  to  one  of 
which  yon,  apparently  for  vindication, 
responded  that  Treasury  had  announced 
plans  to  sell  gold  (Readers  Say,  Mai/  15). 
Just  because  Treasury  does  something 
does  not  make  it  necessarily  correct.  I 
had  thought  FORBES  to  be  smarter  than 
Treasury.  Maybe  not. 

— -James  I..  Hindenach 
Fairfield,  Conn . 

He  Makes  The  Task  Tougher 

Sir:  You  refer  to  City  Councilman 
Henry  Cisneros  as  a  "politician  reckoned 
to  be  San  Antonio's  next  mayor"  ("A 
Story  For  Our  Times,"  May  15).  At  one 
time  Mr.  Cisneros  was  indeed  reckoned 
to  be  our  city's  mayor — someday — but 
his  present  position  has  become  one  of 
polarization  brought  about  by  his  intense 
desire  to  become  San  Antonio's  first 
Mexican-American  mayor. 

San  Antonians  will  continue  to  work 
together  in  solving  their  problems,  at 
times  by  confrontation,  more  often  by 
quiet  discussion.  But  attitudes  such  as 
Mr.  Cisneros'  tend  to  make  the  process 
more  complicated  and  the  confrontations 
more  emotional. 

— Robert  N.  McDaniel 
Editor  and  Publisher, 
The  Commercial  Recorder 
San  Antonio,  Tex. 

Women,  Not  Ladies 

Sir:  Re  MSF's  reply  (Readers  Say, 
May  29)  to  critics  of  his  Women's  Lib 
editorial  ("Gee,  ladies,  I  was  writing 
with  tongue  in  cheek'").  Don't  call  us 
ladies;  we  are  women.  Pedestalism  is  a 
transparent  disguise  for  male  suprem- 
acy. All  we  want  is  equality. 

— Helen  Byron 
Mill  Valley,  Calif. 

Booby  Prize  Declined 

SiR:  The  Financial  Accounting  Stan- 
dards Board  respectfully  declines 
Forbes'  Egg-on-the-Face  Award  for  Ob- 
fuscation  for  1977  (May  15). 

Reporting  under  Statement  No.  8  can 
result  in  "utterly  confusing  investors 
about  the  earnings  of  companies  with 
important  overseas  stakes  only  if  inves- 
tors insist  on  believing  that  the  whole 
complex  operation  of  a  multinational  cor- 
poration, and  the  myriad  events  and  cir- 
cumstances that  affect  it,  can  be  neatly 
rolled  into  a  single  number — in  today's 
jargon,  the  "bottom  line."  If  companies 
furnish  the  information  recjuired  and  rec- 
ommended in  Statement  No.  8,  investors 


will  not  be  confused  if  they  take  the  time 
to  consider  the  effect  of  changing  ex 
change  rates  on  an  enterprise's  earnings 
If  there-  were  not  differences  of  opin 
ion  about  what  is  economic  reality  and 
how  financial  accounting  can  or  cannot 
reflect  that  reality,  there  would  be  no 
need  for  the  FASB.  If  the  board  is  showr 
a  better  way  to  reflect  that  reality,  anc 
not  obscure  it,  the  board  will  do  its  best 
to  see  that  it  is  incorporated  into  finan 
cial  reporting. 

— Donald  J .  Kirk 
Chairman 

Financial  Accounting  Standards  Board 
Stamford,  Conn 

Benefits  Overrated 

Sir:  Re  the  article  about  the  55  mph 
law  (Apr.  17).  A  recent  issue  of  Car  and 
Driver  magazine  proves  rather  conclu- 
sively that  the  55  mph  limit  has  not 
saved  lives.  Most  of  the  fatalities  do  not 
occur  on  the  roads  which  are  affected  by 
the  lower  speed  limit.  In  addition,  all  of 
our  interstates  were  designed  for  speeds 
of  70  mph  or  over  and,  therefore,  should 
not  be  contributing  to  the  death  rate. 

We  seem  to  accept  a  22%  reduction  of 
speed  limit  on  the  interstate  highways 
and  its  consequent  lowering  of  produc- 
tivity without  even  inquiring  into  the 
relative  value  of  the  savings.  When  we 
add  up  the  additional  cost  of  the  truck 
drivers  and  the  additional  trucks  to 
transport  the  same  quantity  of  goods, 
this  too  is  a  gigantic  economic  loss  that 
must  be  balanced  against  the  loss  of  our 
dollars  to  foreign  oil  barons. 

— J.  Kenneth  Looloian 
Newark,  N.J. 

Misguided  Woman's  Libber? 

SiR:  Re  "Is  Ecjual  Opportunity  Turn- 
ing Into  A  Witch  Hunt'J"  (May  29). 
Please  cancel  my  subscription  to 
Forbes. 

— Linda  S.  Wright 
Ardmore.  Pa. 

SiR:  Your  article  correctly  reported 
that  the  number  of  women  officials  and 
managers  at  Sears,  Roebuck  jumped 
from  209c  in  1966  to  36%  in  1978.  How- 
ever, it  said  Sears  minority  employment 
climbed  from  1.4%  to  10.5%  in  the  same 
period.  Those  figures  were  for  minorities 
who  are  officials  and  managers.  Sears* 
total  minority  emplovment  rose  from 
8.7%  in  1966  to  19.9%  in  1978. 

— C.F.  Bacon 
Vice  President,  Personnel  6 
Employee  Relations 
Sears.  Roebuck  h  Co. 

Chicago,  III. 
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m  United  Airlines 
brings  cargo  prices 
down  to  earth. 


Save  up  to  40% 
with  our  new 
"Cargo  Super  Savers 

New  round-the-clock  widebody  container  savings  program. 

One  low  flat  charge  in  all  widebody  markets 
for  every  container  type— gives  you  discounts  up  to  30%. 

Volume  discounts  can  give  you  additional  savings  up  to  10% 

No  time-of-tender  restrictions. 

Truck  rates,  at  jet  speeds,  on  all  widebody  flights. 

More  widebody  flights  than  any  other  airline. 

Pickup  and  delivery  service  available  system-wide. 

The  first  significant  new  air  cargo  product  and 
pricing  breakthrough  since  de-regulation. 

Call  your  local  United  Air  Cargo  office  for  details. 

Think  Bi&Think  United. 

f  unrreD  airlires  cargo 


What  do  you 
see  when  you  look  at 

a  tree?  It  depends  on  your  perspective. 

You  might  see  a  source  of  jobs. 

You  might  see  a  source  of  lumber, 
plywood,  paper,  packaging— "need"  pro- 
ducts as  opposed  to  "want"  products. 

You  might  see  an  ideal  base  for  a 
growth  business,  a  natural  resource 
that,  managed  properly,  renews  itself 
perpetually. 

You  might  see  a  splendid  example  of 
Nature's  artistry. 

When  we  look  at  a  tree,  we  see  all 
these  things,  and  more.  We  see  our  life's 
blood.  Much  of  what  we  do  depends  on 
trees.  So  we  take  care  of  ours. 

We  strive  to  manage  them  in  a  way 
that  reconciles  your  perspectives  and  ours, 
so  they'll  provide  jobs,  products,  profits 
and  splendor  forever. 

If  we  succeed,  everybody  wins.  You 
the  worker,  consumer,  investor  and  citizen. 
And  we  the  employees  and  shareholders 
of  Boise  Cascade. 

Reason  enough  to  try,  don't  you  think? 

Boise  Cascade  Corporation  (§) 

A  company  worth  looking  at. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


TO  BRAKE  INFLATION,  DROP  THE  ENTIRE  TAX-CUT  PROPOSAL 

The  market  jumped  and  the  dollar  firmed  when  Carter 
agreed  to  reduce  his  proposed  tax  reductions  from  $25  billion 
to  an  annual  rate  of  $20  billion. 

With  most  businesses  booming  and  unemployment  substan- 
tially less  and  daily  lessening,  to  hypo  a  healthy  economy  will 
serve  only  to  inflame  inflation.  It  seems  to  be  on  fire  without 


any  need  of  additional  fanning.  Knocking  the  other  $20  billion 
off  the  projected  deficit  of  $53  billion  would  be  powerful  proof 
that  we  can — and  have  the  will — to  whip  that  resurgent, 
viciously  destructive  inflation  monster. 

Losing  a  tax  cut  we  haven  t  had  won't  hurt  any  of  us  half  as 
much  as  a  10%  inflation  rate  will. 


PROFESSOR  SCHLESINGER'S  RIGHT  ON  AFRICA 


Unlike  my  opinion  of  my  own  opinions,  I  sometimes  find 
Arthur  Sehlesinger's  high  opinion  of  his  opinions  unwarranted. 
But  his  recent  contribution  to  the  bright  editorial  page  of  the 
Wall  Street  Journal,  warning  against  U.S.  overalarm  over  the 
Russians  and  Cubans  in  Africa,  is  a  timely,  enlightening  piece 
of  whistle-blowing.  Says  the  Kennedy  Administration's  Doctor 
of  Everything: 

"Africa  is  a  multitribal  culture,  possessed  by  its 
own  traditions,  absorbed  in  its  own  problems,  indif- 
ferent to  the  outside  world,  consumed  by  indigenous 
emotions  of  nationalism  and  tribalism,  immune  to 
Western  ideas  and  institutions.  It  is  safe  to  say  that 
communism  is  as  irrelevant  as  parliamentary  democ- 
racy to  the  historic  patterns  of  African  thought  and 
behavior.  .  .  . 

"I  do  not  suggest  that  we  should  regard  the  Soviet- 
Cuban  intervention  with  complacency.  Let  us  de- 
nounce it  fervently  in  all  the  forums  where  men  of 

A  STARTLING  SETBACK  FOR 

Various  educational  systems  throughout  the  country  are 
threatening  to  require  that  those  receiving  high  school  diplo- 
mas be  able  to  read  and  write. 

Suppose  this  should  happen;  suppose,  further,  that  all  urban 
colleges,  suburban  community  colleges  and  all  state  universities 
that  don't  require  freshmen  to  be  able  to  read  and  write  were  also 
to  adopt  the  new  standard — imagine  what  that  would  do  to  the 
statistics  on  our  percentage  of  high  school  and  university 


international  goodwill  gather  together.  But  don  t  let's 
take  it  all  that  seriously  in  our  own  councils.  The 
Soviet  Union  does  not  have  a  hex  on  Africa.  Most 
Africans  who  have  been  to  Moscow  cordially  dislike 
the  Russians  as  racists.  The  Russian  record  in  Africa 
has  been  one  of  substantial  failure — in  Ghana,  in 
Guinea,  in  Somalia,  in  Egypt.  Neither  Angola  nor 
Ethiopia  affords  them  any  solider  footing  than  Viet- 
nam afforded  us.  If  the  Soviet  Union  wants  to  plunge 
into  its  own  quagmire  in  Africa,  I  do  not  think  this 
need  be  a  major  worry  for  us.  One  thing  is  quite 
certain:  Africans  have  not  got  rid  of  one  set  of  white 
masters  in  order  to  replace  them  by  another." 
By  now,  I  doubt  if  even  the  dumbest  Russian — and  there 
aren't  many  of  those  in  the  high  councils  of  the  Kremlin — or 
their  most  willing  Cuban  puppets  think  their  physical  military 
presence  by  the  tens  of  thousands  will  be  too  long  welcome 
anywhere  in  black  Africa. 

U.S.  EDUCATION  STATISTICS 

graduates  which  we  proudly  present  to  the  rest  of  the  world! 

Since  a  high  school  diploma  is  considered  desirable  for  many 
jobs,  including  enlistment  in  the  armed  forces,  it  would  be 
outrageously  discriminatory  to  require  that  these  certificates  of 
education  mean  a  recipient  is. 

But  I'm  sure  a  number  of  pressure  groups  will  turn  back  this 
suggestion  from  dinosaur  educators  to  impose  a  "3R"  require- 
ment on  anyone  who  thinks  it  would  be  nice  to  have  a  diploma. 
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WHERE  WE'RE  AT  AND 

Excerpts  from  the  40th  Address  in  Kansas  State 
University's  famed  London  Lecture  Series  on 
Public  Issues  given  hij  MSF.  The  Series  honors 
former  Governor  Alfred  M.  London  of  Kansas. 

I  used  to  be  in  politics,  and  I  was  happy  to  get  asked  to  speak 
anywhere  and  seldom  did.  Now  I  seldom  accept.-  But  when  the 
invitation  was  for  a  Landon  Lecture,  it  was  very  compelling 
because  my  earliest  active  experience  in  a  campaign  was  in 
Governor  Landon's  efforts  in  1936.  I  tacked  up  more  sun- 
flowers than  Kansas  has  all  over  New  Jersey — and  faithfully 
behind  me  trailed  a  bunch  of  classmates  tearing  them  down. 

I  thought  I  would  talk  a  bit  on  where  we're  at,  and  then  not  so 
much  on  where  we're  going  but  on  where  you're  going.  At  this 
point  in  your  careers,  you  probably  know  a  lot  and  suspect  even 
more  Enjoy  it,  because  in  the  days  ahead  you'll  never  again  be  so 
sure  of  what  you  think  you  know.  The  difference  between 
learning  to  pass  a  course  and  then  spending  the  rest  of  your  life 
unlearning  what  it  took  to  pass  is  something  you'll  enjoy. 


For  the  first  time  in  a  very  long  time,  in  relation  to  a 
fundamental  called  war  and  peace,  we  have  much  more  of  the 
latter  than  the  former.  Vietnam  is  behind  us,  and  Southeast 
Asia  hasn't  turned  out  to  be  a  set  of  dominoes,  tn  the  Mid- 
east, while  peace  isn't  going  to  come  easily,  war  doesn't  now 
exist  and,  for  a  while  at  least,  isn't  a  possibility. 

As  for  the  economy,  sure  it's  mixed,  but  by  most  criteria  it's 
never  been  so  good.  The  fact  is  that  last  year  an  additional  4.5 
million  people  were  at  work  in  America — fortunately,  most  of 
them  in  private  business.  There  is  a  basic  standard  of  living  in 
this  country  for  everybody,  and  the  numbers  are  vastly  great- 
er than  they  ever  were 

Inflation?  You  don't  have  to  take  home  economics  to  under- 
stand inflation  is  just  a  euphemism  for  a  tax.  People  say  inflation 
is  going  to  destroy  us,  and  they're  not  that  wide  of  the  mark. 
What  they  mean  is,  taxation's  going  to  destroy  us.  Inflation  is 
nothing  more  than  a  regressive  tax  that  everybody  pays. 

As  for  our  other  problem,  Mr.  Carter.  ...  If  you  think  it's 
costly  to  educate  you,  look  at  what  it's  costing  to  educate  the 
President.  But  imagine  the  problem  that  we'd  have  if  all  the 
things  he'd  asked  for  had  been  passed.  This  economy  would  be 
in  real  trouble.  So  people  who  accuse  him  of  being  ineffectiv  e 
because  he  doesn't  get  things  passed,  they're  hitting  him 
where  his  assets  are,  I  think. 


WHERE  WE'RE  HEADED 

But  I  d  like  to  get  to  where  you're  going.  First,  get  going, 
whatever  it  is  you're  going  to  do.  Don't  spend  the  rest  of  your 
life  in  assorted  graduate  schools  and  in  planning  your  career. 
Time,  at  this  point  in  your  life,  is  what  you  think  you  have  the 
most  of,  and  for  Governor  Landon  it's  probably  true,  but  for 
thee  and  me,  it  is  a  quickly  vanishing  commodity.  It's  a  short 
run,  so  get  into  it. 

Sort  out  your  priorities.  The  only  problem  most  of  us  have  is 
we  like  this  and  we  like  that  and  we  end  up  somewhat  aimless. 
If  it's  money  you  want,  there's  money  to  be  had.  There's  the 
printing  press  route,  either  in  politics  or  in  counterfeiting,  and 
there's  not  all  that  much  difference.  And  there  is  money  to  be 
earned,  but  you're  going  to  sacrifice  an  awful  lot  if  you  want  a 
lot  of  it.  The  glory  road's  a  rough  one,  too.  Public  life  is  full  of 
the  glory  seekers,  but  you  can't  travel  the  glory  road  and  have  a 
home  life. 

If  it's  independence  you  want,  be  willing  to  forego  money 
and  glory  and  forget  what  you're  doing  40  hours  a  week  and 
relish  your  independence  on  weekends.  Don't  delude  your- 


an  effect  if  I  worked 
the  country — perhaps 
v  Deal  was  such  a  fail- 
friends,   stands  tall  a 

how  many  or  how  few 
ws?  Foi  anyone  so  long 
stency  of  any  sort  is 


self  about  the  simple  life.  If  we  were  leading  the  kind  of  life 
that  existed  in  simpler,  earlier  days  when  there  was  no 
industrial  age  or  even  when  there  was  no  modern  power 
problem,  half  of  you  wouldn't  be  here.  The  life  span  was 
vastly  shorter.  A  return  to  the  simplicities  is  achieved  at  the 
expense  of  everybody  else  who's  busy  doing  something  that 
they  may  not  enjoy. 

The  other  point  I  would  like  to  make  is  on  the  subject  of 
morality.  That's  not  to  be  confused  with  morals.  Morals  are 
your  personal  business,  not  the  business  of  law.  But  morality  is 
the  set  of  values  you  bring  to  your  judgment  of  the  actions  of 
others.  You  must  realize  by  now  that  there  are  no  simple 
equations,  and  if  you  don't  know  it  now,  you  will  as  you 
progress.  We  can  discuss  the  new  bribery  law,  we  can  discuss 
South  Africa  or  any  one  of  the  many  things  that  seem  to  be 
issues  of  morality,  and  the  one  quality  I  would  urge  you  to 
bring  is  a  sense  of  judgment  and  equity  and  forget  the  simplici- 
ties. All  they  do  is  complicate  life.  If  you  go  for  a  simple 
solution,  there  are  none. 

Recently  I  was  at  a  dinner  with  Mr.  Macmillan,  who  had 
been  prime  minister  of  Britain.  He  said  when  he  was  young 
everybody  believed  in  progress.  Progress  was  immutable.  But, 
he  said,  after  two  world  wars,  three  depressions  and  the 
disintegration  of  the  British  Empire,  all  the  values  that  they 


This  Feisty  Fighter  Will  Never  Say  Die 

asked,    "Would  it  have 
hard  explaining  around 
in  a  book — why  the  Nev 
ure?"  Now  there,  my 
consistent  man! 

What  could  it  matter 
would  agree  with  his  vie\ 
in   public  affairs,  consi; 
extraordinary. 


Part  of  the  schedule  of  our  Landon  Lecture 
day  included  a  half-hour  of  unaudienced  conver- 
sation with  Governor  Landon,  now  90  and  fitter 
than  any  fiddle  except  perhaps  a  Stradivarius. 
His  comments  were  more  On  than  were  my 
own,  and  his  queries  more  perceptive  than  many 
of  those  from  the  scholars  and  press  following  the 
Lecture. 

At  one  point  this  twinkly  Concerned  Citizen 
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had  had  since  childhood,  the  illusion  of  progress  had  collapsed. 
I  say  to  you  that  the  illusion  of  progress  hasn't  collapsed.  It 
depends  on  what  your  concept  of  progress  is.  We  don't  mea- 
sure our  worth  anymore  by  the  number  of  telephones  in 
America  or  the  number  of  bathtubs.  It  isn't  quantity  now,  it's 
quality. 

One  more  point.  .  .  .  It's  not  a  plug  for  business  and  it's  not 
because  we  write  about  business.  I  suppose  we  are  far  more 
critical  of  business  than  its  loudest  intellectual  critics.  And  we're 
critical  when  they  don't  make  a  buck,  because  that  is  the 

BRICKBATS  .  .  .  From  an  editorial  in  The  Mercury,  Man- 
hattan, Kan.  "...  The  turnout  easily  exceeded  the  gloomy 
projections  of  those  who  suggested  that  Forbes  was  such  a 
comparative  campus  unknown  as  to  stir  possible  record-setting 
apathy.  It  forced  operators  of  the  auditorium  to  open  that 
facility's  upper  reaches,  against  earlier  expectations.  .  .  .  One 
suspects  most  students,  by  the  time  they  reach  university 
status,  have  received  the  same  message  from  their  parents  a  few 
times  over:  Perhaps  enclosed  with  the  monthly  CARE  package. 
The  long  and  varied  Landon  history  will  withstand  the  short- 
comings which  may  have  been  visited  upon  it  in  the  Forbes 
speech  ...  it  would  [not]  qualify  as  a  complete  disaster.  .  .  . 


greatest  sabotage  that  can  be  done  to  the  freedoms  we  all  have — 
to  have  a  free  enterprise  system  that's  broke.  Because  there  is  no 
freedom  without  wherewithal.  Freedom  is  a  very  expensive 
commodity.  We  have  it  because  every  one  of  you  and  everybody 
else  in  this  country  is  free  to  earn  a  buck  and  gets  to  keep  some  of 
that  dollar.  It's  called  incentive;  all  the  tax  take,  all  the  gifts,  all 
the  endowments  come  from  profit.  The  idea  of  denigrating 
profit,  making  it  a  dirty  word,  is  stupid  on  any  rational  analysis. 
Out  of  profit  comes  the  ability,  the  time  and  the  sense  to  be 
concerned  with  the  quality  of  life. 

BOUQUETS  .  .  .  "Your  Landon  Lecture  presentation  at 
Kansas  State  University  was  'to  the  point,'  constructive  and 
refreshing.  When  you  began,  I  confess  I  thought  you  might  be 
embarking  on  a  paternalistic  lecture  to  our  students,  but  it 
soon  became  apparent  there  was  much  more  depth  and  sub- 
stance and  you  were  able  to  convey  that  depth  and  substance 
effectively  to  the  audience.  ..."  — Duane  Acker,  President, 
Kansas  State  University 

"The  campus  is  buzzing  today  about  your  appearance  as  a 
Landon  Lecturer.  The  students  were  especially  enthused  with 
your  witty,  commonsense  approach.  .  .  .." — B.L.  Flinchbaugh, 
Special  Assistant  to  the  President,  Kansas  State  University 


I'D  RATHER  WRITE 

than  be  written  about. 


WRITING  ENIGMATICALLY 

is. often  easier  than  coming  to  clear  conclusions. 


AN  ANTIDOTE  TO  KEYNESIANISM 

By  M.S.  FORBES  Jr. 


Jude  Wanniski's  The  Way  the 
World  Works:  How  Economies  Fail — 
and  Succeed  could  do  for  the  Repub- 
lican Party  what  Marx's  Manifesto  did 
for  communism.  Though  just  pub- 
lished, the  book  is  already  a  hot  seller 
in  Washington  among  GOP  officials, 
officeholders  and  congressional  staff- 
ers. Moreover,  unlike  Marx,  Wan- 
niski,  an  editorial  writer  for  the  Wall 
Street  Journal,  is  easy  reading. 

In  effect,  Wanniski  gives  Republi- 
cans a  Santa  Claus  role  to  play  against 
the  Democrats.  For  years  John  May- 
nard  Keynes  has  been  loved  by  politi- 
cos  because  he  told  them  that  in 
times  of  economic  slowdown,  in- 
creased government  spending — and 
big  deficits — were  "good."  It  was  like 
telling  a  kid  that  candy  was  a  healthy 
substitute  for  castor  oil  whenever  his 
tummy  was  upset.  How  could  GOP 
bromides  about  "balancing  the  bud- 
get" compete  against  Keynes'  Santa 
Claus  economics? 

Wanniski  is  advocating  that,  in- 
stead of  spending  our  way  out  of  trou- 
ble, our  political  leaders  should  be 
cutting  taxes,  most  especially  person- 
al income  taxes.  This  approach  could 
be  politically  potent  stuff  as  Califor- 


nia's Jarvis  Amendment  makes  clear. 

It  was  Wanniski  who  persuaded 
Congressman  Jack  Kemp  to  propose 
what  is  now  known  as  the  Kemp-Roth 
Bill,  whose  principal  feature  is  cut- 
ting all  individual  tax  rates  by  30% 
over  three  years.  The  bill  has  been 
endorsed  by  almost  every  Republican 
senator  and  congressman  and  has 
made  Kemp  a  1980  dark  horse. 

But  isn't  cutting  taxes  fiscally  irre- 
sponsible in  these  inflationary  times? 
Just  the  opposite,  argues  Wanniski 
persuasively.  (For  an  opposing  view- 
point, see  p.  23.)  Too  high  taxes  over- 
burden the  economy,  thereby  slowing 
growth.  In  fact,  the  global  inflation  of 
the  1970s  has  been  exacerbated  by  the 
almost  universal  existence  of  steeply 
progressive  tax  systems  around  the 
noncommunist  world. 

Wanniski  builds  his  case  from  the 
ideas  of  two  economists:  Arthur  P. 
Laffer  of  the  University  of  Southern 
California  and  Robert  Mundell  of  Co- 
lumbia, who  have  done  original  work 
on  the  relationships  between  tax  rates 
and  tax  revenues.  Make  taxes  too 
high  and  both  government  revenues 
and  economic  activity  will  decline. 

As  an  extreme  case  take  Britain, 


where  income  tax  levies  rapidly  reach 
83%  for  earned  income  and  98%  for 
investment  income.  A  significant  cut 
in  these  confiscatory  rates  would  ac- 
tually increase  government  revenues 
because  people  would  have  an  incen- 
tive to  earn  more.  Now  thousands  of 
talented  men  and  women  are  emi- 
grating from  Britain  and  the  economy 
stagnates. 

Wanniski  traces  the  importance  of 
taxation  on  economic  growth  all  the 
way  back  to  the  Roman  empire.  In 
more  recent  times,  he  walks  us 
through  the  U.S.,  Germany,  Japan, 
France,  Italy,  India  and  other  coun- 
tries to  show  how  taxes  and  economic 
growth  are  intimately  related. 

There's  much  to  quarrel  with  in 
this  book.  Its  political  theories  (which 
take  up  a  large  amount  of  space)  are 
overly  simplistic,  incomplete.  Its  ad- 
vocacy of  the  gold  standard  is  also 
unconvincing.  But  readers  shouldn't 
let  these  reservations  blind  them  to 
the  book's  message  on  taxes. 

The  Way  the  World  Works  is  an 
excellent  start  to  providing  an  intel- 
lectually respectable  alternative  to 
the  now-discredited  but  still  domi- 
nant Keynesian  dogma. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editors  mind. — MSF 


"It's  nice  to  see  some  people  still  appreciate  the  value  of  a  dollar.' 

Drawing  by  Opie;  ©  1973  The  New  Yorker  Magazine,  Inc. 


Wall  Street's  Oil  Digging 

True  to  form,  the  latest  oil  exploration 
play  with  any  pizza/./  lias  got  of]  to  a 
bubbling  start  in  the  stoc  k  market  even 
before  the  first  well  is  fully  drilled. 
.  .  .  This  has  led  one  rather  skeptical  oil 
analyst  to  comment,  "I  wish  the  oil  com- 
panies were  as  good  at  discovering  oil  as 
the  stock  market  has  been  over  the 
years.  "  — Charles  j.  Elia, 

"Heard  on  the  Street" 

Jawbone  Response  Urged 

Visible  results  of  the  Administration's 
first  jawboning  efforts  would  also  help 
improve  the  inflation  outlook.  Some 
companies  ought  to  announce  soon  that 
prices  will  not  be  increased  as  much  as 
planned.  Some  union  leaders  ought  to 
discuss  publicly  their  willingness  to  co- 
operate with  the  national  goal  of  decel- 
eration. Some  highly  paid  executives 
should  cut  or  freeze  their  salaries.  As  the 
nation  gropes  for  a  workable  voluntary 
anti-inflation  strategy,  such  gestures 
throughout  industry  could  make  the  dif- 
ference between  success  and  failure. 

If  voluntary  restraint  fails,  the  nation 
will  find  another  way  to  reduce  infla- 
tion— but  it  will  be  the  far  more  painful 
method  of  recession. 

— New  York  Times  editorial 


Marriages  are  based  at  least 
as  much  on  tact,  discretion,  as 
they  are  on  openness. 

— Richard  Schickel, 
"Another  I,  Another  You" 


Breaking  the  Phone  Barrier 

"The  thing  that  really  tees  me  off  [said 
Oglethorpe]  is  when  a  secretary  says  in  a 
very  intimidating  voice,  'Mr.  Golson  is 
in  a  meeting.  May  I  inquire  what  you're 
calling  about?'  I  keep  a  list  of  responses. 

"My  favorite  is,  'Yes,  I'm  at  his  house 
now  with  a  truckload  of  pork  bellies  that 
he  bought  in  the  commodities  market, 
and  I  wish  to  know  whether  he  wants  me 
to  dump  them  on  his  lawn  or  put  them  in 
his  cellar.' 

"Another  one  I  use  with  equal  success 
is,  'Tell  Mr.  Golson  we  just  got  his  tests 
back  from  the  lab,  and  it  could  be  good 
news  or  bad  news  depending  on  how  he 
takes  it.'  Oglethorpe  continued, 
"When  the  secretary  asks,  'Do  you  know 
Mr.  Golson?'  I  say,  'No,  but  I'm  from  his 
insurance  company  and  I  just  wanted  to 


tell  him  the  fire  has  been  put  out  and  the 
only  real  structural  damage  to  his  house 
was  the  roof.' 

"There  are  some  secretaries  who  are 
very  nosy  and  will  ask,  What  is  your 
business,  please?'  And  then  I  say,  'Mr. 
Golson  left  his  American  Express  card  on 
the  waterbed  of  the  Silk  Pussycat  Motel 
the  other  afternoon  and  we  were  won- 
dering if  he  wanted  to  pick  it  up  or  have 
it  mailed  to  him.' 

— Art  Buchwald, 
Los  Angeles  Times 

Passing  the  Tax  Buck 

In  comparison  with  Libbey-Owens- 
Ford's  1977  net  earnings  of  $58,944,000 
(equivalent  to  $4.88  per  common  share), 
our  corporate  tax  obligations  for  the  year 
were  $75,835,000  or  $6.84  per  common 
share.  Of  that  total,  $43,900,000  was 
provided  for  income  taxes  of  various 
kinds;  $19,648,000  was  paid  in  Social  Se- 
curity and  unemployment  taxes,  and 
$12,287,000  was  paid  in  other  state  and 
local  taxes.  In  addition  the  company  de- 
ducted $13,357,000  for  Social  Security 
taxes  and  $55,193,000  for  federal,  state 
and  local  income-tax  withholding  pay- 
ments from  employee  paychecks  during 
the  year. 

That  totals  $144,385,000  in  taxes  gen- 
erated for  various  governments,  none  of 
whom  share  in  the  risks  of  an  equity 
investment  in  LOF — and  it  doesn't  in- 
clude the  many  additional  taxes  paid  by 
employees,  shareholders  and  suppliers 
out  of  their  income  that  results  from  our 
business. 


Taxes  on  business  are  no  different 
from  any  other  expense  a  business  in- 
curs— they  must  be  included  in  total  op- 
erating costs  and  be  reflected  in  the 
price  of  products  and  services.  The  costs 
of  government  spending  must  finally  be 
borne  by  each  of  us  as  individuals — in 
direct  taxes  and  in  the  prices  we  pay  for 
every  item  or  service  we  buy. 

— R.G.  Wingerter,  chairman, 
Libbey-Owens-Ford 

This  Is  Imagery! 

Everything  was  white — white  walls, 
white  furniture,  white  shirts  on  the  men 
at  the  desk.  There  I  stood,  in  "summer 
black,"  as  out  of  place  as  spinach  on 
a  tooth. 

— Rochelle  Reed, 
New  West  magazine 

Getting  Mae  West's  Ear 

Her  errant  memory  caused  a  few 
problems  during  the  shooting  of  Sex- 
tette, and  when  Mae  couldn't  remember 
her  lines,  the  schedule  began  to  slip. 
Director  Ken  Hughes  finally  found  the 
solution,  and  a  small  radio  receiver  was 
placed  over  her  left  ear,  where  it  was 
conveniently  hidden  by  her  enormous 
wig.  Hughes  would  broadcast  the  lines 
to  her,  and  she  would  repeat  them  word 
for  word.  Spiteful  gossips  are  spreading  a 
story  that  Mae's  radio  once  picked  up  the 
signals  from  a  police  helicopter  and  that, 
still  on  cue,  she  began  reporting  traffic 
conditions  on  the  Hollywood  Freeway. 

— Gerald  Clarke,  Time 
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"Dazzling  space  efficiency... 
The  Car  of  the  Year." 

MOTOR  TREND 

"What... Americans  prize  most:  ride  and  comfort." 

CAR  DRIVER 

"DRIVING  HORIZON  CAN  BE  DESCRIBED  IN  ONE  WORD. . .FUN" 

Seattle  Post-Intelligencer 

"First  popular  price  front  wheel  drive  car 
to  be  built  in  the  US." 

TIME 

"European  handling  and  fuel  economy 
with  American  ride  and  room" 

Popular  Science 

"♦♦♦One  of  Detroit's  most  significant  designs-even' 

°  °     R0AD£f  TRACK 


"The  sticker  price  is  right,  too". 

FOHTlfC 

"NIFTY,  FRUGAL,  LOW  COST!! 

CARBIZ 

*A  gasoline  mise£" 

the  Seattle  times 


WHAT  MORE  CAN  WE  SAY. 


$3881 


as  shown: 
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MPG  HWY 


/2Z 


MPG  CITY" 


'Base  sticker  price  excluding  taxes  and  destination  charges  "EPA  estimates  based  on  manual  transmission,  without  air  conditioning  and 
power  steering.  Your  actual  mileage  may  differ,  depending  on  your  driving  habits,  the  condition  of  your  car  and  its  optional  equipment. 

California  mileage  lower 

NEW  COMFORT  NEW  CONFIDENCE  A  NEW  KIND  OF  CAR  FOR  THE  AMERICAN  ROAD 

NEW  PLYMOUTH  HORIZON. 


A  PRODUCT  OF 

CHRYSLER 
CORPORATION 


8  years  ago  most  corporations 
didn't  know  that  leisure  time 
would  become  big  business. 

But  Grace  knew 


Back  in  the  sixties,  most  Americans 
enjoyed  sports  by  watching  someone 
else  play. 

But  by  1970  Grace  saw  that  lifestyles 
in  America  were  changing.  We 
concluded  that  The  Great  American 
Spectator  was  about  to  get  out  of  his 
easy  chair  and  do  something. 

We  decided  to  be  ready  for  him.  So 
the  company  bought  Hermans  World 
of  Sporting  Goods.  Three  stores  with 
sales  of  about  $8  million. 

Today,  Herman's  is  a  chain  of  over  60 
stores.  And  last  year,  sales  went  over 
$147  million.  Of  course,  we  don't 
always  predict  a  trend,  but  our 
batting  average  is  good. 

Consumer  businesses,  like  sporting 
goods  stores,  home  improvement 


centers,  apparel  businesses 
and  restaurants  are  only  one  part  of 
W.  R.  Grace  &  Co.  Grace,  in  fact,  is  a 
$4  billion  company  with  interests  in 
chemicals,  natural  resources  and 
consumer  businesses. 

Since  1968,  10  years  ago,  the 
company's  net  income  has  grown  by 
an  average  of  15%  annually,  and 
shareholders  have  been  receiving 
cash  dividends  for  44 
consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W. R.  Grace  &  Co.,  Grace  Plaza, 
1 1 14  Avenue  of  the  Americas, 
New  York,  N.Y.,  10036,  Dept.  FB-2. 

One  step  ahead  ofa 
changing  world 


GRACE 

chemicals  •  natural  resources  •  consumer  products 


Advertisement 


IBM  Reports 


Information:  inflation  s  enemy. 


Can  you  name  something  that  actually  costs  less  today,  a  lot  less?  Some- 
thing that  can  help  fight  the  rising  cost  of  the  things  you  buy? 

We  can:  information  technology. 

A  series  of  computations  that  cost  $1.26  to  do  on  an  IBM  computer  in  1952 
can  now  be  done  for  7/10ths  of  a  penny.  That's  180  times  less.  ( As  a  matter  of  fact,  it's 
really  400  times  less  if  you  figure  what  a  dollar  was  worth  in  1952. ) 

Innovating  to  Reduce  Costs 

The  continuing  improvement  in  the  performance-per-dollar  of  information 
technology  is  the  result  of  innovation.  Innovation  that  has  made  IBM  computers 
more  than  a  thousand  times  faster  than  the  first  commercial  models  of  just  26  years  ago. 

Innovation  that  comes  from  applying  brains  and  research  dollars  to  finding 
better,  less  costly  ways  to  help  put  information  to  work  for  people.  Innovation,  not 
only  by  IBM.  but  by  hundreds  of  companies  in  the  information  technology  business. 

Innovation.  It  helps  limit  the  bite  of  inflation. 

Declining  Costs  Spur  Productivity 

Equally  important,  such  price-performance  improvements  make  it  increas- 
ingly practical  for  businesses,  schools,  hospitals,  municipalities  and  others  to  use 
information  technology  in  an  ever- widening  range  of  applications— to  improve  pro- 
ductivity to  keep  costs  to  a  minimum. 

Productivity.  It  helps  limit  the  bite  of  inflation,  too. 

Sure,  the  causes  of  inflation  are  many  and  complex.  Sure,  there's  no  easy 
solution  to  the  intlationarv  spiral . . .  but  it's  clear  information  technologv  can  help. 

We  re  proud  to  be  part  of  a  young,  innovative  industry  that  one  dav  may 
help  bring  inflation  to  its  knees.  In  the  meantime,  we  plan  to  keep  meeting  inflation 
head-on  with  innovation  and  productivity. .  .every  chance  we  get. 


Forbes 


Extra!  Extra! 
Inflation  Sweeps  America. 
 Extra!  

Old-time  editors  loved  crime  waves  and  heat  waves.  Their  successors 
seem  to  feel  the  same  way  about  inflation,  which,  fortunately,  isn't  quite 
the  dominating  force  the  press  makes  it  out  to  be. 


Like  reports  of  Mark  Twain's  death, 
those  scare  stories  about  runaway  infla- 
tion are  both  premature  and  exaggerat- 
ed. Newspapers  and  TV  are  seizing  on 
every  increase  in  prices  as  evidence  that 
the  U.S.  is  heading  into  another  period 
of  prolonged  stepped-up  inflation.  But 
the  media  are  either  ignoring  or  under- 
playing a  whole  range  of  counterinfla- 
tionary  phenomena. 

Take  food  prices.  Remember  those 
stories  about  how  California  was  so 
parched  by  drought  that  it  would  take 
decades  for  the  water  table  to  rise  again? 
This  year  the  same  state  was  being 
washed  into  the  Pacific  because  the  flood 
waters  had  risen  too  high. 

Remember  the  1977  midwestern 
drought  and  the  damage  to  some  wheat, 
corn  and  soybean  crops?  Shortly  there- 
after, record  and  near-rec- 
ord harvests  were  brought 
in  under  favorable  growing 
conditions. 

A  few  weeks  ago  the  farm- 
er was  described  as  the  vic- 
tim of  excess  moisture. 
Muddy  fields  would  make  it 
impossible  to  plant  corn.  As 
it  turned  out,  there  were 
enough  dry  days  for  the 
farmers  to  put  in  almost  as 
much  corn  as  they  wished. 
How  big  will  the  wheat, 
corn  and  bean  crops  be  this 
year?  It  could  be  another 
boom  crop  year. 

Greatly  exaggerated  sto- 
ries of  adverse  weather  raise 
the  specter  of  inflation. 
Farmers  love  such  stories. 
They  help  put  prices  up. 

Take  the  beef  situation. 
Choice  steers  in  Omaha 
were  around  $40  a  hundred- 
weight a  year  ago,  rising 
early  in  the  year  and  then 
coming  down  as  spring  mar- 
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keting  started.  Since  the  start  of  this 
year,  the  price  has  run  up  to  over  $60  a 
hundredweight. 

As  explanation,  people  are  trotting  out 
the  fact  that  the  U.S.  cattle  population 
has  dropped  for  the  third  straight  year. 
The  cattle  herd  has  shrunk  from  132 
million  to  116  million.  Because  of  this, 
they  add,  farmers  are  withholding  heif- 
ers for  breeding  to  build  up  herds,  and 
marketings  should  be  down  substantial- 
ly. Except  for  a  bulge  in  the  last  few 
years,  the  number  of  cattle  and  calves  is 
now  greater  than  anytime  prior  to  1972. 

Few  realize,  however,  that  even 
though  the  cattle  population  has 
dropped  this  year,  a  significantly  greater 
proportion  of  the  total  is  being  fattened 
on  corn  in  feedlots  instead  of  on  the 
range,  as  was  the  case  in  1977.  As  a 


result,  total  number  of  pounds  of  beef  to 
be  marketed  in  1978  will  be  hardly 
smaller  than  a  year  ago.  Marketings,  are 
holding  up  strongly  in  terms  of  weight. 

Gary  L.  Benjamin,  agricultural  econo- 
mist with  the  Federal  Reserve  Bank  of 
Chicago,  focused  on  cattle  marketings  in 
a  recent  analysis.  He  pointed  to  the  para- 
dox. There  was  a  record  level  of  market- 
ings of  fed  cattle  in  the  first  quarter  of 
this  year  and  simultaneously  record 
prices.  What  happened  to  the  usual  sup- 
ply-demand relationship? 

As  of  early  June  the  price  of  prime 
steers  in  Omaha  was  $61.50  per  hun- 
dredweight— up  from  $45.75  in  mid- 
February.  In  the  first  quarter  there  was 
an  increase  in  the  number  of  cattle 
slaughtered  but  a  decline  of  2%  to  3%  in 
production  because  of  lighter  carcass 
weights.  The  cycle  is  now 
being  reversed,  with  fewer 
cattle  for  slaughter  but  each 
weighing  much  more.  The 
average  weight  of  feed  cattle 
was  only  605  pounds  in  Feb- 
ruary. It  rose  to  607  pounds 
in  April.  By  the  end  of  May, 
the  average  weight  was  613 
pounds  per  carcass.  Such  in- 
creases will  help  offset  the 
loss  of  market  supply  due  to 
withholding  of  cattle  for 
breeding. 

Many  factors  influence 
beef  prices:  the  quality  of 
beef;  total  production  and 
the  housewives'  privilege  to 
substitute  other  meat 
(chicken  is  probably  better 
for  you,  anyhow).  The  Fed's 
Benjamin  considered  all 
these  interacting  factors  and 
concluded  that  steer  prices 
should  be  in  the  range  of  the 
high  $40s  to  the  low  $50s 
per  hundredweight  during 
the  second  and  third  quar- 
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ters  of  this  year.  Even  at  these  levels,  he 
anticipated  weaker  consumer  demand. 

Why  then  are  steers  on  the  hoof  sell- 
ing at  $61.50  when  this  well-informed 
economist  looked  for  much  lower  prices? 
Answer:  inflation  psychology,  pure  and 
simple.  Believing  their  own  propaganda, 
the  farmers  anticipated  higher  prices  and 
withheld  supplies  from  the  market. 

But  what  happens  when  all  those 
housewives  switch  to  chicken,  and  beef 
prices  start  to  drop?  The  farmers  will 
have  to  start  disgorging  those  cattle,  and 
what  went  up  with  a  woosh!  will  come 
down  with  a  bang. 

It's  surprising  how  many  sweeping 
conclusions  about  inflation  are  made  on 
data  which  are  fragmentary  and  fre- 
quently obsolete  by  the  time  they  are 
released  to  the  public. 

A  big  flap  was  made  on  Thursday, 
June  1  when  the  Bureau  of  Labor  Statis- 
tics reported  that  the  April — that's  right, 
April — consumer  price  index  rose  0.9%, 
an  annual  rate  of  10.8%.  Double-digit 
inflation!  The  same  report  showed  foods 
and  beverages  were  up  1.8%  in  April  for 
an  annual  rate  of  21.6%.  Of  course  these 
figures  are  unpleasant,  but  so  were  those 
for  April  1977.  The  April  1977  increase 
was  0.8%,  not  much  different  from  this 
year's,  and  the  food  and  beverage  sector 
was  up  1.5%,  an  18%  annual  rate,  which 
is  not  much  less  than  this  year's  level. 

Last  year  the  CPI  rose  8.9%  in  the 
first  six  months  and  then  settled  back  to  a 
4.7%  gain  for  the  remaining  half  year. 
Producer  prices  (wholesale  price  index) 
followed  a  similar  pattern,  rising  7.5%  in 


the  first  half  and  only  4.4%  in  the  second 
part  of  the  year. 

The  second  half  of  this  year  should 
follow  the  1977  pattern  quite  closely — 
especially  if  the  Carter  Administration 
keeps  the  pressure  on.  Yet  the  headlines 
and  the  TV  anchor  people  keep  harping 
on  rising  prices. 

Food  is  the  most  obvious  area  of  un- 
balanced reporting.  Food  affects  all  the 
readers  and  viewers.  But  the  same  ten- 
dency shows  everywhere.  General  Mo- 
tors Corp.,  we  read,  has  raised  the  price 


".  .  .  The  way  economic 
news  is  generally  presented 
not  only  misleads  the  public 
but  can  be  dangerous. .  .  " 


of  the  hot-selling  Chevette  three  times 
since  the  1978  model  reached  the  mar- 
ket, an  increase  of  8.6%  for  the  two-door 
hatchback.  (Even  before  the  two-door 
had  gone  on  sale  back  in  September, 
however,  GM  had  cut  its  price  by  $282, 
or  7.8%,  in  order  to  compete  with  for- 
eign cars.)  Ford  Motor  Co.  lifted  the 
prices  of  its  popular  subeompacts — Pin- 
to, Mustang  and  Bobcat — three  times  for 
a  total  increase  of  about  7%  each,  but 
also  after  a  3.5%  pre-introduction  cut. 
Inflation  is  out  of  hand.  Yet  since  the 
start  of  the  1978  model  year,  GM  has 
increased  its  average  model  suggested 
retail  price  only  $63,  or  1.1%.  Ford's 
average  price  increase  was  $91,  or  1.3%. 


We  see  much  the  same  thing  else- 
where in  the  economy.  Substitutions, 
imports,  excess  supply,  all  these  things 
arc  pushing  in  an  anti-inflationary  direc- 
tion even  while  other  factors  are  pushing 
prices  up. 

CB  radios  started  selling  at  $200  a  unit 
and  are  now  in  the  $80  range  as  demand 
wanes.  Aluminum  product  prices  were 
raised  by  Aluminum  Co.  of  America  and 
then  some  of  the  increases  were  rolled 
back  due  to  "competitive  pressures. " 
J.C.  Penney,  Associated  Dry  Goods  and 
Federated  Department  Stores  all  admit 
to  the  Wall  Street  Journal  stock  market 
columnist  that  their  inventories  are  too 
high — but  are  yet  unwilling  to  run  sales 
to  clear  out  merchandise.  Will  inflation 
bail  out  their  poor  judgments  or  will  they 
run  late,  dramatically  reduced  promo- 
tions after  the  season?  The  answer  will 
be  seen  in  second-half  inflation  rates,  not 
in  the  media  analyses. 

The  way  the  economic  news  is  gener- 
ally presented  not  only  misleads  the  gen- 
eral public,  but  can  be  dangerous  for 
businessmen  who  allow  their  decisions 
to  be  influenced  by  it.  But  for  the  media 
to  shout  "inflation,  inflation,  inflation"  at 
the  public  without  reporting  the  coun- 
terinflationary  happenings  is  serious. 

This  is  not  to  say  that  there  aren't 
powerful  inflationary  forces  at  work  in 
our  economy.  There  certainly  are.  But 
there  are  also  powerful  counterinflation- 
ary  forces.  The  situation  is  not  at  a  stand- 
off but  neither  is  it  the  kind  of  one-sided 
affair  that  could  degenerate  quickly  into 
a  double-digit  1974  inflation.  ■ 


Citified  Accounting 

Coopers  &  Lybrand  thinks  the  accounting 
profession  can  do  good,  and  do  well  too, 
auditing  municipal  books. 


New  York  City's  financial  crisis  in  1975 
created  an  opportunity  at  which  Coopers 
&  Lybrand,  number  three  among  the 
Big  Eight  accounting  firms,  has  jumped. 
Coopers,  the  following  year,  issued  a 
report,  Financial  Disclosure  Practices  of 
the  American  Cities,  highly  critical  of 
municipal  financial  reporting.  Now,  the 
firm  has  released  a  follow-up  that  dis- 
cusses how  municipal  balance  sheets 
could  be  made  more  intelligible  to  finan- 
cial analysts,  investors  and  voters. 
Among  the  recommendations:  regular 
"annual  reports,"  a  la  corporate  account- 
ing, backed  up  by  supplements  as  need- 
ed; standardized  accounting  practices 
and  definitions,  so  cities'  costs  and  per- 
formance can  be  compared. 

"This  matter  of  municipal  finance." 
says  Coopers'  Chairman  Norman  Auer- 
bach,  wearing  his  good  citizen's  hat,  "is  a 


key  national  issue,  and  our  firm,  with  its 
expertise,  can  make  a  contribution." 

But  Auerbach  also  wears  a  business- 
man's hat.  "This  will  be  a  very  important 
business  for  us,"  he  says,  "and  we're 
leading  the  way."  Admittedly,  local  gov- 
ernment work  and  municipal  audits  are 
just  a  trickle  for  Coopers  now — only  $10 
million  out  of  total  revenues  of  $290 
million — but  Auerbach  points  out  that 
his  firm  already  has  12  of  the  largest  50 
cities  on  its  client  list,  including  Boston, 
Houston  and  Los  Angeles.  "Maybe  10  or 
15  years  from  now,"  he  says,  "federal, 
state  and  local  work  could  be  30%  of  our 
business." 

He  thinks  so  because  many  good-sized 
cities  still  conduct  government-adminis- 
tered audits,  and  so  do  the  smaller 
towns,  the  school  and  water  districts,  the 
county  governments,  etc.  What  results 


from  these  audits  is  often  a  Babel  of 
finance,  with  terms  and  systems  of  such 
shifting  and  overlapping  meaning  that 
many  reports  are  nearly  useless  outside  a 
particular  locality,  even  to  trained  ac- 
countants. For  example,  Boston  counts 
its  transit  police  and  waterfront  cops  un- 
der the  transportation  budget;  school- 
corridor  patrolmen  under  education.  In 
Detroit,  they're  all  under  police.  How 
then  do  you  compare  costs  and  effective- 
ness beiween  the  two?  You  can't. 

Auerbach  believes  that,  increasingly, 
beleaguered  taxpayers  and  nervous  mu- 
nicipal bondholders  will  demand  better 
municipal  accounting,  and  that  politi- 
cians will  give  it  to  them.  "The  politi- 
cians will  appreciate  the  benefits  of  good 
financial  reporting,"  he  says.  "If  they've 
done  a  good  job,  good  reporting  will  help 
them  sell  bonds  and  win  elections."  ■ 
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I'll  Pay— Now  Beat  It! 

A  troublesome  game  of  raid  and 
ransom  is  looming  on  Wall  Street. 


It  was  perhaps  the  easiest  $3  million 
Tom  Evans  ever  made. 

In  April,  Crane  Co.,  masterminded  by 
its  Chairman  Thomas  M.  Evans,  bought 
299,300  shares— 10%  of  the  total  out- 
standing— of  Boise,  Idaho's  Morrison- 
Knudsen  Co.  The  price:  about 
$38  per  share,  for  a  total  of  $1 1.4 
million.  Morrison-Knudsen  was 
unimpressed  with  Evans'  state- 
ment that  he  considered  his  M-K 
stock  to  be  an  "investment  * — in 
fact,  it  was  downright  alarmed. 
Evans,  after  all,  had  warned  in 
his  filings  with  the  Securities  & 
Exchange  Commission  that  at 
some  future  date  he  might  try  to 
take  control  of  M-K.  It  wouldn't 
be  the  first  time  that  Evans,  a 
master  takeover  artist,  had 
launched  a  tender  offer  after 
buying  an  initial  stake.  The  stock 
market  obviously  had  the  same 
impression  that  M-K  had:  The 
company's  stock  rose  to  around 
$48  in  the  hope  that  Evans  or 
some  other  acquirer  would  buy 
the  rest  of  the  shares. 

On  May  19  events  took  a  dra- 
matic twist:  Morrison-Knudsen 
announced  that  it  had  repur- 
chased Crane's  shares  for  $48.75 
apiece,  or  around  $14.6  mil- 
lion— a  $3.2-million  profit  for 
Crane.  M-K's  stock  sank  $6  the 
day  the  news  broke,  and  another 
$1.50  the  following  Monday.  It 
now  trades  at  around  $43. 

Was  Morrison-Knudsen's  ac- 
tion justified?  In  one  sense,  yes. 
Given  today's  business  climate, 
with  stock  prices  depressed,  it 
often  makes  good  economic 
sense  for  cash-rich  companies  to 
buy  back  their  own  stock — as 
Forbes  has  pointed  out  in  the 
past  {July  15,  1977).  But  the 
Morrison-Knudsen  case  is  sub- 
stantially different  from  that  of,  say,  In- 
ternational Business  Machines,  which 
has  made  two  public  tender  offers  for  6.5 
million  of  its  own  shares  in  the  past  16 
months.  Morrison-Knudsen  s  $48.75 
purchase  offer  extended  to  just  one 
shareholder — Crane — but  the  same  deal 
was  not  proffered  to  any  of  Morrison- 


Knudsen's  other  shareholders. 

An  increasing  number  of  large  public 
companies  have  done  the  same  thing 
recently.  Among  them:  H.H.  Robertson, 
which  bought  back  National  Gypsum's 
25%  stake  last  January;  General  Cable, 


lilted 

Morri 

if  eve 


But  Happy:  Tom  Evans'  Crane  Co.  profited  when 
son-Knudsen  bought  back  his  M-K  stock.  But  what 
ry  threatened  company  did  what  M-K  did? 


which  is  negotiating  to  buy  back  Britain's 
BICC,  Ltd.'s  20%  holding  and  Equitable 
General,  which  bought  American  Gen- 
eral's 10%  stake  last  January. 

The  saddest — or  most  amusing,  de- 
pending on  how  you  look  at  it — case  is 
Dymo  Industries,  which  until  last  March 
was  28%  owned  by  Pricel  S.A.  of  France. 


Pricel  made  Dymo  an  offer  it  couldn't 
refuse,  an  offer  which  boiled  down  to 
this:  "Buy  us  out  or  we'll  take  you  over.  " 
Dymo  proposed  to  buy  back  Pricel's 
shares  for  $17  apiece,  and  submitted  the 
proposal  to  stockholder  vote.  Three  days 
after  Dymo's  shareholders  ap- 
proved the  plan,  Esselte  A.B.  of 
Sweden  made  a  tender  offer  for 
Dymo  for  $24  a  share,  later 
upped  to  $30.  By  buying  out  Pri- 
cel, by  taking  a  large  block  of 
stock  off  the  market,  Dymo 
probably  made  its  takeover  by 
Esselte  all  the  easier. 

Buy  us  out  or  we'll  take  you 
over.  "Even  if  it's  unintentional, 
it  becomes  like  corporate  kidnap 
and  ransom,"  says  Bruce  Was- 
serstein,  a  lawyer  and  merger 
specialist  at  First  Boston  Corp. 
"Someone  kidnaps  20%  of  your 
stock  and  holds  it  for  ransom. 
Corporate  America  could  be- 
come like  Italy. 

Quite  a  number  of  stock- 
holders, miffed  at  the  apparent 
readiness  of  management  to  pay 
ransom  to  protect  their  jobs, 
have  taken  their  cases  to  court. 
Almost  invariably-  the  courts 
have  held  that  there  must  be  a 
legitimate  business  purpose  for 
"disproportionate  repurchases," 
as  the  lawyers  call  them.  Says 
one  knowledgeable  Wall  Street 
lawyer:  "You  can't  do  this  sort  of 
thing  solely  for  the  purpose  of 
retaining  your  job.  " 

What  sort  of  business  purpose 
could  justify  special  treatment 
for  one  stockholder?  First  Bos- 
ton's Wasserstein  names  three 
major  ones:  First  of  all,  it  might 
be  possible  to  buy  out  a  single 
large  stockholder  at  a  lower  price 
than  would  be  necessary  to 
tempt  the  public  to  tender.  (In 
practice,  Wasserstein  says,  this  rarely 
happens.  If  anything,  the  premiums  paid 
by  companies  to  large  holders  that 
they're  buying  out  tend  to  be  higher 
than  premiums  they  pay  to  buy  back 
public  shares.) 

Second,  a  public  tender  offer  for 
shares  might  be  very  expensive,  what 
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with  all  the  legal  fees  and  soliciting  deal- 
er fees  involved.  Or  it  might  reduce  the 
stock's  "trading  float"  to  dangerously 
thin  levels.  (Repurchasing  a  large,  non- 
trading  block  presumably  wouldn't  have 
that  effect.) 

The  third  possible  justification  for  spe- 
cial treatment  is  a  loaded  one:  "Manage- 
ment can  say  that  it  is  being  disrupted  by 
a  large  holder's  ownership  of  shares  in 
the  company,"  says  Wasserstein.  This 
would  almost  certainly  be  Morrison- 
Knudsen's  defense  in  the  event  of  a 
stockholder  suit  (The  company  refuses 
comment.)  M-K,  after  all,  is  a  contract- 
ing company.  It  is  dependent  on  its  cus- 
tomers' faith  in  its  management — and 
rambunctious  Tom  Evans  has  more  than 
his  share  of  enemies  in  U.S.  business. 
M-K  could  claim  that  Evans'  10%  hold- 
ing was  threatening  to  cost  the  company 
business. 

Trouble  is,  this  kind  of  argument  can 
be  stretched  to  the  limits  of  belief.  In 


1976  the  management  of  Kannpolis, 
N.C.'s  Cannon  Mills  was  so  upset  by  the 
purchase  of  4%  of  its  stock  by  Charles 
Bluhdorn's  Gulf  &  Western  Industries 
that  it  offered  to  buy  back  the  relatively 
small  stake  at  26%  over  the  market  price. 
Cannon  Mills,  a  textile  manufacturer, 


cited  "divergent  management  philos- 
ophies ol  the  two  companies  in  justify- 
ing the  special  offer  to  Bluhdorn.  Some 
stockholders  protested  vigorously  and 
even  launched  a  lawsuit,  but  Cannon 
was  able  to  secure  stockholder  approval 
for  the  buyback.  (Many  Cannon  share- 
holders presumably  ignored  the  fine 
print  on  the  proxy  statement  and  signed 


their  votes  away  to  management  without 
a  second  thought.) 

"My  guess  is  that  the  purchase  of 
blocks  in  other  companies  is  going  to 
increase,'  says  Wasserstein.  For  acquisi- 
tions-oriented businessmen  like  Tom 
Evans,  it  is  a  nice  game.  One  way  he  gets 


an  attractive  acquisition.  The  other  way 
he  gets  out  at  a  fast  profit.  Heads  he 
wins,  tails  he  wins. 

And  management  can  always  claim 
that  paying  ransom  is  "in  the  best  inter- 
ests of  the  stockholders.  "  In  some  cases, 
it  may  in  fact  be  true — but  what  sins 
against  investors  have  been  justified  with 
that  phrase!  ■ 


". . .  'It  becomes  like  corporate  kidnap  and  ransom. 
Someone  kidnaps  20%  of  your  stock  and  holds  it  for 
ransom.  Corporate  America  could  become  like  Italy' .  .  ." 


Now,  All  The  News 
 From  Europe  

London's  Financial  Times  is  coming  to  the  U.S.,  modestly  at  first, 
but  does  the  first  move  portend  an  invasion? 


Anybody  in  business  who  doesn't  think 
he  or  she  already  gets  too  much  to  read 
every  day  can  breathe  easy,  because 
here  comes  the  pink-colored  Financial 
Times,  Britain's  equivalent  of  the  Wall 
Street  Journal,  with  a  new  daily  interna- 
tional edition  to  be  distributed  here 
starting  early  in  1979.  And  if  that's  not 
enough  the  FT  (as  international  sophisti- 
cates call  it)  is  also  going  to  start  publish- 
ing a  brand-new  financial  weekly,  as  yet 
unnamed,  with  a  format  probably  similar 
to  that  of  Barron  s,  the  Journal's  sister 
publication. 

Calling  itself  "Europe  s  Business 
Newspaper,"  the  Financial  Times  al- 
ready sells  about  a  fourth  of  its  200,000 
copies  a  day  outside  the  U.K.,  though 
only  2,500  are  read  in  the  U.S.  Justin 


Dukes,  36,  the  FT's  joint  managing  di- 
rector, hopes  that  the  new  edition  will 
find  at  least  20,000  readers  a  day  here, 
because  it  will  be  available  the  same  day 
it's  published  rather  than  two  or  three 
days  later. 

Dukes  characterizes  the  contents  of 
the  new  international  edition  as  "inter- 
national news  written  from  an  interna- 
tional viewpoint.  What  it  most  likely 
will  contain  is  the  basic  British  edition 
less  the  local  news  and  sports  coverage 
(the  FT's  cricket  writer  is  among  the  best 
in  Britain)  plus  expanded  coverage  of 
U.S.  business  at  home  and  abroad. 

Whether  U.S.  readers  want  or  need 
such  coverage  remains  to  be  seen.  Ex- 
ecutives at  the  Wall  Street  Journal  re- 
portedly are  carefully  watching  the  pros- 


pect of  this  invasion  of  their  territory. 
After  all,  the  FT  is  hardly  a  novice  in  the 
business  and  financial  news  field.  Aside 
from  the  daily,  the  company  also  pub- 
lishes Banker,  Investors  Chronicle ,  sev- 
eral financial  newsletters  and  owns  50% 
of  The  Economist.  Its  parent  holding 
company,  publicly  owned  S.  Pearson  & 
Son,  Ltd.,  also  owns  the  merchant  bank- 
ing firm  of  Lazard  Brothers,  Royal  Doul- 
ton  china,  Madame  Tussaud's  Wax- 
works, a  big  California  pistachio  nut 
grower,  plus  a  5%  shareholding  in  Ken- 
tucky-based Ashland  Oil,  Inc. 

Why  take  on  the  already  well-stocked 
American  market?  Dukes,  trained  as  an 
industrial  engineer,  explains  the  move  in 
terms  of  spreading  high  editorial  costs 
over  a  broader  circulation  base.  The  net- 
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work  of  full-time  correspondents  and 
part-time  stringers  maintained  by  the  FT 
around  the  world  turn  out  more  usable 
material  than  it  can  print.  He  also  wants 
to  cash  in  on  the  advertising  dollars  that 
the  Wall  Street  Journal  now  has  largely 
to  itself. 

Beyond  that,  however,  FT's  manage- 
ment must  surely  be  looking  at  this  first 
step  as  a  relatively  low-cost  market  test 
for  bigger  moves  into  this  country.  The 
state  of  London's  strike-plagued  press 
offers  strong  incentives  for  moving  into  a 
fat,  English-reading  market  overseas. 

Initially,  the  move  will  cost  little.  The 
international  daily  will  be  edited  and 
made  into  pages  in  London.  These  will 
be  transmitted  by  a  phone  facsimile  link 
to  Frankfurt  am  Main,  where  the  paper 
will  be  further  edited  and  printed.  The 
reason  for  these  complicated  logistics  is 
that  planes  are  prohibited  from  flying  out 
of  London  at  night.  U.S. -bound  copies  of 
the  Financial  Times  will  take  off  from 
Germany  every  weekday  morning  at 
4:01  on  a  Lufthansa  747,  which  will  ar- 
rive in  New  York  in  time  for  morning 
distribution  on  newsstands  and  to  offices 


Toe  In  The  Water:  If  Dukes'  commando 
raid  is  successful,  can  a  bigger  invasion 
by  the  FT  be  far  behind? 


thanks  to  the  five-hour  time  difference 
between  Western  Europe  and  the  East 
Coast.  The  price:  about  50  cents. 

Total  cost  for  the  venture  at  this  point 
will  be  about  $2  million — $1  million  for 
the  phone  hookup  and  another  million  a 
year  for  operating  expenses.  For  a  publi- 
cation that  grossed  $50  million  last  year 
and  earned  $6  million  before  interest 
charges  and  taxes,  that  doesn't  seem  like 
a  high  price  to  pay  for  a  foothold  in  the 
U.S.  market.  Start-up  costs  for  its  all- 
new  weekly  will  involve  another  $1  mil- 
lion, but  the  publication  will  be  edited  in 
London,  where  journalists  are  low  paid, 
and  will  carry  advertising  at  U.S.  rates. 

Dukes  talks  as  though  U.S.  publica- 
tions will  hardly  notice  the  presence  of 
the  FT  and  the  new  weekly  here.  He 
certainly  wouldn't  want  to  alarm  the 
competition  into  aggressive  counter- 
moves  at  this  stage.  If  American  adver- 
tisers show  signs  they  like  the  British- 
accented  publications,  it  is  hard  to  be- 
lieve the  people  who  own  Lazard  and 
that  string  of  business  publications  won't 
mount  an  invasion  to  follow  this  modest 
commando  raid.  ■ 


Japan  On  A  Smaller  Scale 

On  a  per-capita  basis,  little  Taiwan  is  doing  even  more  damage  to  the  U.S. 
balance  of  payments  than  Japan.  The  Taiwanese  are  worried,  but  they 

don't  know  quite  what  to  do  about  it. 


By  NORMAN  PEARLSTINE 

While  the  U.S.  continues  to  put  pres- 
sure on  Japan  to  reduce  its  trade  surplus 
with  us,  Taiwan  is  hoping  that  we  won't 
pay  too  much  attention  to  the  small  na- 
tion's trade  surplus  which  could  easily 
reach  $2  billion  this  year.  That's  a  huge 
sum  for  an  island  of  17  million  people. 
Proportionately,  it  is  greater  than  the 
$12  billion  surplus  that  Japan's  113  mil- 
lion people  are  likely  to  ring  up  this  year. 
Taiwan,  governed  by  the  Nationalist 
Chinese  and  a  bastion  of  free  enterprise, 
has  a  standard  of  living  that  is  one  of  the 
highest  in  Asia.  But  that  standard  of 
living  is  heavily  dependent  on  earnings 
from  manufactured  goods  exported  to 
the  U.S.  Last  year  Taiwan  bought  $1.96- 
billion  worth  of  goods  from  the  U.S.  but 
sold  us  $3.64-billion  worth.  The  $3.64- 
billion  figure  represented  38.8%  of 
Taiwan's  total  exports  of  $9.36  billion. 

To  forestall  trouble  over  this  surplus, 
the  Taiwanese  government  has  launched 
a  well-publicized  "Buy  American"  cam- 
paign and  is  trying  to  diversify  its  export 
markets.  Local  manufacturers  have  been 
urged  to  buy  hundreds  of  U.S. -made 
items,  ranging  from  construction  equip- 


ment to  sophisticated  electronic  calcula- 
tors, and  Taiwan's  near-total  ban  on  for- 
eign autos  was  recently  lifted  slightly  to 
allow  the  import  of  4,000  American  cars. 
Earlier  this  year  a  50-day  mission  to  the 
U.S.  signed  118  contracts  worth  $268 
million,  and  a  second  mission  was  due  to 
arrive  June  9  intent  on  buying  an  addi- 
tional $750-million  worth  of  goods. 

But  so  far  this  has  been  chiefly  window 
dressing  that  has  had  little  impact  on 
two-way  trade  figures,  and  senior  gov- 
ernment officials  in  Taiwan  concede  they 
see  no  early  reversal  of  present  trends. 
Taiwan  registered  a  $702-million  surplus 
with  the  U.S.  during  the  first  four 
months  of  this  year  on  total  trade  of 
$2.02  billion.  "Our  efforts  will  eventually 
show  results,'  says  Sun  Yun-suan, 
Taiwan's  newly  named  prime  minister 
and  its  former  minister  of  economics. 
But  when?  Like  the  Japanese,  the 
Taiwanese  plead:  Give  us  time.  "We'll 
begin  to  see  some  changes  within  two  or 
three  years,"  says  Premier  Sun. 

There  are  many  reasons  for  the  contin- 
ued surplus.  American  buyers  like 
Taiwan's  products,  which  are  good  and 
getting  better,  but  American  manufac- 
turers have  been  unwilling  or  unable  to 


compete  head-on  with  the  Japanese  in 
Taiwan.  The  result  is  that  Japan's  surplus 
with  Taiwan  is  almost  a  mirror  image  of 
America  s  deficit — $1.52  billion  in  1977 
on  total  trade  of  $3.76  billion. 

In  the  short-term,  there  doesn't  seem 
to  be  much  that  can  be  done.  Many 
Taiwanese  say  the  surplus  could  be  re- 
duced if  the  U.S.  would  sell  Taiwan  so- 
phisticated military  hardware,  such  as 
the  F-16  fighter  plane.  But  the  Carter 
Administration  isn't  anxious  to  increase 
its  low  level  of  military  sales  to  Taiwan 
lest  it  alienate  mainland  China.  In  any 
case,  Taiwan  doesn't  disclose  the  cost  of 
its  military  purchases  and  they  don't 
show  up  in  its  official  trade  statistics. 

Although  the  Taiwan  government 
wants  to  increase  imports  from  America, 
it  has  so  far  been  unsuccessful  in  getting 
private  businessmen  to  shift  many  pur- 
chases from  Japan.  Its  private  business- 
men have  shunned  the  buying  missions 
going  to  America.  Only  state-owned  en- 
terprises are  going. 

Sentiment  has  something  to  do  with 
this.  While  most  government  officials  are 
from  mainland  China  and  remember  Ja- 
pan as  a  World  War  II  enemy,  private 
industry  is  in  the  hands  of  native  Taiwan- 
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ese,  many  of  whom  fondly  remember  the 
prewar  days  when  Taiwan  was  a  Japa- 
nese colony.  Many  of  the  older  Taiwan- 
ese businessmen  speak  Japanese  and  are 
comfortable  with  Japanese  business 
practices. 

For  their  part,  the  Japanese,  although 
they  no  longer  have  diplomatic  relations 
with  Taiwan,  take  it  very  seriously  as  a 
customer.  Prime  Minister  Sun,  in  his 
first  interview  with  a  foreign  publication 
since  assuming  his  new  position,  bluntly 
told  Forbes  that  the  Japanese  "offer 
better  after-service,  easier  financing, 
cheaper  and  faster  delivery,  free  or  low- 
cost  technical  advice  and  assistance  in 
marketing  finished  products  abroad."  Ja- 
pan's largest  trading  companies  have 
huge  offices  in  Taipei,  he  says,  and 
whenever  they  hear  about  a  small  local 
company  that  wants  to  begin  a  new  ven- 
ture, "they  send  seven  people  around, 
giving  free  advice,  offering  money  in 
advance  and  doing  anything  they  can  to 
get  the  business.  It  is  hard  to  get  that 
kind  of  service  from  American  business- 
men," he  adds.  "If  you  really  want  to 
compete  with  the  Japanese,  you  need 
much  more  export  promotion,"  he  says. 

H  .K.  Shao,  director  of  Taiwan's  Board 
of  Foreign  Trade,  adds  that  "90%  of  the 
Americans  we  see  are  here  to  buy  In  an 
effort  to  reverse  this  trend,  Shao,  who 
heads  the  buying  missions  to  the  U.S., 
will  be  holding  seminars  in  Los  Angeles, 
Chicago  and  New  York  to  detail  the  size 
of  the  Taiwan  market  and  to  spell  out 
promising  export  areas. 

Even  with  the  appreciation  of  the  yen, 
Japanese  products  remain  competitive 
with  American  goods  in  Taiwan.  When 
the  city  of  Taipei  recently  opened  bids 
for  new  buses,  it  found  Japanese  prices 
were  40%  below  the  bids  from  American 
firms,  according  to  an  American  in  Tai- 
pei. L.  K.  Chen,  chairman  of  Taiwan 
Power  Co.,  one  of  the  nation's  largest 
public  utilities,  says  that  a  year  ago  the 
price  of  many  Japanese  products  was 
15%  below  the  American  price.  Now,  he 
says,  the  prices  are  still  10%  cheaper. 
Dumping?  If  the  Japanese  are  dumping 
or  operating  on  low-  or  no-profit  mar- 
gins, no  one  in  Taiwan  seems  to  mind. 

American  businessmen  and  govern- 
ment officials  accept  these  criticisms  but 
say  the  Taiwanese  are  telling  only  one 
side  of  the  story.  They  claim  the  buying 
missions  are  less  than  meets  the  eye  and 
assert  that  Taiwan's  diversification  efforts 
are  half-hearted  at  best.  One  American 
embassy  official  in  Taipei  estimates  that 
only  $30  million  of  the  $268  million  in 
contracts  signed  during  the  first  buying 
mission  represented  orders  for  goods 
that  wouldn't  have  routinely  gone  to  the 
U.S.  without  any  mission  at  all.  Another 
American  says  that  sky-high  tariffs  and 
taxes,  together  with  bureaucratic  red 
tape,  have  made  it  difficult  to  sell  the 
4,000  U.S. -made  cars  that  were  specially 


imported.  A  car  which  sells  for  $5,000  in 
the  U.S.  ends  up  costing  $14,000  in 
Taiwan,  he  says. 

The  buying  mission  scheduled  to  be- 
gin June  9  should  result  in  more  new 
orders  than  the  first  one  did,  but  it  too 
includes  a  lot  of  contracts  that  have  al- 
ready been  negotiated.  Taiwan  Power, 
for  example,  says  it  will  announce  the 
purchase  of  boilers  worth  $60  million 
from  Foster  Wheeler  Corp.,  but  Chen 
says  that  deal  was  put  together  several 
months  ago. 

Shirley  W.Y.  Kuo,  vice  chairman  of 
the  government's  Council  for  Economic 
Planning  and  Development,  is  optimistic 
that  diversification  will  ultimately  be- 
come more  of  a  reality.  She  says  exports 


to  Canada  and  the  European  community 
are  now  at  a  low  level  but  that  there  is 
substantial  room  for  improvement.  And 
she  argues  that  Taiwan  is  presently  re- 
structuring its  industry,  concentrating 
more  on  machinery  and  other  more  so- 
phisticated goods.  These  products 
should  end  up  in  developing  countries 
and  will  replace  some  of  the  cheaper, 
labor-intensive  goods  now  going  to  the 
U.S.  In  addition,  U.S.  export  figures 
should  benefit  from  Taiwan's  ambitious 
plans  for  nuclear  energy  plants  since 
most  of  the  reactors  and  other  equip- 
ment are  likely  to  come  from  America. 

Meanwhile,  the  Taiwanese  are  moving 
to  counter  the  inevitable  restrictions 
against  their  products  in  the  U.S.  When 
the  U.S.  slapped  a  quota  on  Taiwan's 
shoes  last  year,  reducing  imports  by 
about  22%,  Taiwanese  manufacturers 
reacted  by  increasing  the  quality  and 
price  of  shoes  shipped.  As  a  result,  says 
Yu  Li-feng,  chairman  of  the  Taiwan 
Footwear  Manufacturers  Association, 
the  average  export  price  for  a  pair  of 
shoes  has  jumped  from  $1.50  to  $2.40, 
and  the  total  value  of  shoe  exports  to  the 
U.S.  will  rise  by  30%  this  year. 

With  textiles  facing  increased  restric- 


tions, Taiwan  has  moved  more  heavily 
into  electronics,  toys  and  other  indus- 
tries with  export  potential.  At  the  same 
time,  Taiwan,  whose  currency  is  pegged 
to  the  dollar,  has  profited  from  American 
efforts  to  curb  its  even  larger  trade  defi- 
cit with  Japan. 

Just  as  the  U.S.  began  to  restrict  Japa- 
nese color  television  imports,  Taiwanese 
manufacturers  began  to  step  up  their 
shipments.  In  1977  Taiwan  shipped  an 
estimated  440, 000  color  television  sets 
abroad,  up  sharply  from  the  254,000 
units  shipped  in  1976.  Most  of  the  sets 
went  to  the  U.S.,  but  RCA,  Admiral  and 
Zenith  aren't  complaining  since  the  ma- 
jority of  the  sets  were  made  by  their 
Taiwanese  subsidiaries.  Government  of- 


ficials here  like  to  point  out  that  five  of 
the  nation's  ten  largest  exporting  firms 
are  subsidiaries  of  U.S.  companies.  K.T. 
Li,  the  architect  of  many  of  Taiwan's 
economic  policies  and  now  a  minister 
without  portfolio,  suggests  that  more 
American  companies  should  form  manu- 
facturing joint  ventures  with  Taiwanese 
firms  to  produce  high-technology  indus- 
trial goods.  "All  of  Asia  is  now  a  captive 
market  for  Japan,  "  Li  says.  But  if  Ameri- 
can technology  were  combined  with 
Taiwanese  labor  and  manufacturing 
knowhow,  the  two  countries  could  com- 
pete with  Japan  throughout  the  region. 
The  result  would  be  more  business  for 
American  firms,  more  diversified  exports 
for  Taiwan  and  less  reliance  on  Japan. 

America  may  be  moving  toward  recog- 
nition of  mainland  China  at  the  expense 
of  Taiwan.  Such  a  move  would  be  a  blow 
to  Taiwan's  prestige  and  would  further 
isolate  it  diplomatically  from  the  rest  of 
the  world.  But  as  Taiwan's  success  to 
date  has  shown,  trade  is  even  more  im- 
portant than  diplomacy.  And  Taiwan's 
prosperity  is  likely  to  continue  so  long  as 
the  U.S.  remains  willing  to  take  Taiwan's 
exports  and  to  invest  heavily  in  this  is- 
land nation.  ■ 
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Private  Services:  From  Chelmsford,  Mass.  to  Gardena,  Calif,  the  garbage  men  work  for  Browning-Ferris,  not  for  the  city. 

One  Man's  Garbage 

The  American  economy  is  notorious  for  the  quantity  of  garbage 
it  produces.  A  couple  of  Texas  entrepreneurs  turned  that 
problem  into  a  $300-million-plus  opportunity. 


Browning-Ferris  Industries,  Inc.  was 
the  first  company  to  realize  the  opportu- 
nities for  the  garbage  business  in  the 
clean  air  laws  of  the  1960s.  A  Rice  Uni- 
versity accounting  graduate  named  Tom 
Fatjo  (see  p.  38)  and  a  Rice  engineer  with 
a  Harvard  M.B.A.  named  Louis  Waters 
bought  out  a  Houston  distributor  of  off- 
highway  construction  equipment  named 
Browning-Ferris  Machinery  Co.  in  1968. 
The  construction  they  had  in  mind  was 
landfills.  Socn  Browning-Ferris  was  fan- 
ning out  across  the  country,  acquiring 
local,  family-owned  commercial  garbage 
collection  businesses  in  exchange  for 
BFI  stock.  They  acquired  businesses  in 
over  100  communities  and  became  the 
commercial  carters  for  cities  from  San 
Diego,  Calif,  to  Augusta,  Me.  and  from 
Chicago  to  Biloxi,  Miss. 

The  family  companies  were  willing  to 
sell  because  the  clean  air  laws  were 
changing  their  businesses.  Where  gar- 
bage had  been  a  matter  of  collecting 
refuse,  carrying  it  out  of  town  and  dump- 
ing it  on  open  ground — where  it  was 
later  burned — it  now  became  a  business 
called   solid   waste   management,  with 


heavy  capital  requirements  for  closed 
garbage  trucks,  which  cost  as  much  as 
$60,000  apiece,  and  sanitary  landfills. 
Open  dumping,  to  say  nothing  of  smol- 
dering garbage  fires,  was  increasingly 
forbidden  as  successive  clean  air  acts  laid 
down  ever  more  stringent  requirements. 
Take  Rrowning-Ferris.  In  1969  it  did  $28 
million  in  revenues  on  $13  million  in 
gross  properties.  By  1977  revenues  were 
up  elevenfold  but  gross  property  was  a 
huge  $288  million. 

The  entrepreneurs  at  RFI  offered  to 
raise  the  capital  by  selling  stock  and 
borrowing.  By  1973  they  had  acquired 
over  157  subsidiaries,  and  net  income 
was  up  from  $350,000  to  $15  million. 

Among  BFI's  acquisitions  were  five 
companies  owned  by  Harry  Phillips  of 
Memphis,  Tenn.  Phillips  came  aboard  in 
1970  and  soon  became  BFI's  president 
and  chief  operating  officer  because  he 
knew  the  garbage  business  better  than 
the  young  financial  types.  He  had  started 
his  own  collection  firm  in  Memphis  in 
1955  at  age  23,  after  dropping  out  of  the 
University  of  Mississippi  ("I  didn't  stay 
there  long").  BFI  sold  as  high  as  36%  in 


1972 — 48  times  earnings.  Then  things 
went  wrong. 

Browning-Ferris  had  plenty  of  grow- 
ing pains.  The  equipment  division — the 
original  Browning-Ferris — showed  small 
losses  in  1972  and  1973  and  was  sold.  In 
1975  a  waste  paper  subsidiary  that  was 
giving  the  company  almost  half  of  its 
revenues  went  sour  when  the  bottom  fell 
out  of  waste  paper  markets  in  the  reces- 
sion. It  lost  $9.7  million,  and  BFI  spun  it 
off  in  a  stock  dividend  to  shareholders. 
BFI  revenues  in  1975  fell  18%  from  1974 
levels,  and  its  earnings  sank  to  $5.3  mil- 
lion from  $18  million  the  year  before. 

The  growing  pains  seem  over.  Chair- 
man Lou  Waters  says  today,  "We  are 
now  in  the  best  shape  we  ever  were.  We 
have  put  down  the  base  to  build  a  very 
substantial  company."  Indeed,  BFI  is 
already  substantial.  It  is  heading  for  rev- 
enues of  almost  $360  million  in  fiscal 
1978 — which  ends  Sept.  30 — up  from 
$315  million  last  year.  Income  for  the 
first  half  of  its  fiscal  year  is  up  26%  from 
the  year-ago  period,  on  top  of  a  37% 
earnings  gain  (to  $1.04  a  share)  for  the 
full  fiscal  year  1977.  The  company's  con- 
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fident  goal  of  15%  earnings  gains 
per  year  and  a  return  on  Stock- 
holders' equity  of  at  least  15%  was 
more  than  achieved  in  fiscal  1977, 
and  will  be  again  in  1978. 

The  turnaround  came  in  late 
1976  when  the  company  was  able 
to  get  a  5%-to-5.5%  price  rise 
across  its  system,  repeating  that  in 
1977.  BFI  also  set  up  ten  regional 
management  offices  to  keep  in 
touch  with  subsidiaries  which  are, 
after  all,  very  local  businesses. 

As  a  symbol  of  this  passage  from 
financially  oriented  growth  com- 
pany to  operating  company,  Harry 
Phillips,  47,  became  chief  execu- 
tive at  the  end  of  fiscal  1977,  with 
Lou  Waters,  39,  who  had  the  title, 
staying  as  chairman.  Tom  Fatjo 
left  the  firm  in  1976  to  devote  his 
time  to,  among  other  interests,  an 
investment  company  which  does 
acquisition  work  for  BFI. 

"We  have  set  up  a  detailed  ac- 
counting system  by  area  and  even 
by  customer,"  says  Phillips. 
"There's  no  way  the  next  eight 
years  can  be  as  difficult  as  the  last 
eight." 

Even  with  those  two  rate  in- 
creases, however,  Browning-Fer- 
ris would  not  be  able  to  keep 

ahead  of  inflation.  "We  make  up   

the  rest  in  productivity  increases," 
says  Waters.  Phillips  explains:  "If  you 
have  a  two-truck  operation  covering  700 
square  miles,  with  200  customers,  you 
can  add  customers  and  correspondingly 
cut  down  pickup  time  from,  say,  18  min- 
utes a  pickup  to  12  minutes,  then  to  9. 


Top  Of  The  Heap:  Harry  Phillips  (left)  is  Browning 
Ferris'  CEO  and  operating  head.  Lou  Waters,  chair 
man,  handles  the  financial  side. 


It's  the  same  piece  of  capital  equip- 
ment." BFI  reckons  that  on  commercial 
collection  it  can  bring  in  $144,000  annual 
revenues  on  a  typical  route  employing 
$120,000  of  capital  equipment— $60,000 
for  the  truck  and  $60,000  for  the  contain- 


ers, those  large  metal  hampers 
one  sees  in  shopping  center  park- 
ing lots  and  out  back  of  restau- 
rants. For  residential  business  the 
revenues  get  to  $72,000  for 
$30,000  of  capital  employed— a 
single  truck  that  is  simpler  than 
the  hydraulic  lift  model  that  serves 
commercial  customers. 

Residential  business  runs  about 
$70  million  for  BFI  and  is  growing 
as  municipalities  look  at  future 
capital  costs  of  garbage  disposal — 
as  waste  recovery  laws  continue  to 
be  passed — and  figure  it  pays  to 
contract  out.  A  Columbia  Business 
School  study  agrees,  estimating 
that  private  business  can  pick  up 
trash  30%  cheaper  than  municipal 
sanitation  departments. 

American  garbage  is  growing 
only  3%  a  year  in  volume  but  BFI 
figures  its  business  will  grow  12% 
to  15%  a  year.  Why?  Because  of  all 
the  increased  services  the  firm  is 
called  upon  to  deliver  these  days 
owing  to  the  new  laws.  BFI  has  a 
growing  business  in  collecting  and 
disposing  of  liquid  wastes  from  fac- 
tories, pulp  mills  and  chemical 
plants.  This  is  now  12%  of  revenues 
and  growth  seems  assured  by  the 
hazardous  substances  provisions  of 
the  Resource  Conservation  &  Re- 
covery Act  of  1976.  "The  more 
stringent  the  requirements  are,  the  bet- 
ter it  is  for  us,"  says  Harry  Phillips. 

Where  there's  a  problem,  there's  a 
business  opportunity.  Browning-Ferris 
is  a  living  monument  to  that  very  Ameri- 
can principle.  ■ 


Making  A  Run 
For  The  Money 


Tom  Fatjo:  Still  running. 


Tom  j.  Fatjo  Jr.  gushes  about  running  the  way  that  more  than  25  million 
running  Americans  seem  to  do  these  days.  "It  has  brought  a  renewed  enthusi- 
asm to  my  life,  says  the  38-year-old  Houstonian.  "I  run  50  to  60  miles  a  week 
and  honestly  never  get  tired. " 

But  he  is  also  an  entrepreneur  who  founded  Browning-Ferris  Industries  in 
the  1960s  and  helped  build  it  into  the  largest  U.S.  private  garbage  collector. 
He  and  his  associates  also  own  25%  of  Houston's  Fannin  Bank,  and  until 
recently  he  was  involved  in  the  city's  fast-paced  mortgage  business.  But  Fatjo 
(the  name  comes  from  Spain  via  New  Orleans)  the  entrepreneur  was  not  about 
to  miss  the  opportunity  in  America's  obsession  with  running  and  health,  in 
which  Fatjo  the  runner  took  part. 

So  now  he  is  spending  full  time  on  a  grand  scheme  to  build  a  $30-million, 
300- room  conference  center-cum-health  club  to  be  called  The  Houstonian. 
Fatjo  is  putting  up  $1.1  million  of  the  $9-million  equity  money,  has  convinced 
other  young  Houston  money  men  to  join  him  and  has  brought  in  Prudential 
Insurance  Co.  for  $30  million  in  mortgage  financing. 

The  Houstonian's  annual  take,  says  Fatjo,  will  be  $15  million,  not  all  from 
sweat.  Memberships  will  cost  as  much  as  $2,750,  with  conference  rates — 
around  $95  a  night  per  single — including  use  of  the  facilities.  Among  these  are 
not  only  the  running  track  and  usual  gym,  but  attending  doctors  to  check 
heartbeat  and  prescribe  diet  and  exercise.  The  Houstonian  will  also  have  five 
"gourmet"  restaurants:  One  hand  washes  the  other. 
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Wolfschmidt 
Genuine  Vodka 


"A  bulb  that  gives  more 


ing  less  energy?  GEE!" 


(No,  GTE!) 


You're  looking  at  a  revolutionary  Sylvania 
itreet  light  bulb  made  by  GTE's  Lighting 
3roducts  people. 

It  gives  eighty  percent  more  light  than  the 
)ulb  it  replaces.  (Which  you'll  really  appreci- 
ite  if  you  ever  happen  to  be  walking  down  one 
>f  our  streets  alone  late  at  night.) 

And  it  uses  ten  percent  less  energy.  (Which, 


depending  on  how  many  street  lights  they're 
in,  could  amount  to  a  sizeable  saving.) 

We're  also  saving  energy  in  offices — with 
our  special  fluorescent  bulbs.  In  factories.  And 
in  hotels  as  well  as  residences —  with  our  energy- 
saving  incandescents. 

Add  it  all  up  and  .  .  .  can  you  imagine  how 
much  oil  you're  talking  about? 


Communications /Electronics / Lighting / Precision  Materials 


IS  IT  WORTH  RISKING 
YOUR  LIFE  FOR  15  MILES 
PER  GALLON? 


VOLVO  ©  1978  VOLVO  OF  AMERICA  CORPORATION  LEASING  AVAILABLE 


Tiny  little  subcompact  cars  may  be  great  for 
saving  gas.  But  as  accident  statistics  show,  they're 
not  particularly  safe. 

A  Volvo,  on  the  other  hand,  gets  a  very  respect- 
able 29  m.p.g.  highway— 19  m.p.g.  city*  But 
ultimately,  we  put  a  much  higher  premium  on  life 
than  we  do  on  gasoline. 

The  roomy  passenger  compartment  of  a  Volvo 
is  surrounded  by  six  steel  pillars,  each  one  strong 
enough  to  support  the  weight  of  the  entire  car. 

Crumple  zones,  front  and  rear  are  designed  to 
absorb  the  impact  of  a  collision,  rather  than  pass- 
ing it  on  to  the  passengers. 

As  a  matter  of  fact,  the  federal  government  is 
so  impressed  with  Volvo's  crash  worthiness  they've 
become  one  of  our  biggest  customers.  They 
bought  more  than  60  Volvos,  many  of  which  have 
been  crashed  into  each  other  at  closing  speeds  of 
up  to  90  m.p.h.  in  an  effort  to  establish  safety 
standards  for  cars  of  the  future. 

VOLVO.  A  CAR  YOU  CAN  BELIEVE  IN. 


So  before  you  buy  your  next  car,  weigh  caref  ull> 
what  you  have  to  gain  and  lose. 
A  big  substantial  Volvo  can  not  only  save  gas. 
It  could  end  up  conserving  something  much 
more  precious. 

'EPA  estimates  based  on  24(1  Sedans  with  manual  transmission.  Mileage  may  vary 
mi  tilher  models  or  because  of  your  driving  habits,  cars  condition  and  equipment. 


Revlon  Without  Revson 


If  Charles  Revson  were  alive  he  would  scarcely  recognize  his  corporate 
creation.  Yet — perhaps  muttering  an  obscenity  or  two — he  would  almost 
certainly  growl  grudging  approval  of  what  his  successor  has  wrought. 

By  PHYLLIS  BERMAN 

"Charles  Revson  hated  numbers.  With 
him,  we  smeared  lipstick  on  our  hands, 
talked  about  moisturizers.  .  .  ." 

"Michel  Bergerac  wanted  a  three  -year 
plan  .  .  .  charts,  graphs,  projections. 
He  had  every  financial  guy  lined  up 
against  one  wall,  scribbling  away  furi- 
ously.' — Stanley  Kohlenberg,  former 
executive  vice  president  of  Revlon,  Inc. 

Somebody  once  called  the  late  Charles 
Revson  "the  man  you  love  to  hate."  He 
was  crude,  ruthless,  arbitrary,  but  he 
built  Revlon,  Inc.  into  a  great  name.  Just 
before  he  died  he  chose  as  his  successor 
Michel  C.  Bergerac,  47,  a  ranking  gradu- 
ate of  the  Harold  Geneen  school  of  man- 
agement, a  man  of  equally  colossal  ambi- 
tion but  completely  different  style. 

Using  tactics  he  learned  as  a  president 
of  ITT  Europe,  the  French-born,  Sor- 
bonne-, Cambridge-  and  UCLA-educat- 
ed Michel  Bergerac  is  radically  changing 
Charles  Revson's  company.  Revson 
wouldn't  have  minded.  He  knew  what 
he  was  doing  when  he  picked  Michel 
Bergerac  over  his  steadfast  cronies  or 
even  his  own  sons.  He  wanted  his  com- 
pany— and  with  it  his  name — to  survive 
in  a  changing  world. 

Three  years  at  the  helm  now,  in  com- 
plete control,  Bergerac  is  very  much  his 
own  man;  if  the  ghost  of  Charles  stalks 
the  halls  it  doesn't  frighten  his  successor. 
Bergerac's  own  ego,  if  more  disciplined, 
is  no  less  highly  developed.  He  is  quick 
to  point  out  that  Revlon's  sales  have 
almost  doubled  (to  $1.1  billion)  in  his 
three  years  and  so  have  profits  (to  just 
short  of  $100  million  last  year);  that  Rev- 
lon is  no  longer  a  cosmetics  company 
with  a  couple  of  sidelines  but  an  increas- 
ingly diversified  company  with  a  thriving 
health-care  business  that  already  con- 
tributes almost  30%  of  revenues  and 
makes  more  on  the  sales  dollar  than  Rev- 
lon's basic  cosmetic  business. 

When  you  talk  with  Bergerac  the  con- 
versation isn't  about  lipstick  shades  but 
about  incremental  inventory  increases 
(half  the  rate  of  sales  growth  under  Ber- 
gerac). About  receivables  (down  from  82 


Bergerac:  Having  it  both  ways — class  and  mass — and,  so  far,  succeeding. 
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days  in  1973  to  53  days  in  1977). 

"If  the  business  had  been  run  in  1977 
the  same  way  it  was  in  1973  it  would  have 
taken  $300  million  more  in  eash  to  finance 
1977  growth" — that  statement  is  vintage 
Bergenia  "At  8%  interest  this  represents 
almost  $25  million  in  savings." 

But  wasn't  Revlon  a  remarkably  well- 
run  company  under  Revson?  Didn  t  it 
earn  17%  and  more  on  stockholders'  eq- 
uity? Didn't  Charles  Revson  know  what 
women  wanted  before  the>  did? 

The  answei  is  ili.it.  yes,  Re\  Inn  was 
profitable  and  Rev  son  a  genius  at  sniffing 
out  changing  feminine  tastes.  But  while 
he  was  a  stickler  about  the  waste  of  even 
one  single  paper  clip,  he  could  be  a 
capricious  spendthrift  on  the  design  of  a 
single  package.  Yet  Revlon  had  a  lot 
going  for  H  Revson  was  a  pioneer  in 
new -product  innovations;  he  was  the 
first  to  introduce  matching  lip  and  nail 
colors.  And  the  cosmetic  business  c  an  be 
immensely  profitable.  As  noted  by  An- 
drew Tobias  in  his  best-seller  about  Rev- 
son s  lite.  Fire  and  lcc*  the  materials  in 
a  bottle  of  cream  nail  enamel  that  re- 
tailed for  75  cents  cost  only  one-tenth  of 
that  to  produce.  The  enamel  itself,  mi- 
nus packaging,  cost  practically  nothing. 
With  that  kind  of  leeway,  there  was  am- 
ple room  lor  creative  whim. 

Besides,  as  long  as  the  business  staved 
small  enough,  Revson  had  virtual  control 
of  every  detail.  As  a  company,  Charles 
Revson's  Revlon  was  the  lengthened 
shadow  of  one  num.  and  the  entire  cor- 
porate structure  merely  existed  to  lever- 
age his  personality,  his  taste,  his  drive 

But  times  were  changing.  The  wav 
cosmetics  were  distributed  was  chang- 
ing. The  way  the  customers  regarded  the 
products  was  changing. 

It  all  started  in  beauty  salons  and  de- 
partment stores,  where  the  well-to-do 
shopped — the  carriage  trade.  There 
were  attractive  ladies  behind  the  counter 
to  show  other  ladies  how  to  use  the 
product  how  to  pick  the  right  colors,  the 
right  combination,  to  urge,  say,  a  match- 
ing nail  polish  on  the  customer  who 
came  in  to  buy  a  lipstick.  This  was  ex- 
pensive personal  selling,  paid  lor  by  the 
manufacturer  but  worth  it  to  him. 

As  women  became  more  sophisticated 
about  cosmetics,  the  products  them- 
selves became  easier  to  use,  and  as  afflu- 
ence reached  larger  segments  of  the  pop- 
ulation, the  business  spread  out  into  un- 
manned drugstores  Cosmetics  became  a 
mass,  not  a  c  lass,  industry. 

But  recently,  the  maturing  market  has 
become  crowded.  The  industry  has  be- 
come vulnerable  to  downturns  in  the 
economy;  shipments  dropped  drastically 
in  1974.  Real  unit  growth  of  the  $7.5- 
billion  cosmetic  and  toiletries  market 
should  giow  at  only  an  estimated  3%  to 
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4%  through  the-  year  1980. 

That's  why  cosmetics  manufacturers 
have  been  c  asting  a  greedy  eye  on  one  of 
the  greatest  mass-marketing  instru- 
ments— the  supermarket.  The  supermar- 
kets are  willing:  Skimping  by  on  1.4%  net 
profit  margins  (before  taxes),  they  eagerly 
covet  products  like  cosmetics,  where  net 
profit  margins  can  run  13%. 

Rev  lon  s  traditional  strength  was  in 
the  drugstores,  where  its  middle-priced 
product  profited  from  the  image  that 
Revson  shrewdly  created — largely 
through  brilliant  advertising,  but  also 
through  the  prestige  gained  by  exposure 
in  department  stores.  Put  it  this  way:  He 
c  reated  in  women's  minds  the  idea  that 
Rev  lon  products  were  stylish — with-it  in 
modern  slang.  The  products  didn't  have 
to  be  sold  in  the  store;  the  customers 
entered  presold  on  the  products  image. 
That  image  was  created  in  the  depart- 
ment stoics  by  confining  distribution  to  a 


".  .  .  'The  thought  was  that 
we  were  retail  franchise 
people.  We  are  not.  We  are 
cosmetics  people'.  .  ." 


select  group  of  prestige  locations.  While 
useful,  this  kind  of  restricted  selling, 
called  "retail  franchise"  in  the  trade, 
does  not  offer  the  volume  of  other  meth- 
ods of  distribution. 

"The  thought  around  here  was  that  we 
were  retail  franchise  people,"  Bergerac 
says,  speaking  of  pre-Bergerac  days. 
"But  really  we  are  not.  We  are  cosmetics 
people.  Anyone  who  has  ever  studied 
business  policy  or  business  strategy  will 
recognize  Bergerac  s  reference:  The  rail- 
roads went  downhill  because  they 
thought  of  themselves  as  choo-choo  men 
rather  than  as  transportation  people;  the 
mov  ie  industry  almost  went  under  when 
TV  came  in  because  it  had  too  narrow  a 
v  iew  of  itself. 

Bergerac.  warming  to  his  topic:  "By 
being  a  retail  franchise  company,  we 
simply  allowed  Avon  to  build  up  an  enor- 
mous business.  Every  single  woman  who 
buys  a  tube  of  lipstick  and  doesn  t  buy  it 
from  us,  we  lose  a  sale.  I  couldn't  care 
less  if  its  made  door-to-door,  direct 
mail,  whatever — and  that  is  a  very  basic 
difference  in  philosophy." 

Main  new  chief  executive  officers 
talk — or  at  least  think — that  way.  ("Look 
at  the  terrible  problems  I  inherited.") 
But  do  von  talk  that  wav  when  your 
predecessor  was  a  marketing  genius  like 
Revson?  Bergerac  does,  but  with  a  cer- 
tain circumspection.  He  lowers  his 
French-acCented  voice  and  says: 

"Despite  whatever  the  history  hap- 
pened to  have  appeared  to  have  been,  it 
took  a  fair  amount  of  time  to  straighten 
out  this  place.  Which  may  sound  like  a 


strange  statement  to  make.  So  I  will 
leave  it  at  that.'  But  he  doesn't  really 
leave  it  at  that.  Again  and  again  Bergerac 
hints:  This  company  looked  better  than  it 
really  was,  it  just  happened  to  be  in  a 
business  where  fat  margins  covered  a  lot 
ol  managerial  sins. 

Men  like  Charles  Revson  are  great 
haters,  and  Revson  pursued  his  hates 
w  ith  a  sometimes  costly  passion.  Two  old 
enemies  predeceased  him,  Helena  Ru- 
binstein and  Kli/abeth  Arden.  and  Rev- 
son gained  satisfaction  from  the  fact  that 
their  companies  did  not  outlive  them  as 
independent  entities,  both  being  ac- 
quired by  large-  corporations.  But  the 
ultimate  enemy  was  Estee  Ladder, 
whose  cosmetics  bear  her  name.  Victory 
over  her  was  denied  to  Revson;  to  this 
day  she  dominates  the  top  end  ol  the 
cosmetics  market.  But  Revson  spent 
heavily  to  try  catching  her.  To  small 
avail.  His  Ultima  II  line,  which  he  start- 
ed in  1964.  didn't  even  turn  a  profit  until 
after  1973.  The  Princess  Marcella  Bor- 
ghese  line  of  cosmetics.  20  years  old.  has 
grown  surely  but  slowly.  The  Etherea- 
Fine  Fragrance  line,  designed  to  go 
squarely  against  Lauder's  allergy-tested 
Clinique,  has  been  a  longtime  loser 
which  industry  insiders  predict  may 
eventually  be  dropped  altogether.  These 
three  lines — Group  III  under  Ber- 
gerac— contributed  only  an  estimated 
$80  million  or  so  last  year  to  Revlon's 
revenues.  And  if  less  prestigious  depart- 
ment store  lines  are  included,  total  sales 
through  department  stores  reached  little 
over  an  estimated  $125  million,  not  even 
half  of  what  Lauder  is  estimated  to  have 
taken  out  of  the  same  market. 

Este'e  Lauder,  who  started  her  busi- 
ness in  a  modest  Manhattan  apartment, 
got  a  leg  up  which  Revlon  could  never 
match.  Early  in  the  game,  she  began 
giving  away  a  product,  a  face  powder, 
say,  with  a  full-price  purchase  of  a 
Lauder  product.  Lauder. could  afford  it 
since  she  had  no  mass  distribution  and 
didn't  need  to  spend  her  dollars  on  na- 
tional ads.  Revson  decided  to  do  the 
same  thing;  but  he  got  such  a  late  start 
on  the  firmly  established  Este'e  Lauder 
that  he  could  never  catch  her. 

Seeking  a  new  weapon,  in  the  late 
Sixties  Revlon  began  using  its  "P  with 
P" — purchase  with  purchase — concept 
to  compete  with  Lander  s  gifts.  John 
Rev  son.  34.  Rev  son  s  oldest  son,  was  one 
of  its  biggest  boosters.  Under  the  gift 
concept,  only  the  biggest  and  best  could 
compete;  smaller  competitors  didn  t 
have  enough  profit  margin  to  absorb  the 
gift's  cost.  But  P  with  P  changed  all  this. 
It  involved  selling  one  product  at  full 
price  and  the  second  at  cost — meaning  at 
no  profit  to  the  manufacturer.  Buy  a 
bottle  of  moisturizer  for,  say,  $6.50  and 
you  could  buy  $28-vvorth  of  eye  shadow 
for  $7.50.  Now  anyone  could  get  into  the 
game.  And  they  did. 


■:C. 
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Next:  Will  the  stores  bleed  the  new  wave,  then  "wait  for  the  next  group  of  idiots' 


Memorandum: 

From:      Calvin  Klein  and 

Diane  von  Furstenberg 

To:  Elizabeth  Arden  and 

Charles  of  the  Ritz 

Subject:  It's  Our  Turn  Now 

Three  years  ago  Revlon  sent  Stanley  Kohlenberg,  head 
of  the  division  that  markets  its  most  expensive  cosmetics, 
to  persuade  the  hot  fashion  designer  Calvin  Klein  to 
license  his  name  to  Revlon.  Klein  said  no.  Why  should  he 
lose  creative  control — especially  when  the  deal  Revlon 
struck  with  Bill  Blass  to  put  his  name  on  fragrances  had 
been  a  disappointment  for  Blass?  Instead,  Klein  turned 
the  tables  on  Revlon.  He  talked  Kohlenberg  into  leaving 
Revlon  and  joining  him  to  start  their  own  business.  Klein 
and  his  associates  got  together  $3.5  million. 

They  are  far  from  alone.  Recently,  a  whole  new  crop  of 
names  has  been  entering  the  fragrance  and  cosmetics 
market,  including  Halston,  Ralph  Lauren,  Mollie  Parnis 
and  Oscar  de  la  Renta.  "There  have  been  more  product 
introductions  in  a  six-month  period  than  at  any  time  in  the 
24  years  that  I've  been  in  the  cosmetics  business,"  says 
Myron  Blumenfeld,  who  views  the  field  from  his  vantage 
point  as  cosmetics  merchandising  manager  for  Blooming- 
dale  s  in  New  York. 

Marketing  success  in  cosmetics  consists  of  getting  six 
feet  of  shelf  space  in  a  highly  visible  location  on  a  depart- 
ment store's  main  floor.  The  top  contenders  for  that  space 
are  Revlon  and  Lauder,  who  together  have  an  estimated 
45%  of  department-store  volume.  But  an  increasing  share 
of  the  rest  of  the  market  is  going  to  .small  companies  with 
less  than  $25-million-to-S30-million  sales  per  year,  and 
with  names  that  are  easily  recognizable  to  women  who 
shop  Saks  Fifth  Avenue  and  Bonwit  Teller  and  Henri 
Bendel:  European  imports  like  Lancdme  and  Orlane,  or 
skin-care  treatments  by  Dr.  Erno  Laszlo. 

These  newcomers  picked  up  their  market  share  from 
the  old  familiar  names:  Colgate-Palmolive's  Helena  Ru- 
binstein,  Eli  Lilly's  Elizabeth  Arden,  Squibb's  Charles  of 
(lie  Ritz.  Today  these  luxury  names  of  former  days  have 
lost  the  chic  market.  Their  cosmetics  are  no  longer  real 
competition  for  new  items  like  Halston's  $15  lipstick  and 


his  $60  silver-plated  powder  compact. 

The  newcomers,  says  Revlon's  Michel  Bergerac,  are 
having  to  buy  their  counter  space — not  literally,  of  course, 
but  by  spending  money  freely.  Unlike  other  vendors  to 
the  department  store,  a  cosmetics  manufacturer  must 
sometimes  pay  for  all  newspaper  ads  and  the  salary  of  the 
saleswoman  and  offer  gifts  with  purchases.  "The  stores 
don't  care  if  the  manufacturer  loses  money,  says  Ber- 
gerac. "Why  should  they?  The  department  stores  will 
bleed  this  new  wave  and  pretty  soon  some  will  drop  out. 
Then  the  department  stores  will  wait  for  the  next  group  of 
idiots  to  do  the  same  thing. 

Perhaps.  But  men  like  Stan  Kohlenberg  are  not  babes 
in  the  cosmetics  woods.  They  have  learned  from  the 
mistakes  of  earlier  contenders  and  see  no  reason  why,  say, 
a  lipstick  should  be  a  losing  proposition  for  the  manufac- 
turer. "The  problem  [in  high-priced  cosmetics],"  says 
Kohlenberg,  "is  the  length  of  lines.  Companies  kept  add- 
ing items  so,  counting  every  shade  of  every  item  in  a  line, 
the  stores  were  running  600  to  800  stock-keeping  units  per 
line.  The  dead  inventory'  was  killing  the  stores." 

So  Kohlenberg  plans  to  offer  only  a  limited  product 
menu  under  the  Calvin  Klein  name.  To  make  carrying 
the  line  worth  the  stores'  space,  Kohlenberg  is  offering 
the  retailer  50%  of  the  selling  price  on  treatment  items 
like  moisturizers  and  45%  on  fragrances  instead  of  the 
usual  40%.  But  Kohlenberg  provides  no  giveaways  and 
he  is  trying  to  limit  his  stock-keeping  units  to  187  (if  a 
new  color  or  shade  is  introduced,  an  old  one  is  with- 
drawn). The  objective:  lower  stock  and  faster  turnover  for 
the  merchant. 

Nor  are  the  newcomers  like  Kohlenberg  unaware  that 
staying  power  is  important  for  newcomers  breaking  into 
cosmetics.  Since  Diane  von  Furstenberg  went  into  fra- 
grances and  cosmetics  four  years  ago,  she  has  licensed  to 
others  her  fashion  business  in  order  to  concentrate  on  her 
fragrance  and  cosmetics  lines — which  are  still  not  in  the 
black.  "You've  got  to  figure  at  least  $5  million  up  front  and 
four  to  six  years  before  you  see  a  return,  says  her  general 
manager  for  fragrance  and  cosmetics,  Norman  Goldberg. 

Klein  and  von  Furstenberg  have  the  resources  to  hang 
on.  Others  have  outside  backing — Halston  from  Norton 
Simon,  Ralph  Lauren  from  Warner  Communications— to 
carry  them  over  the  first  four  years.  Four  years?  "No  one, 
says  Goldberg,  "enters  this  market  without  planning  to 
lose  money  the  first  four  years."  — P.B. 
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Says  one  Revlon  man:  "It  became  the 
biggest  circus  in  the  world.  A  woman 
would  walk  intoBloomingdale's  and  the 
thing  on  her  mind  was:  Which  counter 
was  giving  something  away?  You  d  be 
accosted  by  18  models  walking  around 
offering  you  a  bargain  at  18  different 
cosmetic  counters. 

Worse  yet,  the  P  with  P  promotions 
destroyed  any  brand  loyalty.  Says  an  ex- 
Revlon  staffer:  "The  manufacturers  were 
trapped  and  still  arc.  The  stores  won't  let 
them  out  of  these  promotions  because 
they  net  their  full  markup  on  them.  In 
1977  Ultima  II  took  seven  markets  and 
replaced  the  P  with  P  with  other  promo- 
tions And  m  ever)  case,  while  the  man- 
ufacturers net  didn't  go  down,  the 
stores'  sales  did.  And  the  stores  just 
won't  live  with  that.  Says  Michel  Ber- 
gerac:  "You  have  to  understand  the  basic 
mentality  of  the  department  store.  It  is, 
Whatever  you  do  it  is  not  enough  any- 
more.' "  He  adds:  "I  don't  blame  them 
for  it.  That  is  their  game.  If  they  can  get 
away  with  it,  why  not? 

Bergerac's  strong  words  have  had  an 
effect.  "I've  been  in  meetings  and 
walked  away  saying  to  myself,  'If  I'm 
reading  him  right,  Bergerac  is  saying  he 
doesn't  need  department  stores,'  "  says  a 
former  Revlon  employee.  "Then  I  look  at 
it  another  way  and  see,  'No,  he  certainly 
doesn't  want  to  lose  that  business.'  Let's 
put  it  this  way:  /  don't  think  he  is  giving 
up  department  stores,  but  a  lot  of  people 
seem  to  think  he  is." 

Thus,  even  while  broadening  his  mar- 
keting efforts,  Bergerac  must  stress  that 
he  is  in  the  midst  of  a  renewed  assault  on 
the  department  stores.  He  is  introducing 
several  new  products  at  the  top  of  the 
line,  like  Borghese's  Catalyste,  skin 
products  priced  at  up  to  $35.  He  is  ad- 
vertising Borghese  nationally  for  the  first 
time.  Ultima  II  products  will  be  repack- 
aged. And  the  Etherea  line  has  been 
limited  to  fewer  stores  to  spread  promo- 
tional dollars  over  fewer  "doors"  and  to 
enhance  the  line's  prestige. 

Still  Bergerac's  efforts  in  the  depart- 
ment-store field  may  be  affected  by  his 
emphasis  on  the  bottom  line.  He  is 
trying  to  clamp  down  on  P  with  P  and 
other  kinds  of  promotional  spending. 
Says  one  Revson  intimate:  "Revson  be- 
lieved that  in  certain  lines  you  had  to 
pay  for  image.  But  Michel's  point  of 
view  is,  yes,  you  pay  for  image,  but  the 
question  is  'how  much?' 

Numbers-oriented  as  he  is,  Bergerac 
realizes  that  the  biggest  action  is  else- 
where. Revlon  has  always  had  a  strong 
position  in  the  drugstores,  where  self- 
service  hanging  displays  are  widely 
used.  That's  despite  the  fact  that  Revson 
hated  hanging  displays.  Says  Revlon  Se- 
nior Executive  Vice  President  Paul  P. 
Woolard,  one  of  the  top  Revson  men  to 
survive  under  Bergerac:  "Charles  had  a 
hangup  with  the  idea  of  hanging  goods. 


But  his  solution  was  an  abortion.  It  was  a 
floor  stand  with  everything  neatly  ar- 
ranged, wedged  into  place.  The  trouble 
was  when  you  pulled  one  out,  the  others 
fell  down.  It  made  no  sense." 

After  explosive  growth  in  the  Fifties 
and  Sixties,  the  middle-priced  classic 
Revlon  line  had  slowed  to  essentially  flat 
sales  in  the  years  immediately  preceding 
Bergerac.  While  Revson  had  fought 
Lauder  in  the  expensive  lines,  the  bread 
and  butter  of  the  company  had  started 
going  nowhere.  Also,  at  the  lowest  end 
of  the  market  Natural  Wonder  had  its 
own  problems.  Schering-Plough's  May- 
belline  and  Noxell's  Cover  Girl  lines 
had,  as  they  say  in  the  trade,  been  eating 
Revlon's  lunch. 

One  of  Bergerac's  first  priorities  was  to 
get  basic  Revlon  moving  again.  Over  the 
past  three  years,  he  has  brought  out  a 
steady  flow  of  moderately  priced  prod- 
ucts called  Revlon  Research  Group  For- 
mula 2,  starting  with  a  lipstick  in  1976; 
then  a  cleanser,  a  moisturizer,  and  other 
treatment  products.  They  were  first  sold 
through  department  stores,  then  to  mass 
outlets.  Also,  not  content  with  Revson's 


".  .  .  'If  you  say,  "Listen,  you 
just  wasted  $476,000"  .  .  . 
the  guy  says,  "My  creativity 
is  stifled"  \  .  ." 


Charlie  fragrance,  aimed  at  the  indepen- 
dent woman,  he  introduced  Jontue  in 
1975  to  appeal  to  a  more  romantic  audi- 
ence. Today  they  are  the  two  best-selling 
fragrances  in  the  world. 

The  key  to  the  drugstore  sales  is  self- 
service.  The  customer  must  be  able  to 
select  the  right  treatment  for  her  skin 
type  without  help  from  demonstrators. 
This  recjuires  clear  labeling — for  specific 
age  groups,  oily  skin,  for  normal  and  dry 
skin.  The  emphasis  is  less  on  glamour 
and  glitter  and  more  on  what  is  supposed 
to  be  good  for  you.  Recognizing  this, 
Bergerac  has  shaped  Revlon's  packaging. 
It's  no  longer  selling  chic;  it  is  selling 
science  and  purity.  Gone  are  the  old 
ornate,  gold  packages.  In  are  plain  black 
boxes  with  plain,  bold  lettering. 

Revson  hesitantly  went  into  supermar- 
kets in  1972;  Bergerac  has  no  such  reluc- 
tance. "Just  a  few  years  ago  they  weren't 
even  willing  to  sell  to  us,"  says  a  buyer 
for  a  major  supermarket  chain.  Revlon 
toiletries — Milk  Plus  6  shampoo  and  skin 
treatments,  Flex  hair-care  products, 
Mitchum  antiperspirants — are  now  fa- 
miliar sights  in  many  supermarkets.  Rev- 
lon, moreover,  invaded  this  highly  com- 
petitive market  spending  roughly  a  third 
as  much  in  advertising  dollars  as  compa- 
nies like  Procter  &  Gamble  Co.  and 
Gillette  Co.  "Primarily,  it  s  the  Revlon 
name,    explains  Bergerac. 


Old  habits  die  hard.  Even  today  the 
term  "supermarket"  is  rarely  uttered  in 
Revlon's  offices,  which  are  as  tastefully 
ostentatious  as  its  upscale  packaging. 
The  word  is  "superstores."  Super  what- 
ever, Revlon's  lowest-priced  line  of  cos- 
metics, Natural  Wonder,  is  beginning  to 
be  stocked  there.  (Only  in  the  best  areas, 
you  understand,  and  only  in  superstores 
that  are  heavy  in  nonfood  items.  No 
question  of  Revlon  among  the  onions  or 
the  frozen  peas.) 

"What  we  will  do  is  create  a  piece  of 
physical  geography  and  the  ambience  of 
a  cosmetic  department,"  says  Bergerac. 
Matt  Chamlin.  hired  18  months  ago  from 
Burlington  Industries,  will  head  the  ef- 
fort. Industry  sources  say  Chamlin  plans 
on  using  flashy  silverized  displays  and 
repackaging  the  line  from  bright  yel- 
low—aimed at  the  teenage  market — to 
the  sophisticated  black  blister  package, 
appealing  more  to  older  women. 

While  Revlon's  move  into  broader  dis- 
tribution has  gone  smoothly  enough, 
Bergerac  is  already  encountering  opposi- 
tion at  the  top  of  the  market. 

Some  department  store  buyers  are  en- 
raged at  Bergerac's  move  into  the  mass 
market.  "We  don't  feel  we  are  the  kind 
of  store  that  needs  to  carry  items  dis- 
counted at  K  mart,"  says  Nancy  Her- 
beck,  cosmetic  buyer  at  Marshall  Field 
&  Co.  "If  that  is  what  they  are  going  to 
do,  then  we  feel  maybe  we  can  live 
without  them." 

Bergerac  insists  he  will  continue  and 
even  increase  department-store  support. 
"We  are  not  turning  our  backs  on  depart- 
ment stores.  We  love  them.  They  are 
our  life."  Yet  it  is  clear  he  is  willing  to 
sacrifice  a  relatively  smaller  number  of 
department-store  dollars  for  a  much  larg- 
er number  of  supermarket  dollars. 

Meanwhile,  Bergerac  has  built  Rev- 
lon's noncosmetics  lines  from  25%  of 
sales  to  29%.  Before  Bergerac  arrived  at 
the  company,  Revson  had  already  un- 
loaded some  more  fanciful  acquisitions: 
artificial  flowers,  women's  sports  gar- 
ments. Revson's  one  big  winner  in  the 
diversification  game  was  USV  Laborato- 
ries, once  called  U.S.  Vitamin  &  Phar- 
maceutical Corp.  But  at  S 131 -million 
revenues,  Bergerac  thought  USV  was 
too  small  a  diversification.  "My  choice," 
says  Bergerac,  "was  either  to  build  it  up 
or  get  out  of  it.  To  leave  it  where  it  was 
didn't  make  sense."  He  added  at  least 
seven  acquisitions  to  his  health-products 
business.  They  included  Lewis-Howe 
Co.,  producer  of  Turns  antacid,  and  Nor- 
cl iff  Thayer,  which  now  makes  acne 
treatments  and  denture  adhesives.  The 
biggest  aequisiton:  Armour  Pharmaceu- 
tical Co.,  which  produces  thyroid  prod- 
ucts among  others,  and  which  he  hopes 
will  lessen  the  health-care  division's  de- 
pendence on  its  hypertension  drug  Hy- 
groton.  In  fiscal  1978,  health  care  should 
yield  $500  million  in  sales. 
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Ultima  II  Model  Lauren  Hutton  And  Revson:  He  knew  exactly  what  women  wanted — even  before  they  themselves  knew. 


Bergerac  is  also  staking  out  eye  care  as 
a  fertile  field  for  Revlon.  He  has  ac- 
quired Coburn  Optical  Industries,  the 
leading  U.S.  manufacturer  of  lens-grind- 
ing equipment  and  of  glass  and  plastic 
lenses,  and  Barnes-Hind,  the  largest 
marketer  of  hard  contact  lens  solutions. 
Bergerac  even  talked  merger  with 
Bausch  <k  Lomb,  but  the  conversations 
got  nowhere. 

Why  eye  care?  The  reason  is  in  the 
numbers.  Coburn  Optical  grew  at  20% 
last  year  and  Barnes-Hind  at  more  than 
10%.  That's  vs.  8%  growth  for  Revlon's 
basic  domestic  ethical  drug  business. 

Under  Bergerac,  Revlon  has  become 
less  an  oriental  despotism  and  more  like 
a  modern  organization.  "We  have 
stopped  kicking  people  in  the  rear,"  he 
says.  "We  have  brought  a  measure  of 
objectivity.  I  don't  judge  people  by  the 
color  of  their  ties  or  the  way  they  fawn." 
Charles  Revson  did  judge  people  that 
way — on  even  flimsier  grounds. 

But,  kicked  or  not,  a  number  of  old 
Revson  courtiers  are  gone.  John  Revson, 
is  still  in  Revlon's  Group  III  marketing 
division  but  is  reportedly  considering 
leaving  the  company.  Younger  son 
Charles  Jr.  has  departed  and  is  now  con- 
sidering starting  his  own  business.  Victor 
Barnett,  an  executor  of  Revson's  estate 
and  on  the  board  of  the  Revson  Founda- 
tion, is  no  longer  with  the  company.  Also 
out  is  Samuel  Kalish,  once  head  of  all 
Revlon's  international  operations.  He 
ran  that  fiefdom  out  of  his  hip  pocket, 
much  as  Revson  had  run  the  domestic- 
operations.  In  1976,  he  left  to  head  Nor- 
ton Simon's  Max  Factor  subsidiary.  (Last 
month  he  agreed  to  resign.) 

There  are  a  few  survivors  from  Rev- 
son's  day.  One  is  Senior  Vice  President 
Jay  I.  Bennett,  characterized  as  the  man 
who  kept  dossiers  on  all  former  and  pres- 
ent Revlon  executives  and  as  Revson's 
hatchet  man.  He  seems  to  have  been 


kept  on  in  the  same  capacity.  "Remem- 
ber, it  was  Jay  Bennett  who  contacted 
Bergerac  about  joining  the  company," 
says  one  employee.  "And  it  could  be  a 
problem  getting  rid  of  him  because  he 
was  party  to  all  the  negotiations  to  bring 
Bergerac  in." 

Another  survivor  is  17-year  veteran 
Paul  Woolard,  now  president  of  Revlon's 
domestic  division  and  head  of  marketing 
internationally.  But  when  pressed  by 
Forbes.  Bergerac  offered  no  comment 
on  the  fact  that  Woolard's  management 
contract,  noted  in  this  year's  proxy  for 
the  first  time,  will  run  out  in  1980. 

In  other  positions,  Bergerac  has  begun 
building  his  own  team.  He  had  brought 
in  two  ITT  executives  to  fill  key  slots. 
Samuel  L.  Simmons,  general  counsel  at 
ITT,  joined  Revlon  in  1976  in  a  similar 
capacity  and  is  rumored  to  be  Bergerac  s 
closest  confidant.  The  health-care  divi- 
sion is  headed  by  John  E.  Roelker,  vice 
president  at  ITT  who  also  worked  direct- 
ly for  Bergerac.  Sander  P.  Alexander, 
brought  in  from  Champion  Internation- 
al, is  Revlon's  first  chief  financial  officer, 
and  he  has  the  president's  office  but  not 
the  power. 

In  short,  more  has  changed  than  re- 
mained the  same  at  Revlon. 

Bergerac  holds  up  a  newly  designed 
package  and  launches  into  a  description 
of  the  changes  he  has  made:  "Here  is 
what  used  to  happen  here.  Someone 
would  say,  I  love  it,  but  this  tiny  graphic 
change  should  be  made.'  Then  they 
would  spend  three  months  doing  it  and 
say  afterwards,  'My  God,  it's  still  wrong.' 
Try  to  realize  what  this  does  to  a  factory. 
What  it  does  is  make  you  six  months  late. 

"But  if  you  say  to  one  of  these  people. 
'Listen,  you  just  wasted  $476,000,  and 
wouldn't  it  be  nice  to  save  that?',  the  guy 
says,  My  creativity  is  stifled. 

"What  I'm  submitting  to  you  is  that 
people  like  that  can  be  very  dangerous  to 


this  company.  The  creativity  doesn't  do 
anything  for  you  at  the  consumer  level. 
The  profitability  of  the  company  suffers. 
.  .  .  And  I  say  this  is  not  creativity,  this 
is  habit.  This  is  nonsense." 

Is  it  nonsense?  There  is  a  fine  line 
between  genuine  creativity  and  sheer 
indiscipline,  between  painstaking  atten- 
tion to  detail  and  sheer  capriciousness. 
Time  alone  will  tell  whether  Bergerac 
can  keep  what  was  truly  creative  in  his 
company  while  shedding  what  was 
wasteful  and  self-defeating.  You  cannot, 
after  all,  market  products  whose  chief 
ingredients  are  intangible  on  the  same 
basis  you  can  market  nuts  and  bolts. 

Which  may  be  precisely  why  Charles 
Revson  chose  Bergerac  over  a  dozen 
other  top-ranking  contenders  for  the 
job.  Bergerac  is  a  numbers  man,  but  a 
numbers  man — perhaps  because  of  his 
French  origin — with  a  sense  of  style, 
with  a  broad  range  of  interests.  Per- 
haps a  person  like  this  can  in  fact  find 
the  proper  balance  between  flair  and 
numbers. 

At  any  rate,  the  proof  of  the  pudding  is 
in  the  numbers.  Revlon  should  do  $1.4 
billion  or  so  this  year,  a  27%  gain  over 
1977.  In  the  first  quarter  of  1978  profits 
rose  28%,  to  $27  million;  for  the  full  year 
the  prospects  are  $120  million.  Bergerac 
points  confidently  to  $2  billion  in  sales 
by  1982.  Return  on  equity  last  year  was 
nearly  20%,  better  than  it  was  in  Rev- 
son's later  years. 

And  so,  with  its  founder  gone,  Revlon, 
the  corporation,  flourishes.  Could  it  be 
that  in  picking  Bergerac,  Charles  Revson 
understood  that  the  price  of  survival  for 
his  company  was  a  different  corporate 
style  than  his  own?  Unlike  many  found- 
ing fathers,  he  seems  to  have  done  more 
than  simply  hang  onto  power  until  his 
last  breath.  He  may  have  been  after  the 
biggest  prize  of  them  all:  immortality,  in 
name  at  least.  ■ 
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On  The  Ginza:  Shiseido  is  still  number  one,  but  the  competition  is  gaining. 


Why  Japanese  Women 
 Are  So  Attractive  

Do  you  wonder  why  it  is  so  hard  to  sell  American  consumer 
goods  in  Japan?  One  major  reason  is  the  existence  of 
companies  like  Shiseido,  which  keeps  Japanese  ladies  so  happy  with 
cosmetics  that  your  Revlons  and  Avons  don't  have  much  of  a  chance. 


By  LAWRENCE  M1NARD 

The  relationship  between  the  sexes, 
like  many  things  Japanese,  is  inscrutable 
to  the  Western  visitor.  Sitting  in  a  Tokyo 
park  or  lobby  watching  the  beautiful, 
beguilingly  shy  women  pass  by,  the 
Westerner  cannot  help  but  think  carnal 
thoughts.  But  his  Japanese  counterparts 
keep  their  eyes  glued  to  the  sports 
pages,  study  their  fingernails  or  stare  at 
the  ground.  For  them  the  beauties  might 
as  well  not  exist. 

Dapper,  Kojak-looking  Nabukazu  Fu- 
kuhara  is  different.  He  keenly  tracks  Jap- 
anese women.  Of  course  the  interest  is 
mainly  professional:  Fukuhara,  65,  is 
chairman  of  Shiseido  Co.,  Ltd.,  the  bil- 
lion-dollar-plus cosmetics-and-toiletries 
firm  begun  over  a  century  ago  by  his 
grandfather  Yushin  Fukuhara.  The  park 
beauties  owe  some  of  their  charm  to 
Fukuhara:  Fukuhara  owes  his  company's 
phenomenal  success  to  them. 

Shiseido  is  Japan's  Revlon.  But  don't 
stretch  the  analogy  too  far.  "We  are  dif- 
ferent in  many  ways  from  Revlon,  '  Fu- 
kuhara recently  told  Forbes  at  Shisei- 
do s    plush    gray-and-beige  corporate 


headquarters  in  Tokyo's  ritzy  Ginza  dis- 
trict. "We  concentrate  almost  entirely  on 
the  Japanese  market,  and  our  lifetime 
employment  system  means  there  is  no 
job-hopping  as  you  have  at  Revlon. 

"No,  I  am  not  like  your  Mr.  Revson.  I 
am  a  chemist  by  training  [Ph.D.,  Duke, 
1935]  and  at  heart.  I  would  always  rather 
be  in  my  laboratories." 

Be  that  as  it  may,  Shiseido  is  nearly  as 
big  as  Revlon  (see  p.  43).  At  the  end  of 
World  War  II  (during  which  Fukuhara 
spent  an  uneasy  year  in  a  California  in- 
ternment camp),  the  company  had  zero. 
This  year  it  should  net  around  $43.5 
million  on  sales  of  $1.2  billion.  If  you 
factor  out  Revlon  s  noncosmetics  busi- 
nesses, Shiseido  is  actually  larger.  It 
earns  only  about  13%  on  stockholders' 
equity,  no  great  shakes  in  a  business 
where  production  costs  are  almost  trivial 
compared  to  product  prices.  But  Shi- 
seido has  only  $11  million  in  debt — a 
debt-to-equity  ratio  of  0.03  vs.  0.4%  for 
Revlon.  In  dollar  terms  the  stock,  14% 
foreign-owned,  has  more  than  doubled 
since  1973.  Even  so,  it  appears  cheap:  In 
Tokyo's  23-times-earnings  market,  Shi- 
seido sells  for  less  than  15  times  this 


year's  consolidated  earnings  as  estimated 
by  analysts  at  Japan's  huge,  highly  re- 
garded Nomura  Securities  Co. 

Shiseido  is  no  mere  carbon  copy  of 
Revlon  or  Avon  Products  or  Este'e 
Lauder.  There  is  much  about  it  that  is 
quintessentially  Japanese.  Tour  Shiseido 
Parlor,  the  company's  Ginza  headquar- 
ters building  and  its  adjacent  sister 
building.  They  house  two  elegant  West- 
ern-style restaurants,  similar  in  status- 
generating  purpose  to  the  American- 
style  soda  fountain  Fukuhara's  ancestors 
opened  in  1902.  There  is  an  art  gallery, 
a  flashy  beauty  salon  and  imported 
clothes  boutiques  (men's  topcoats  at 
$500  a  copy,  ladies'  bags  at  $200).  And, 
of  course,  tasteful  counters  of  the  com- 
pany's bread-winning  cosmetics,  soaps, 
shampoos.  Even  today  few  Japanese 
women-  can  afford  Italian  bags  and 
French  scarves.  But  they  can  and  do 
shell  out  over  $20  for  Shiseido  s  Feme- 
divine  makeup  and  another  $15  for  Be- 
ne'fique  face  powder.  They  associate 
these  products  with  the  too-highly 
priced  merchandise. 

Shiseido  Parlor  is  profitable  but,  more 
important,  it  helps  create  and  sustain  the 
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^TENNECO 

Take  8  major  companies 
that  serve  America's  basic  needs. 
Fit  them  all  together  and  what  do  you  have? 

Tenneco. 


Here's  why  Tenneco's  8  highly  diversified 
businesses  fit  together  so  well:  each 
operates  independently,  so  there's  plenty  of 
room  for  initiative  in  serving  their  basic 
markets.  At  the  same  time  investment  plans 
are  developed  from  an  overall  point  of  view, 
with  particular  emphasis  on  national  priori- 
ties like  energy.  Look  at  some  of  the  results: 

1 Tenneco  Oil.  We've  been  doing  one  of 
the  most  important  jobs  in  this  country- 
finding  new  energy  within  this  country.  We're 
drilling  onshore  and  off  in  our  search  for  oil 
and  gas  reserves. 

2 J  I  Case.  There  are  always  homes  to  be 
built.  Thus,  there  is  a  continuing  need  for 
our  Case  backhoe/loaders,  plus  associated 
lines  of  construction  equipment  from  Davis 
and  Drott.  There  are  always  mouths  to  be 
fed,  thus  a  continuing  need  for  Case  agricul- 
tural tractors. 

3 Packaging  Corporation  of  America.  We're 
doing  everything  from  investing  in  new 
timberlands,  in  reforestation,  to  recycling  old 
newspapers  to  be  sure  we  never  run  out  of 
wood  pulp.  All  for  the  indispensable  cartons 
and  corrugated  containers  that  carry  a  sig- 
nificant part  of  America's  GNP  to  market. 

4 Tenneco  West.  You  can  improve  break- 
fast with  the  premium  Sun  Giant"  brand 
of  fresh  fruits.  You  can  improve  dinner  with 
Sun  Giant  fresh  vegetables.  You  can  even 


improve  the  kid's  snack  time  with  Sun  Giant 
raisins,  dates  and  almonds. 

5 Newport  News  Industrial.  A  division  of 
Newport  News  Shipyard.  This  is  where 
Tenneco  turns  seapower  into  candlepower. 
In  developing  the  nuclear  technology  for 
ships,  we  also  learned  how  to  supply  compo- 
nents and  services  for  nuclear  power  sta- 
tions that  help  keep  your  lights  burning. 

6 Tenneco  Automotive.  Tenneco  compa- 
nies make  auto  parts  that  get  rough  use, 
like  exhaust  systems,  catalytic  converters, 
filters  and  shock  absorbers.  Quality  is  a  must 
and  our  Walker  Manufacturing  and  Monroe 
Auto  Equipment  supply  it. 

7 Tenneco  Chemicals.  Tenneco  is  literally 
painting  the  town  red,  blue,  green  and 
yellow.  We're  the  country's  leading  manufac- 
turer of  colorants  and  additives  for  paint. 

8 Tennessee  Gas  Transmission.  We're  drill- 
ing for  natural  gas  far  north  of  the  Arctic 
Circle  in  Canada.  If  enough  can  be  found, 
our  plan  would  be  to  pipeline  it  down  to  the 
U.S.  This  is  one  of  the  many  projects 
designed  to  supply  our  1  6,000-mile  pipeline 
system  and  its  customers  in  the  Northeast 
and  Midwest. 

For  more  information  about  the  diversified 
company  that  fits  together  so  well, 
write  to  Dept.  D-3,  Tenneco  Inc.,  Houston, 
Texas  77001 . 


lenneco 


image  of  excellence  that  Shi- 
seido  needs.  Japanese  women 
love  it.  They  love  it  so  much 
that  Shiseido  has  been  able  to 
organize  some  10  million  of 
them1 — nearly  one-sixth  ot  Ja- 
pan's female  population — into 
its  Camellia  (Shiseido's  corpo- 
rate symbol)  Fan  Club,  a 
highly  effective  marketing 
gimmick.  (Also  a  political 
gimmick:  Until  recently  the 
Camellia  Fan  Club  would 
support  candidates.  The  prac- 
tice has  been  dropped.)  Ev- 
ery month  Shiseido  puts  out 
Hdhatsubaki  (Camellia),  a  20- 
odd-page  glossy  magazine 
that  carries  everything  from 
beauty  tips  and  international  fashion 
news  to,  yes,  promotion  of  Shiseido 
products.  Hanatsubdki  is  distributed  to 
nearly  all  Camellia  Fan  Club  members; 
they  become  all  that  much  more  tied 
into  the  Shiseido  network.  The  fan  club 
rosters  also  provide  the  base  for  Shisei- 
do's "home  parties,"  which  combine 
Tupperware -party  and  Avon-lady  strate- 
gies into  a  very  personalized  Shiseido 
sales  pitch. 

Such  personalized  treatment  is  crucial 
in  a  country  where  few  women  work  and 
most  women  spend  long,  lonely  hours  at 
home.  And  in  Japan  it  is  women  who 
control  the  purse  strings. 

"The  fan  club  idea  is  very  popular 
here,  but  hard  for  Westerners  to  under- 
stand, smiles  Fukuhara.  "We  have  one, 
Kanebo  [Shiseido's  prime  competitor] 
has  one,  but  Revlon  does  not  have  one. 
This,  he  hints,  is  one  reason  why  Revlon, 
which  has  less  than  2%  of  the  market, 
has  yet  to  do  particularly  well  in  Japan. 
The  fan  club  is  also  one  reason  why 
Shiseido  spends  only  around  4%  of  its 
sales  on  media  advertising,  as  against 
some  9%  for  Revlon. 

And  yet,  even  as  Revlon's  world  is 
changing,  so  is  Shiseido  s.  Since  the  ear- 
ly 1920s  Shiseido  has  depended  upon 
franchise  stores  to  market  virtually  all  its 
cosmetics  lines.  (Toiletries  products, 
which  come  to  11%  of  sales,  are  sold 
through  supermarkets  and  drugstores.) 
Currently  there  are  around  20,000  Shi- 
seido franchises  scattered  throughout  Ja- 
pan. Virtually  all  of  these  arc  tiny  mom- 
and-pop  operations,  part  of  the  over  1.5 
million  little  retail  outlets  through  which 
move  over  75%  of  Japan's  retail  com- 
merce. Obviously  this  is  a  labor-inten- 
sive system  that  requires  high  retail 
prices  to  pay  all  the  labor. 

Until  recently  high  prices  were  no 
problem  for  Shiseido.  Japan's  cosmetics 
industry  Retail  Price  Maintenance  Sys- 
tem proscribed  price-cutting  by  the  big 
department  stores  and  particularly  the 
aggressive  discount  chains.  But  in  1972 
consumer  advocates  and  $3.9-billion- 
sales   Dai'ei,   Japans   largest  discount 


Shampoo:  Shiseido  sells  it  and  stylish  Western  cuts,  too 


chain,  raised  hell  over  the  price-fixing. 
Japan's  Fair  Trade  Commission  agreed 
with  the  dissidents:  No  more  fixing,  it 
decreed. 

This  threw  Shiseido  into  a  panic.  What 
would  price-cutting  do  to  its  network  of 
mom-and-pop  franchises  on  whom  half  a 
century  of  personal-touch  business  had 
been  built? 

Shiseido  and  the  little  stores  com- 
plained so  loudly  that  a  compromise  was 
reached:  Shiseido  would  produce  a  spe- 
cial line  for  Dai'ei  to  be  sold  under  both 
companies'  names.  On  any  purely  Shi- 
seido product  priced  at  over  1,000  yen, 
prices  can  still  be  fixed.  But  this  is 
doubtless  an  interim  solution.  As  such 
aggressive,  highly  successful  discounters 
as  Ito-Yokado  (Forbes,  Apr.  17,  1978) 
further  enclose  the  tiny  stores,  price- 
cutting  pressures  will  heat  up. 

Moreover,  Shiseido  is  facing  serious 
competition.  Osaka-based  Kanebo  (sales: 
$1.5  billion)  has  been  diversifying  out  of 
money-losing   textiles    into  cosmetics. 


Family  Men:  Nabukazu  Fukuhara  is 
the  third  Fukuhara  to  head  Shiseido. 
A  fourth  is  on  his  way. 


Unlike  old-line  Shiseido, 
Kanebo  is  not  wedded  to  the 
archaic  distribution  system;  it 
has  gone  aggressively  after 
the  department-  and  dis- 
count-store shoppers. 

Result:  Kanebo  now  has 
some  15%  of  Japan's  cosmet- 
ics market,  up  from  nothing 
in  the  early  1960s.  Shiseido 
has  lost  a  bit;  it  now  has  32% 
of  the  market.  Says  Fukuhaia 
sadly:  "Yes,  Kanebo  is  defi- 
nitely cutting  into  our  field." 

Then  there  are  all  the  pri- 
vate label  houses.  Says  a 
young  Japanese  woman  jour- 
nalist: "I  never  buy  Shiseido 
or  Kanebo  products  because  I 
can  get  whatever  I  need  for  500  yen  or 
less  from  the  private  label  producers. 
And  all  my  educated  women  friends  are 
doing  the  same."  She  does  not,  however, 
believe  this  poses  an  immediate,  massive 
threat  to  Shiseido:  "There  are  more  than 
enough  uneducated  girls  around  to  keep 
[Shiseido]  happy." 

Pressed  at  home,  Shiseido  might  be 
expected  to  expand  abroad.  After  all, 
less  than  5%  of  its  sales  come  from 
overseas — plenty  of  room  for  expansion 
there.  Easier  said  than  done,  however. 
The  company  entered  the  U.S.  market 
in  1965.  The  move  fizzled  to  the  point 
where  Shiseido  sells  maybe  $8-million 
worth  of  goods  here  today.  "We  could 
sell  more  in  the  U.S.,"  says  Fukuhara. 
"But  we  have  pulled  back.  We  had  only 
two  storerooms,  in  Los  Angeles  and 
New  York,  but  we  were  selling  in  Mi- 
ami, Chicago,  Houston,  all  over.  The 
distribution  and  transportation  costs 
were  killing  us!"  He  adds  that  he  would 
like  to  try  again  in  the  U.S.,  but  pro- 
duction-minded as  he  is,  he  wants  to 
own  his  own  factories.  And  even  then  it 
would  be  difficult  to  produce  Japan- 
quality  products.  Why?  "Our  formulas 
are  made  for  Japanese  machines  and 
power  output.  Even  if  we  import  our 
machines,  how  can  we  adapt  them  to 
U.S.  power  specifications?" 

Is  Shiseido's  future  bleak?  Probably 
not.  Remember:  In  its  106  years,  Shi- 
seido has  been  razed  by  an  earthquake 
and  a  war.  It  has  sprung  back  more 
prosperous  than  ever.  Japanese  busi- 
nessmen are  both  patient  and  resilient. 
Yuichi  Fukuhara,  Nabukazu's  30-year- 
old,  Lehigh  University-educated  son,  is 
now  learning  the  ropes  on  Shiseido's  To- 
kyo sales  force.  Forbes  asked  if  Yuichi 
will  become  the  fourth  Fukuhara  family 
man  to  head  the  company.  Nabukazu 
smiled  shyly,  and  would  only  say:  "I  am  a 
man  who  enjoys  and  respects  traditions 
and  customs." 

Which  is  a  very  Japanese  way  of  say- 
ing: Shiseido  expects  to  be  around  for  a 
long  time — and  under  continued  family 
leadership.  ■ 
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"YOU'VE  GOT  MY  GUARANTEE^ 

THAT  WEST  VIRGINIA  IS 
EVERYTHING  WE  SAY  IT  IS." 

The  package  we  put  together  for  the  serious  investor  has 
ay  Rockefeller's  personal  approval  or  it  never  gets  out  the  door. 


nybody  who  makes  a  promise  like  this  is  serious 
Dout  doing  business.  And  confident  that  West 
rginia  can  deliver  what  you're  looking  for:  the 
3 ht  situation  for  a  capital  investment.  Take  energy, 
'e're  sitting  on  400  more  years  worth  of  coal, 
ther  investors.  Last  year  alone  industry  and  busi- 
3ss  put  $1 .5  billion  more  into  our  state.  Quality  of 
e.  The  lowest  crime  rate  in  the  U.S.  says  it  better 
an  anything.  Find  out  all  the  facts  by  sending  in 
e  coupon.  We  promise  you  that  someone  who 
lows  the  ropes  will  act  on  it. 


□  Yes,  I'd  like  to  see  a  summary  of  the  facts. 

□  I  would  like  a  detailed  proposal  for  bottom  line  profits 

□  Have  one  of  your  professionals  give  me  a  call  at  


I  0868 


rnmnanu   .  .  

Zip  _. 

Don  Moyer,  Governor's  Office,  Charleston,  WV  25305 

State  of  West  Virginia 


Norton's  Grinding  It  Out  Again 


When  the  founding  families  lost  their  way,  the  first  boss  who  wasn't  a 
relative  got  the  abrasives  maker  out  of  wrong  businesses  into  right  ones. 


Robert  Cushman  was  up  against  tre- 
mendous odds  when  he  became  presi- 
dent and  chief  executive  of  floundering 
Norton  Co.  in  1971.  Here  he  was  the 
first  nonmember  of  the  seven  founding 
families  of  the  86-year-old  abrasives 
manufacturer  ever  to  hold  the  top  job. 
Relinquishing  management  to  Cushman 
was  a  big  concession — an  admission  of 
failure  by  the  descendants  of  the 
founders  whose  futile  attempts  to 
strengthen  Norton  only  worsened  its 
highly  cyclical  sale  and  profits. 

Growth  in  the  abrasives  market — 70% 
of  the  company's  sales  and  85%  of  its 
profits  in  1971 — had  long  since  slowed 
down  to  a  rate  of  3%  annually  after  bur- 
geoning through  the  Forties  and  Fifties. 
Hoping  to  exploit  new  growth  opportu- 
nities, Norton's  management  plunged 
the  company  headlong  into  a  string  of 
disastrous  acquisitions  in  the  Sixties. 
Among  them:  National  Research  Corp., 
a  high-technology  manufacturer  and 
Clipper  Manufacturing,  Inc.,  both  of 
which  have  since  been  liquidated.  Di- 
versification bled  cash.  And  Norton's  re- 
turn on  equity,  a  modest  10%  in  the 
early  Sixties,  fell  to  5%  by  1970;  profits 
were  3%  of  sales. 

Things  looked  so  bad  that  John  Jepp- 
son,  a  grandson  of  one  of  the  founders, 
stepped  aside  after  only  four  years  as 
chief  executive  to  make  way  for  Cush- 
man. Under  those  circumstances,  even 
modest  success  would  have  been  an  ac- 
complishment. But  Cushman  s  achieve- 
ment was  far  better  than  that. 

Through  shrewd  and  innovative  man- 
agement and  by  sheer  willpower  he  has 
since  brought  off  a  classic  turnaround. 
Sales  went  from  $350  million  in  1971  to 
S850  million  in  1977  and  were  up  10%  in 
the  first  quarter  of  1978.  Return  on  equi- 
ty has  climbed  to  more  than  12%,  and 
per-share  earnings  have  gone  from  $2  to 
$5.  Profits  now  are  5%  on  sales.  And  the 
company  is  less  vulnerable  to  swings  of 
the  abrasives  business,  now  only  60%  of 
sales  and  profits. 

"We  were  managing  Norton  piece  by 
piece,  and  management  didn't  see  the 
relationships  among  the  various  divisions 
and  didn't  have  the  company  under  con- 
trol," says  the  62-year-old  Cushman,  a 
soft-spoken  but  determined  man. 

The  first  move  for  Cushman  was  a  full- 


scale  reorganization  of  the  company,  as- 
signing a  manager  to  each  of  its  nine 
major  product  lines  instead  of  having 
regional  managers  around  the  world 
market  the  same  product  differently.  He 
also  got  rid  of  the  dogs  and  acquired 
businesses  compatible  with  abrasives  but 
in  faster-growing  markets.  In  the  seven 
years  since  he  took  over,  Cushman  has 


Cushman  Of  Norton:  It's  one  thing  to 
engineer  a  turnaround,  he  has  learned, 
and  another  to  get  someone  to  notice. 


sold  off  14  of  Norton's  divisions  and  ac- 
quired 26  others,  the  biggest  of  which 
was  last  year's  $100-million  deal  for 
Christensen,  Inc.,  the  world's  largest 
manufacturer  of  diamond  drill  bits  for  oil 
exploration  and  mining.  Today  nearly 
30%  of  Norton's  earnings  come  from 
businesses  Cushman  added  since  1971. 

Five  years  out  of  Dartmouth,  Cush- 
man joined  the  company's  sales  training 
program  in  1944.  After  selling  grinding 
wheels  for  12  years  in  Syracuse,  N.Y. 
and  California,  he  returned  to  the 
Worcester,    Mass.    headquarters,  and 


worked  his  way  up  from  assistant  sales 
manager  to  vice  president  and  general 
manager  of  abrasives  in  1961. 

To  meet  his  goals  for  the  company  of  a 
10%  annual  earnings  growth  and  a  15% 
return  on  equity,  Cushman  will  continue 
to  expand  Norton's  existing  businesses 
with  acquisitions.  But  he  has  no  inten- 
tion of  repeating  the  mistakes  of  his  pre- 
decessors. His  criterion:  an  acquisition 
candidate  must  be  a  major  contender  in  a 
fast-growing  market.  Meanwhile,  abra- 
sives will  generate  the  cash  needed  to 
finance  higher  growth  operations. 

Sales  of  the  Christensen  division  are 
expected  to  grow  at  around  107c .  Its 
aftertax  margin  of  8%  on  sales  is  almost 
double  that  of  Norton;  return  on  equity 
has  been  running  at  a  hefty  24%. 

Cushman  created  another  promising 
growth  area  by  acquiring  12  privately 
owned  companies  in  the  safety-products 
business.  Though  this  group  has  annual 
sales  of  only  $55  million  in  such  products 
as  hard  hats,  safety  glasses  and  respira- 
tors, growth  of  the  business  is  virtually 
guaranteed  by  its  use  of  Norton's  net- 
work of  500  industrial  supply  distributors 
in  the  U.S.  and  Canada.  Other  Norton 
diversified  products  had  total  sales  last 
year  of  $200  million. 

Despite  Cushman's  emphasis  on  new 
growth,  he  is  determined  to  maintain 
Norton's  leadership  in  abrasives,  now  a 
25%  share  of  the  S2.4-billion  world  mar- 
ket. To  hold  its  lead  over  Carborundum 
Co. — a  subsidiary  of  Kennecott  Copper 
Corp. — which  has  about  13%  of  the  mar- 
ket, the  company  is  plowing  $6  million  of 
its  SlO-million  research  and  develop- 
ment budget  into  abrasives. 

Norton  went  public  in  1962.  though 
60%  of  the  stock  is  owned  by  insiders  and 
family.  To  jazz  up  its  stodgy  image,  the 
company  sponsored  a  race  car  at  last 
month's  Indianapolis  500.  (The  car  fin- 
ished second.)  Though  Norton  has  made 
impressive  strides  since  1971,  its  stock  is 
selling  little  higher  than  its  book  value  of 
$42.  And  its  price/earnings  ratio  stands  at 
only  8,  compared  with  over  15  in  1971. 

Cushman  believes  that  Wall  Street 
eventually  will  recognize  Norton's  ac- 
complishments. Meanwhile  he  says: 
"We  are  always  looking  for  companies 
that  can  expand  the  base  of  businesses 
we  are  already  in.  ■ 
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Summertime  block  party  on 
Manhattan's  West  69th  Street: 

They  don't  read  about  it  in  Des 
Moines  or  Tucson. 


New  York,  New  York 

It  may  be  broke  and  plagued  with  potholes, 
crime  and  grasping  labor  unions,  but  anyone  who  thinks 
New  York  City  is  dying  hasn't  walked  around  and  looked  at  it  lately. 


By  HAROLD  SENEKER 

Facts  of  life  in  New  York  that  prob- 
ably won't  come  up  at  the  Proxmire 
hearings  on  New  York  City's  money 
troubles: 

Midnight  in  the  atrium  of  the  brand- 
new  Citicorp  Center  on  Manhattan's 
fashionable  East  Side,  a  monumental  in- 
door space  lighted  by  simulated  daylight 
and  planted  with  live,  full-grown  trees. 
At  least  half  a  dozen  new  restaurants  are 
open  inside  it,  all  of  them  busy.  Sleek, 
well-groomed  couples  stroll  among  the 
trees  or  past  shop  windows,  then  casual- 
ly onto  the  nearly  empty  streets  nearby, 
as  ii  it  were  daytime. 

Mikell's,  over  on  the  unfashionable 
Upper  West  Side,  a  cheap-looking  jazz 
joint  that's  not  cheap  at  all  in  a  neighbor- 
hood that  is  half  high-rise  apartments, 
half  boarded-up  tenements  and  weed- 
filled  vacant  lots.  At  1  a.m.  the  place  is 
full.  The  crowd  is  lively,  casual,  pre- 
dominantly uptown  and  black.  The  up- 
towners  are  joined  by  a  mostly  white, 


unapprehensive  crowd  from  midtown 
and  it  is  easy  to  tell  the  two  apart:  The 
black  crowd  is  more  expensively 
dressed. 

Not  very  far  away,  a  journalist  ven- 
tures a  couple  of  hundred  yards  into 
dark,  shadowy  Central  Park  one  warm 
summer  night,  feeling  far  more  brave 
than  wise.  He  is  bewildered  by  what  he 
finds  in  the  tree-lined  fringe:  only  a  few 
joggers,  some  people  walking  dogs,  a 
couple  holding  hands. 

So  where  are  the  fires  and  looting,  the 
nightmare  mugger,  the  chaos  and  pover- 
ty of  Wasteland  New  York?  They  exist. 
The  vast,  empty  South  Bronx  moonscape 
is  still  out  there,  where  abandoned 
buildings  burn  in  the  silence  and  there  is 
no  one  left  to  watch.  So  is  the  usual  big- 
city  crime:  Rape — or  at  least  reported 
rape — was  up  last  year  in  New  York, 
following  the  trend  across  the  country. 
But  most  other  serious  crime  was  down. 

For  nowadays  something  else  clearly 
exists,  too:  a  new  mood  of  stability  and 
optimism  that  hasn't  been  seen  in  years. 


Underlying  it  are  the  clear  signs  of  new 
growth  all  over  Manhattan.  Midtown,  in 
fact,  is  enjoying  a  boom. 

There  have  always  been  two,  coexist- 
ing, New  York  Cities.  One  was  the  im- 
migrant, blue-collar  city,  the  sweatshop 
city,  the  melting  pot  you  came  to  with 
only  two  hands  and  hope;  the  other  was 
the  affluent  New  York,  the  mecca  for 
people  with  an  edge  who  wanted  to 
Make  It  Big.  It  is  the  first  that  is  dying, 
the  second  that  is  enjoying  the  new 
bloom  of  revival. 

Consider.  Since  1950,  New  York  has 
lost  at  least  half  a  million  manufacturing 
jobs.  That  is  more  manufacturing  jobs 
than  there  are  jobs  of  any  description  in 
Indianapolis.  About  as  many  jobs  as 
there  are  people  in  St.  Louis.  Count  in 
other  thousands  of  jobs  lost  on  the  docks, 
in  the  trades.  These  are  the  jobs  most 
available  to  the  untrained  immigrant. 
And  behind  each  job,  or  two  jobs,  count 
a  family.  The  two  postwar  waves  of  im- 
migration, the  blacks  and  the  Puerto  Ri- 
cans  and  other  Caribbeans,  found  that 
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A  case  history 
in  advertising  effectiveness. 

The  Seagram 
Distillers  Company. 


Few  industries  can  exist  in  a  free  economy  without 
strong  brands.  Brand  names  set  the  standards  of  quality 
and  provide  consumers  with  a  yardstick  for  intelligent 
shopping  decisions.  Most  of  all,  national  brands  give 
insurance  that  the  character  of  the  brand  will  remain 
the  same  whenever  and  wherever  purchased. 

Active  consumer  interest  created  by  national 
advertising  for  national  brands  can  also  stimulate  an 
entire  industry. 

Those  were  the  tenets  which  guided  the  Seagram 
Distillers  Company  in  their  decision  to  substantially 
increase  their  investment  in  advertising  beginning 
August  1977. 

Magazines  were  given  the  primary  media  assign- 
ment. Frank  S.  Berger,  Seagram  Distillers  Company 
president,  outlined  some  of  the  reasons  why: 

•  Magazines  provide  truly  national  coverage  for  truly 
national  brands. 

•  Magazines  segment  markets  to  conform  to  the  demo- 
graphic profiles  of  the  consumer  for  each  of  our 
brands.  And  they  do  this  both  nationally  and  locally. 

•  Magazines  provide  the  color  and  lend  the  prestige 
necessary  to  our  presentation. 

•  And  magazines  provide  an  almost  infinite  variety 
of  editorial  environment  from  which  to  choose  those 
most  compatible. 

For  the  period  August  77-February  78  liquor  sales 
were  up  2.6%  as  compared  to  an  approximate  1% 
increase  for  the  previous  comparable  period.  And  in 
mid-March  1978,  Seagram  released  sales  increases  on 
their  own  brands  involved  in  the  program. 

Seagram's  Extra  Dry  Gin  up  30% 

Seagram's  7  Crown  up  4 % 

Seagram's  V.O.  up  10% 

Crown  Royal  up  24% 

Myers's  Jamaica  Rum  up  30% 

The  Glenlivet  Scotch*  up  50% 

The  power  of  advertising  and  of  magazines  had  been 
thoroughly  tested  and  thoroughly  proved. 

'Also  supported  by  a  newspaper  supplement. 


Frank  S.  Berger,  right,  president,  The  House  of  Seagram,  was  pre- 
sented with  the  Magazine  Publishers  Association's  first  Magazine  Ad- 
vertising Effectiveness  Award  by  Robert  C.  Gardner,  the  Association's 
senior  vice  president.  The  award  was  made  "in  recognition  of  Seagram's 
leadership  and  marketing  statesmanship  in  the  use  of  magazines  as 
the  dominant  medium  to  achieve  sales  and  marketing  objectives." 


Magazine  Publishers  Association,  Inc. 
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such  jobs  were  leaving  town  and  welfare 
was  taking  their  place.  Now  blacks  and 
Puerto  Ricans  who  have  not  made  the 
difficult  jump  over  into  the  city's  middle 
class  are  starting  to  drift  out  after  the 
opportunities,  or  go  back  home.  It  is 
their  neighborhoods  where  the  depopu- 
lated moonscapes  appear. 

But  you'd  never  know  all  this  in  mid- 
town,  or  in  the  other  precincts  of  the 


Economist  Herbert  Bienstock 

Bullish  on  New  York  since  1976. 


well  paid.  The  restaurants  and  discos  are 
full,  their  patrons  waited  on  by  as  many 
would-be  marquee  idols  as  ever.  The 
theaters  on  and  near  Broadway  that  both 
diner  and  waiter-actor  seek  out  are  fes- 
tooned with  lines  of  people;  the  Fabu- 
lous Invalid  is  having  its  best  year  ever, 
up  11%  to  a  record  box  office  of  $103.8 
million  on  top  of  a  32%  gain  last  year. 

Part  of  all  this  is  the  tide  of  tourists, 
who  discovered  New  York  again  during 
the  Bicentennial  celebration  and  now 
jam  the  hotels  (make  reservations  several 
weeks  in  advance,  please),  brandishing 
money.  But  much  of  it  is  the  natives,  also 
brandishing  money. 

The  vast  glut  of  empty  office  space  that 
once  loomed  so  menacingly  after  the  big 
building  boom  of  the  1960s  and  early 
1970s,  and  started  shrinking  noticeably 
over  a  year  ago  (Forbes,  Feb.  15,  1977), 
has  largely  disappeared  in  midtown.  The 
empty  space  has  mostly  been  taken  by 
expansion-minded  law  firms,  accounting 
firms,  ad  agencies  and  the  like,  and  by 
the  growing  headquarters  of  their  many 
corporate  clients  who  have  elected  to 
stay  in  the  city  (including  115  of  the 
Forbes  500s). 

They  commonly  pay  rentals  of  $14  to 
$16  a  square  foot  for  good  space — the  top 
of  the  market  being  $25— to  house  lots  of 
expensive  talent. 


And  there  is  a  rush  of  rich  foreigners, 
fleeing  socialism  and  terrorism  back 
home,  to  this  cosmopolitan  American 
city  where  they  can  feel  safe  and  be  as 
sybaritic  as  they  please. 

So  it's  no  accident  that,  of  the  5,817 
net  housing  units  New  York  City  gained 
over  units  lost  last  year,  5,919  were  in 
affluent  Manhattan,  even  after  netting 
out  hundreds  of  units  swallowed  by 
Manhattan's  developing  moonscape  in 
Harlem.  The  market  for  good,  and  espe- 
cially for  better-than-good,  apartments  is 
almost  impossibly  tight — $450  a  month 
and  up  for  a  one-bedroom  apartment. 

It  is  clearly  time  for  another  construc- 
tion surge.  There  is  Harry  Helmsley's 
new  Palace  Hotel  and  the  American 
Telephone  &  Telegraph  building. 
They'll  cost  $75  million  and  $110  million, 
respectively.  Then  the  likely  new  Philip 
Morris  building,  maybe  $30  million. 
Renovation  of  the  old  Abercrombie  & 
Fitch  building:  $14  million. 

A  $50-million  hotel  at  the  World 
Trade  Center  downtown  and  the  big 
American  Broadcasting  Co.  addition  up- 
town. The  old  Commodore  Hotel  will 
become  a  Hyatt  Regency  for  a  cool  $100 
million.  And  at  least  14  others  are  in  the 
works.  Add  it  all  up  and  you  get  an 
estimated  total  construction  investment 
well  above  $1  billion. 

Over  at  Cushman  &  Wakefield,  one  of 
the  town's  biggest  commercial  brokers, 
its  ever-ebullient  President  Jim  Peters 
returns  from  lunch  at  L  Aiglon,  stopping 
every  block  or  so  to  chat  with  friends  or 
acquaintances  he  bumps  into  on  the 
crowded  sidewalks  as  if  he  were  in  a 
small  town  where  everybody  knows  ev- 
erybody. He  is  an  optimist  these  days. 

"There  are  a  number  of  developers 


Renovated  brownstone  on  West  88th 

Bare  walls  need  not  a  tenement  make. 


around  town,  '  he  confides  between 
bouts  of  backslapping,  "that  are  quietly 
trying  to  line  up  major  tenants  so  they 
can  justify  new  buildings  themselves. 
Nobody'll  build  on  spec  anymore,  see, 
but  they  definitely  want  to  build."  The 
big  obstacle  is  not  really  tenants  but 


assembling  a  location,  which  is  why  the 
Citicorp  Center  took  a  decade  to  put  up. 
The  construction  money,  budgeted  or 
proposed,  is  mostly  headed  into  still 
more  office  space  (well  over  6  million 
square  feet  in  the  works),  a  wave  of  at 
least  five  big  hotels,  and  here  and  there 
luxury  apartments. 

All  this  is  quite  a  change  from  1975, 
when  New  York  was  besieged  by  every 
economic  calamity  that  might  conceiv- 
ably descend  upon  a  city,  except  sinking, 
like  Atlantis,  into  the  sea.  There  was  no 
hope  visible:  The  generation-long  flow  of 


Bert  French,  at  South  Street  Seaport 

He  sees  Wall  Street  real  estate  upturn. 


jobs  and  the  white  middle  class  out  of  the 
city  was  worse  than  ever;  so,  it  then 
seemed,  was  the  rush  of  the  welfare  class 
into  the  city  and  onto  the  dole;  so  was 
the  wave  of  big  corporate  departures  to 
suburb  or  Sunbelt,  leaving  business 
holes  no  one  thought  could  ever  be 
filled;  so  was  crime,  fed  by  the  recession; 
so  was  the  visible  and  repellent  deterio- 
ration of  municipal  services;  so  was  the 
unnerving  wholesale  destruction  of  the 
housing  stock.  And  to  top  it  off,  there 
was  the  exposure  of  the  city  govern- 
ment's gigantic  Ponzi  scheme  at  the  ex- 
pense of  the  municipal  bond  market  and 
the  resulting  virtual  bankruptcy,  still  la- 
boring toward  workout  today.  Exposure, 
too,  of  the  political  establishment  s  as- 
tonishing intellectual  sleaziness  that  star- 
tled and  fascinated  even  hardened  New 
Yorker-s.  who  thought  they  had  seen  ev- 
erything. Perhaps,  a  resident  thought  in 
those  days,  it  would  be  better  if  it  all  did 
sink  into  the  sea. 

But  the  city  government — thank  good- 
ness— is  not  the  city,  and  even  then 
some  people  saw  other  possibilities. 

For  instance,  Mme.  Regine,  creator 
and   proprietress   of  the  international 
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string  of  ultrachic  discotheque-restau- 
rants for  the  ultrarieh.  She  is  sitting  on  a 
sofa  how  in  her  gracious,  modern  apart- 
ment ten  floors  above  the  Park  Avenue 
Regine's;  it  is  6  p.m.  and  her  day  has 
begun.  "I  would  visit  New  York  two, 
sree  times  a  year,"  she  recalls,  of  the 
early  1970s,  while  arranging  her  flowing 
black  peignoir.  "Each  time  I  would  say, 
'Eet  is  not  zee  moment.'  Finally,  in  May 
of  1975,  I  say,  'Now  eet  is  zee  moment,' 
and  I  open  zee  club  zee  following  year. 

"All  my  friends  say,  'You  are  crazy, 
New  York  is  dead.'  But  I  say  to  zem,  a 
ceety  like  New  York  does  not  die.  Eet 
has  bad  times.  And  right  after  zee  worst 
time — zat  ees  zee  moment!''  She  sips 
delicately  at  a  Scotch  and  ice.  "Besides, 
zee  market  was  quiet,  and  I  thought  I 
could  make  good  deal.  " 

Farther  down  Park  Avenue  the  man- 
agement of  Philip  Morris,  Inc.  was  tak- 
ing a  hard  look,  too;  it  would  be  outgrow- 
ing its  headquarters  in  a  few  years.  "We 
ran  two  different  studies,"  says  Vice 
President  Russel  Freund,  who  was  deep- 
ly involved.  "One  looked  at  the  suburbs, 
one  mostly  at  Sunbelt  cities.  We 
checked  out  moving  to  Houston,  Atlan- 
ta, Orange  County  outside  L.A. — every 
conceivable  location  to  house  1,000- 
1.500  people. 

"Trouble  was,  we  couldn't  find  a  good 
business  reason  for  going  to  any  of  those 
places,  and  we  couldn't  find  good 
enough  personal  reasons,  either.  Income 
tax?  Unless  you're  over  $50,000  a  year, 
it's  a  tradeoff  with  the  suburban  property 
tax,  and  there  weren't  enough  people 


Citicorp  Center's  atrium 

New  midnight  cafe'  scene  for  Eastsiders. 


over  $50,000.  The  fiscal  crisis?  We  have 
worked  with  the  city  on  resolving  that 
and  we  think  New  York  will  pull 
through.  Economic  decline?  Sure,  jobs 
and  people  have  been  leaving,  but  ours 
is  a  headquarters  operation  and  we  look 
for  people  on  levels  above  blue-collar 
and  clerical.  We  find  them. 

And  we  ran  into  a  lot  of  disincentives. 
"Any  move  out  of  town,  even  to  the 
suburbs,  would  have  disrupted  most  of 


our  operation  and  its  people,  and  we 
didn't  want  to  pay  that  price.  Also,  our 
marketing  people  swayed  us  very  heav- 
ily. We're  heavily  marketing-oriented 
and  they  liked  the  vigor,  the  lifestyle 
here,  being  exposed  to  and  being  able  to 
visit  their  counterparts.  It's  kind  of  a 


Nighttime  in  SoHo 

Once  depressed  and  scary,  now  safe. 


capital  for  them,  so  they  really  wanted 
Manhattan." 

And  then  there  is  Herbert  Bienstock, 
as  Commissioner  of  Labor  Statistics,  the 
official  keeper  of  the  numbers  on  New 
York's  economy. 

A  plump,  bearded,  energetic  gnome 
of  a  man,  he  bustles  over  to  his  desk  and 
pulls  out  clippings  about  himself  cheer- 
fully predicting,  back  in  April  1976,  that 
the  1980s  would  see  "an  upsurge  as 
sharp  as  the  city's  postwar  decline  as  a 
manufacturing  center." 

"Look,"  he  says  eagerly.  "Look  at  the 
statistics.  The  long-term  decline  in  em- 
ployment has  leveled  out  for  the  first 
time."  He  leafs  rapidly  through  a  thick 
sheaf  of  tables  and  charts;  he  is  very 
much  at  home  with  these  figures.  "And 
the  employment  gain  in  the  suburbs  at 
the  expense  of  the  city  is  leveling  off. 
And  over  here."  He  jumps  to  another 
page.  "Look,  inflation  in  wages  is  slower 
here  than  in  other  major  cities;  they're 
starting  to  catch  up  with  us.  The  relative 
disadvantages  are  diminishing." 

He  digresses  a  bit  for  a  moment:  "My 
wife  and  I  used  to  like  Manhattan  on 
Sundays.  It  was  empty.  Now  it's  too  busy 
to  suit  me."  Back  to  business:  new  jobs. 
In  corporate  services — advertising,  legal 
services  and  the  rest — 3,500  new  jobs. 
And  2,200  in  banking  and  insurance;  de- 
partment stores,  700;  construction-relat- 
ed, 3,500. 

"And  a  big  cluster  in  the  general  area 
of  the  art,  culture  and  education  'indus- 
try,' if  you  will.  .  .  .  "  He  adds  up  4,400 
(not  counting  4,300  rehired  school- 
teachers and  administrators). 

There  is  even  a  surge  in  manufactur- 
ing jobs,  mostly  in  New  York's  women's 
apparel     industry.     While  Bienstock 


doesn't  have  a  completely  persuasive  ex- 
planation for  that  yet,  he  is  nonetheless 
clear  on  the  big  picture. 

"New  York  City  is  the  undisputed  cen- 
ter of  the  nation's  knowledge-oriented 
industries,"  he  concludes,  "and  this  at  a 
time  when  the  economy  is  evolving  from 
being  service-oriented  to  being  knowl- 
edge-oriented. 

"New  York  is  going  to  be  a  very  pleas- 
ant place  to  be  by  1985.  " 

Bienstock  has  more  and  more  com- 
pany as  an  optimist  these  days,  one  join- 
er being  the  exceedingly  cautious  econo- 
mist Citibank  selected  to  specialize  in 
the  city's  economy.  He  is  George  Ron- 
iger,  whose  Ph.D.  is  from  Columbia  and 
who  grew  up  in  the  tough,  ethnic  streets 
alongside  the  Brooklyn  Navy  Yard. 

"The  city  will  become  smaller  than  it 
is,"  he  is  willing  to  say.  "The  population 
has  been  shrinking  for  years  already.  So 
there  will  be  less  pressure  on  city  fi- 
nances— fewer  kids  in  the  schools  and 
probably  fewer  people  on  welfare.  [The 
number  is  already  down  from  the  peak  of 
1.2  million  to  under  930,000,  and  still 
dropping.]  There  is  evidence  of  out-mi- 
gration there  and  the  massive  inflows 
have  abated. 

"Manhattan  will  also  be  less  crowded. 
It  will  be  more  of  a  place  for  the  middle 
class  to  live,  less  of  a  place  to  work 
because  of  the  decline  in  manufacturing 
employment.   You're  beginning  to  see 


Mme.  Regine,  elegant  contrarian 

"After  worst  time — zat  ees  zee  moment." 


that  shift  now,  to  a  place  to  live  in,  with 
the  conversions  of  manufacturing  lofts 
into  residences. 

"I  think  Manhattan  will  recapture  the 
middle  class.' 

But  where  it  once  had  growing  pains, 
New  York  now  has  shrinking  pains.  Lis- 
ten to  Roger  Starr,  former  head  of  New 
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Brownstones  renovated  in  West  80s 

Sweat  and  savings  create  new  look. 


York's  Housing  c\  Development  Admin- 
istration and  now  on  the  editorial  hoard 
at  The  Neu  York  'limes:  "New  York  has 
the  economic  capacity  to  be  a  thriving 
city  of  5  million  [It  is  now  about  7.4 
million.  ]  New  York's  headquarters  func- 
tion can  hire  messenger  services  and  so 
forth,  but  it  can't  mesh  with  all  the  un- 
skilled bodies  we  have  available  here; 
they  simply  overwhelm  the  demand. 
The  city  cannot  possibly  sustain  the  same 
number  of  people  it  has  in  the  past  be- 
cause its  economic  function  has  changed. 
"Unfortunately,  our  present  municipal 


forth — in  the  emptied-out  areas. 

"The  shrinking  process  is  also  a  very 
important  federal  problem.  We  need  a 
national  policy  on  welfare,  job-training, 
support  in  the  event  of  unexpected  re- 
verses and  so  forth  that  would  encourage 
people  to  take  the  risk  of  giving  up  wel- 
fare, which  they  know,  for  the  uncertain- 
tics  of  moving  to  unknown  jobs  in  un- 
known places  elsewhere  in  the  country. 

"Politicians  don't  like  the  idea  of 
planned  shrinkage* — when  I  proposed  it 
I  had  my  head  handed  to  me,  I  was 
regarded  as  the  devil  incarnate — but 
policies,  however  well-meaning,  that  an- 
chor unemployed,  dependent  families  in 
their  present  corrosive  situation  are  in 
the  long  run  the  more  cruel  to  them." 

Meanwhile,  Affluent  New  York  finds 
opportunities  in  the  decay.  For  at  least 
20  years,  middle-class  "brownstoners 
have  been  putting  increasing  amounts  of 
individual  savings  and  sweat  equity  into 
restoring  the  city's  many  rundown  pre- 
World  War  I  townhouses  to  their  former 
Victorian  elegance.  By  now  an  estimated 
50,000  housing  units  have  been  rescued. 
Where  neighborhoods  of  them  achieve 
some  undefinable  "critical  mass,"  the 
streets  suddenly  blossom  with  neighbor- 
hood restaurants,  clever  boutiques  and 
antique  shops  opened  by  their  enterpris- 
ing tenants  or  neighbors.  The  process 
has  long  since  matured  into  fashionable 


Street  scene  on  Manhattan's  Columbus  Avenue  near  73rd  Street 

Renovation  pushing  uptown  and  west,  reclaiming  depressed  neighborhoods. 


overhead  is  based  on  an  8-miIlion-to-10- 
million-person  city.  Our  rail  transit  sys- 
tem is  ten  times  the  size  of  Chicago's,  for 
example.  If  we  drop  to  twice  Chicago's 
size,  that  becomes  way  too  big. 

"We  should  encourage  people  to  move 
into  denser  neighborhoods  out  of  near- 
vacuums  like  the  South  Bronx  so  we  can 
shut  down  costly,  unneeded  services — 
firemen,  police,  transportation  and  so 


districts  in  places  like  Brooklyn  s  Park 
Slope.  Nowadays  it  can  be  seen  to  per- 
fection working  its  way  up  the  West  Side 
on  Manhattan  s  Columbus  Avenue,  a 
sort  of  urban  blight  in  reverse.  And  still 
newer,  small  colonies  are  thriving  in 
such  unlikely  places  as  Brooklyn's  Bed- 
ford-Stuyvesant  (always  a  more  complex 
place  than  the  simple  ghetto  depicted  in 
the  press)  and  directly  across  the  Hud- 


son Biver  in  Hoboken,  N.J. 

Julien  Studley,  another  noted  real  es- 
tate broker  and  publisher  of  a  widely 
followed  commercial-space  survey,  is  ex- 
cited by  a  parallel  movement  in  middle- 
class  real  estate  frontiersmanship.  "A 
city  tax  break  has  tremendously  stimulat- 
ed the  conversion  of  Manhattan's  obso- 
lete industrial  loft  buildings  into  living 
quarters;  space  can  then  be  marketed  for 
affordable  rents.  Several  of  the  largest 
are  old,  moldering  buildings  in  the  finan- 
cial distric  t,  down  at  the  foot  oi  Manhat- 
tan (including  the  old  W.R.  Crace  build- 
ing, now  empty).  They  are  still  insignifi- 
cant compared  with  the  total  rental  space 
down  there,  but  they  could  be  the  next 
frontier  for  the  residentially  minded 
middle  class." 

Bertram  French's  office  looks  down  on 
the  open-air  South  Street  Seaport  Muse- 
um, a  collection  of  old  sailing  ships  that 
serves  as  an  attraction  in  the  financial 
district  on  weekends.  He  is  Cushman  & 
Wakefield  s  downtown  man. 


West  90s'  black  middle-class  hangout 

Making  it  across  to  Affluent  New  York. 


"There's  a  demand  for  that  kind  of 
living — walking  to  work,"  he  muses. 
"We  still  get  mostly  creative  types — 
writers  and  artists — but  there  are  a  few 
lawyers  now,  too.  And  it's  a  long  com- 
mute from  Connecticut,  especially  since 
the  condition  of  the  Lexington  Avenue 
subway  line  became  such  a  disgrace." 

The  pioneer  dwellers  in  the  financial 
district  find  curious,  winding  European 
streets  laid  out  in  Peter  Stuyvesant's  day; 
a  huge,  bustling  underground  shopping 
concourse  beneath  the  now  rapidly  fill- 
ing World  Trade  Center;  an  abundance 
of  green  park  space  and  restaurants;  and 
very  little  crime. 

They  and  their  fellows  around  Man- 
hattan have  a  future  to  think  about.  The 
Industrial  Age  is  behind  us,  the  Service 
Economy  is  already  at  full  flood  and  the 
new  Information  Society  is  almost  upon 
us.  And  New  York  is  the  service  and 
information  capital  of  the  world.  ■ 
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Darkness  Before  Dawn 


As  a  replacement  for  sugar,  high  fructose  corn  syrup  is 
in  a  big  slump.  But  in  the  long  run  it  probably  can't  lose. 


"As  GOES  SUGAR,"  says  Reuben  Gutoff, 
president  of  New  York's  Standard 
Brands,  Inc.,  "so  goes  fructose." 

As  an  aphorism,  that's  okay.  As  a  fact  it 
doesn't  quite  hold.  U.S.  sugar  prices  are 
currently  on  the  rise  and  have  been  ever 
since  last  fall,  when  Congress  enacted  a 
program  to  restrict  imports  and  support 
the  domestic  price  at  13.5  cents  a  pound. 
But  until  recently,  prices  for  high  fruc- 
tose corn  syrup,  the  natural  sugar  substi- 
tute that  Standard  Brands  pioneered  in 
the  late  Sixties,  have  actually  declined. 

Traditionally,  the  high  fructose  corn 
syrup  producers  have  sought  to  keep  the 
competitive  pressure  on  sugar  by  pricing 
HFCS  at  80%  to  90%  of  refined  sugar, 
but  these  days  the  discount  is  closer  to 
35%.  The  result  is  that  the  once  highly 
profitable  corn  sweetener  industry  is 
currently  little  better  than  marginal. 
Most  of  the  producers'  results  are  hidden 
in  the  consolidated  accounts  of  large  di- 
versified companies,  but  there's  no  ques- 
tion that  the  sag  in  corn  sweetener  prices 


is  responsible  for  the  mere  2%  gain  in 
earnings  Standard  Brands  has  posted 
since  1975  and  the  sharp,  50%  drop  in 
A.E.  Staley  Mfg.  Co.'s  profits  over  the 
same  period  (with  lesser  impact  on  pro- 
ducers like  Archer-Daniels-Midland 
Co.,  Amstar  Corp.  and  CPC  Internation- 
al, Inc.,  whose  commitment  to  HFCS, 
though  large,  looms  less  important  in 
their  total  operations). 

The  corn-refining  industry  pinned 
down  a  15%-to-20%  share  of  the  sweet- 
ener market  years  ago  with  semisweet 
products  like  dextrose,  but  dextrose  has 
nothing  like  the  market  potential  of  fruc- 
tose, which  in  its  most  popular  form  is 
only  6%  to  7%  less  sweet  than  the  sugar 
it  could  replace. 

High  fructose  corn  syrup  made  its  first 
major  inroads  in  the  early  Seventies. 
Refined  sugar  prices  soared  from  18 
cents  to  45  cents  a  pound  in  less  than 
nine  months  back  in  1974  and  offered  the 
corn  refiners  a  golden  opportunity  to 
bull  their  way  into  the  market.  It  wasn't 


only  the  pioneers  in  the  business — Stan- 
dard Brands  and  A.E.  Staley — that  took 
advantage  of  the  situation,  but  a  host  of 
newcomers  as  well.  Among  them:  Am- 
star, Archer-Daniels-Midland,  CPC  In- 
ternational, Cargill,  Inc.,  American 
Maize-Products  Co.,  H.J.  Heinz  Co.  and 
Anheuser-Busch,  Inc. 

As  sugar  consumption  slipped,  HFCS 
consumption  rose  correspondingly — 
from  less  than  a  pound  per  person  in 
1972  to  9  pounds  last  year. 

Produced  in  three  grades  of  sweet- 
ness—42%,  55%  and  90%  fructose — 
high  fructose  corn  syrup  goes  under  a 
variety  of  names  these  days:  Staley's  is 
known  as  Isosweet,  Standard  Brands'  as 
Isomerose  and  ADM's  is  called  Corn- 
sweet,  but  they  are  all  basically  the  same 
product.  Forty-two  percent  fructose  has 
gradually  pushed  into  market  after  mar- 
ket that  sugar  has  traditionally  dominat- 
ed— canned  and  frozen  foods,  jams,  jel- 
lies and  preserves,  pickles,  catsup  and 
ice  cream — so  that  today  the  corn-refin- 


The  Sweetener 


One  bushel  of  corn  (56  pounds)  has  cost  a  corn  refiner  $2.42  in  recent  years.  It  yielded  .  . . 

i  (.•  * 


...  1.65  pounds  of  corn 
oil  worth  46  cents  , . . 


. . .  12.5  pounds  of  gluten 
feed  worth  53  cents  . . . 


. . .  and  2.5  pounds  of  gluten 
meal  worth  28  cents. 


What  gives  corn  its  main  cost 
advantage  over  sugar  is  that 
roughly  half  the  cost  of  every 
bushel  of  corn  turned  into  high 
fructose  corn  sweeteners  is 
offset  by  by-product  credits. 
After  the  oil  and  animal  feed 
by-products  are  removed, 
what's  left  is  basically  corn- 
starch. The  cornstarch  is  then 
converted  into  dextrose,  and 
the  dextrose  itself,  by  means 
of  an  enzyme  catalyst,  is  trans- 
formed into  fructose.  The  com- 
mercial product  is  50%  dex- 
trose, 42%  fructose,  8%  malt- 
ose and  higher  saccharides. 
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ing  industry  has  close  to  9%  of  the  total 
sweetener  market. 

For  a  time  the  market  grew  so  rapidly 
that  producers  predic  ted  they'd  pin  down 
a  good  third  of  the  $9-billion  sweetener 
market  by  1980.  What  went  wrong? 

At  the  moment  at  least,  HFC'S  can  be 
produced  economically  only  in  liquid 
form,  and  this  limits  it  to  the  industrial 
market,  which  constitutes  about  two- 
thirds  of  the  total  sweetener  market. 
Even  here,  its  market  potential  is  limit- 
ed by  its  special  properties.  It  is  shut  out 
of  the  market  for  dry  desserts  like  Jell-O 
because  it's  a  liquid,  from  much  of  the 
candy  market  because  it  attracts  mois- 
ture and  makes  the  candy  stickv  and 


run  a  plant  without  a  market  to  absorb  it. 
"We  either  run  full  tilt  or  we  stop,"  says 
Lester  Applegate.  head  of  Standard 
Brands  HFCS  operation. 

With  the  industry  at  little  more  than 
50%  of  capacity,  in  the  first  quarter  two 
new  producers,  reportedly  Cargill  and 
American  Maize,  sought  to  increase 
their  market  share  by  cutting  product 
prices.  But  instead  of  making  room  for 
the  newcomers,  the  rest  of  the  industry 
followed  their  prices  down. 

By  this  April  the  worst  seemed  to  be 
over.  Prices  began  to  rise  and  should 
probably  pick  up  fairly  briskly  in  the 
second  half  when  consumers  work  off 
low-priced  sugar  inventories  acquired 


The  Price  Was  Right 

With  sugar  prices  at  record  levels,  high  fructose 
corn  syrups  priced  their  way  into  the  market 
in  1975  and  still  do  so  today. 
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NORTH  EAST 
REFINED  CANE 


CHICAGO-WEST 
HIGH  FRUCTOSE 
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from  much  of  the  ice  cream  market  be- 
cause it  lowers  the  freezing  point. 

Ignoring  these  limitations,  the  pro- 
ducers expanded  in  haste  when  sugar 
prices  were  high.  Expecting  a  3-miIlion- 
ton-a-year  market  by  1980,  they  had  the 
ability  to  produce  2.5  million  tons  by  last 
year.  Alas,  the  sugar  substitutes  will  do 
only  about  1.5  million  tons  this  year,  and 
some  1980  projections  are  now  down  to 
1.75  million  tons.  This  is  a  huge  leap 
from  the  531,000  tons  of  1975  but  not 
huge  enough  to  absorb  all  that  excess 
capacity.  "Low  sugar  prices,"  mourns 
Gutoff,  "slowed  the  rate  of  switching 
from  sugar.' 

As  raw  sugar  prices  fell  from  near!)  58 
cents  in  1975  to  less  than  8  cents  a  pound 
today,  sweetener  prices  fell  with  them, 
dropping  from  24  cents  in  1975  to  12  cents 
or  so  a  pound  at  present.  The  result  is  that 
a  business  that  in  1975  yielded  Standard 
Brands  more  than  25%  of  its  $67-million 
profit  and  close  to  75%  of  Staley  s  S50 
million  did  little  better  last  year  than 
break  even.  Both  Standard  Brands  and 
Archer-Daniels-Midland  completed  new 
plants  at  a  cost  of  $60  million  or  so  apiece 
and  then  held  them  off  the  market  at  a 
cost  of  something  like  $4  million  a  year. 
They  had  little  choice.  Corn  refining  is  a 
continuous-process  industry;  you  can't 


before  the  government's  price  supports 
went  into  effect.  "We  went  from  feast  to 
famine,"  says  Les  Applegate,  "but  that's 
going  to  change." 

Applegate  may  be  optimistic  too  soon. 
It's  unlikely  that  the  industry's  excess 
capacity  is  going  to  be  eaten  up  all  that 
fast.  "The  market  for  the  42%  product  is 
reaching  its  saturation  point,"  says  Fred 
Gray  ,  syveetener  expert  at  the  Depart- 
ment of  Agriculture's  Commodity  Eco- 
nomics division,  "and  most  of  the  groyvth 
in  the  future  will  be  in  the  55%  product. 
I  think  they-  anticipated  the  42%  product 
would  get  a  higher  share  of  the  market 
than  it  did.  And  maybe  they've  overesti- 
mated how  much  market  the  55%  prod- 
uct will  get,  too." 

Is  high  fructose  then  at  a  dead  end? 
Probably  not.  "The  key  market,"  says 
Gray,  "is  going  to  be  soft  drinks."  The 
prospects  here  are  tremendous  because 
its  liquid  form  is  no  handicap.  At  the 
moment,  though,  the  soft-drink  pros- 
pects are  just  that:  prospects. 

Dr  Pepper  has  used  fructose  for  years, 
and  Royal  Croyvn  is  currently  testing  a 
sugar-fructose  combination.  The  big 
market  obviously  is  Pepsi  and  Coke, 
which  together  consume  close  to  2  mil- 
lion tons  of  sugar  a  year,  but  yvith  sugar 
priced  low  they  have  found  no  need  at 


present  to  commit  themselves. 

If  the  soft-drink  giants  adopted  even  a 
25%-fructose-sugar  mix,  a  500,000-ton 
market  would  open  up.  So  far  that  is  only 
hope.  Says  a  Coca-Cola  spokesman:  "We 
already'  use  HFCS  in  some  of  our  non- 
cola  drinks,  like  Sprite,  but  have  no 
plans  at  the  moment  to  use  it  in  Coke." 

Short  term,  then,  the  prospect  is  for 
continued  overcapacity  and  pressure  on 
prices.  Long  term,  as  the  corn  refiners 
see  it,  they  can't  really  lose,  simply  be- 
cause the  cost  position  is  more  favorable 
than  either  the  beet  or  the  cane  sugar 
producers.  "We've  always  got  an  advan- 
tage," says  Applegate,  "because  we're 
inherently  lower  cost." 

What  makes  the  difference  in  cost  is 
by-product  credits.  Sugar  has  very  few — 
some  molasses,  maybe  furfural — but 
corn  has  a  great  many-,  and  that's  unlike- 
ly to  change.  The  corn  refiner  buys  a 
bushel  of  corn  at  $2.50  say,  and  in  the 
process  of  extracting  the  starch  that  is 
the  basis  of  his  sweetener,  he  generates 
enough  corn  oil  and  animal  feeds  like 
gluten  meal  and  gluten  feed  to  offset 
50%  of  the  cost  of  his  raw  material. 

Not  since  nylon  and  a  host  of  related 
synthetic  fibers  revolutionized  the 
world  s  textile  economy  has  a  technologi- 
cal development  had  such  potentially 
widespread  repercussions.  In  Latin 
America,  Africa,  the  Far  East,  the  Carib- 
bean, sugar  is  the  economic  base  of  a 
large  number  of  developing  countries 
HFCS  not  only  threatens  to  cut  off  the 
U.S.  market  for  sugar,  yvhich  for  years 
depended  on  imports  for  half  of  its  sugar 
consumption,  it  also  promises  to  make 
countries  like  Rumania,  the  Soviet  Un- 
ion and  Australia,  which  have  corn  and 
other  starch  production,  competitors  in 
the  sweetener  market. 

For  political  reasons  if  no  other, 
HFCS  is  unlikely  to  put  the  U.S.  sugar 
industry-  out  of  business,  though  it  may1 
yvell  eliminate  some  of  its  less  efficient 
units,  and  it  is  probably  going  to  insure 
that  over  time  the  U.S.  will  finally  be- 
come independent  of  imports  for  its 
sweetener  supplies.  Good  neyvs  for  the 
U.S.  farmer.  Bad  neyvs  for  some  of  the 
poorest  countries  in  the  yvorld. 

Overcapacity  notwithstanding,  there- 
fore, the  high  fructose  producers  are 
continuing  to  expand.  Staley  is  expand- 
ing its  capacity  for  producing  55%  fruc- 
tose, Standard  Brands  hopes  to  get  its 
new  plant  out  of  mothballs  by  year-end, 
and  Holly  Sugar  Corp.  has  announced  a 
new  plant  in  California.  Senator  Frank 
Church. (D-Idaho),  concerned  about  the 
impac  t  of  loyv  prices  on  Idaho's  sugar- 
beet  producers,  has  introduced  a  bill  to 
raise  the  sugar  price  supports  from  13.5 
cents  to  17.5  cents  a  pound,  a  move  that 
can  only  sweeten  HFCS'  future. 

At  the  moment,  however,  high  fruc- 
tose is  a  product  whose  time  has  not  yet 
entirely  come.  ■ 
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Joe  Sugarman's  Mousetrap  Store 


What  Sears  and  Wards  are  to  the  catalog  business, 
Joe  Sugarman  is  to  print  media  marketing. 


Looking  for  an  unusual  gift  for  a  loved 
one?  How  about  a  laser  beam  mouse- 
trap, yours  for  a  mere  $1,500?  Or  a 
jogging  computer  that  keeps  tabs  on 
your  speed  and  mileage  as  you  run  your 
legs  off  in  the  basement,  for  only 
$149.95?  For  the  kiddies,  how  about  a 
home  pinball  machine,  at  $650? 

Should  any  of  these  catch  your  fancy, 
call  or  write  to  Joe  Sugarman,  a  young 
soft-spoken  Chicagoan  who  hawks  such 
items  through  "print  media  mail  or- 
der"— catalog  selling,  but  without  the 
catalog.  In  the  $75-billion  direct-market- 
ing industry,  Sugarman  has  carved  a 
unique  niche  by  finding  unusual  prod- 
ucts (he  manufactures  nothing  himself) 
and  promoting  them  in  full-page  ads  in 
magazines  and  newspapers.  Buyers  call  a 
toll-free  number  to  order  an  item.  If 
some  of  the  above  products  seem  far- 
fetched, consider  this:  Set  up  just  seven 
years  ago,  Sugarman's  JS&A  Group, 
Inc.,  privately  owned,  now  does  an  esti- 
mated $50-million-plus  sales  and  nets 
perhaps  $5  million  on  it. 

Sugarman's  canny  eye  for  a  hot  item  is 
one  key  to  his  success.  He  was  among 
the  first  to  mass-market  pocket  calcula- 
tors. In  1976,  he  says,  he  probably  sold 
more  high-quality  digital  watches  than 
any  retailer  in  the  U.S. 

Moreover,  Sugarman  deals  almost  ex- 
clusively in  high-priced  electronic 
goods.  That's  quite  a  novelty  in  direct 
marketing,  which  is  more  accustomed  to 
pitching  automobile  seat  covers  and 
grapefruit.  Because  his  products  are 
more  expensive,  Sugarman  doesn't  re- 
quire the  repeat  business  other  direct 
sellers  need  to  cover  costs. 

"We  like  to  pioneer,"  Sugarman  ex- 
plains. "When  a  product  reaches  its 
peak,  we  get  out."  For  example,  JS&A 
began  selling  pocket  calculators  in  1971 
at  $29.95.  Now  they're  down  to  $14.95, 
and  Sugarman  has  long  since  moved  on 
to  home  computers  at  $220. 

"My  competitors  are  Sears  and 
Wards,"  says  Sugarman,  "not  because 
were  selling  the  same  customer,  but 
because  they're  jumping  into  products 
we're  already  selling."  Unlike  retailers 
and  catalog  houses  that  must  make  long- 
er-term commitments,  Sugarman  has 
maximum  flexibility  in  the  faddish 
consumer  electronics  field:  "We  can  be 


in  and  out  of  a  product  in  ten  days." 

Good  as  he  is  in  choosing  merchan- 
dise, Sugarman  may  be  even  better  at 
advertising  it.  He  writes  his  own  ad 
copy — most  of  his  50  employees  man  the 
phones  and  process  orders — and  boldly 
fills  nearly  a  full  page  with  snappily  writ- 
ten text  to  explain  his  product.  Favorite 


Marketing  Guru:  Is  Joe  Sugarman's  ad 
copy  good?  It  supports  a  $50-million- 
plus  business  in  consumer  electronics. 


publications  for  pitching  his  goods  to 
higher-income  audiences  are  the  Wall 
Street  Journal,  Popular  Science  and  air- 
line magazines.  "I'm  the  world's  highest- 
paid  copywriter,"  he  crows.  "He  uses 
the  medium  brilliantly,"  says  John 
Canova  of  Time-Life  Books.  James 
Mabry  of  the  Horchow  Collection,  the 
prestigious  catalog  house,  concurs:  "We 
tried  space-selling  but  were  never  suc- 
cessful. We  never  had  anybody  who 
could  write  copy  well  enough." 

Sugarman  himself  can't  be  accused  of 
thinking  small.  "When  I  started  out  I 


thought  that  if  people  saw  expensive 
items  advertised  by  a  company  with  a  big 
ad,  they'd  think  we  were  a  big  company. 
If  they  saw  small  ads  they'd  think  we 
were  a  small  company.  I  had  the  guts  to 
say,  'Okay,  let's  look  like  we're  big.' 
Sugarman  carries  that  notion  further. 
His  operation  is  based  at  "JS&A  Plaza," 
which  conjures  thoughts  of  marbled 
walks,  Henry  Moore  sculpture  and  glass 
skyscrapers.  JS&A  Plaza  is  actually  two 
single-story  buildings  and  a  warehouse  at 
the  end  of  a  badly  paved  side  street  in 
suburban  Chicago. 

Suppliers,  however,  love  Sugarman's 
"big  company"  image.  "He's  put  our 
name  in  front  of  the  consumer  like  no 
one  else  has,"  bubbles  Boss  Scheer,  mar- 
keting director  for  Bally  Manufacturing, 
the  slot  and  pinball  machine  maker  that 
now  produces  those  $650  pinball  games. 

Sugarman  came  to  the  mail  order  busi- 
ness with  an  odd  set  of  credentials.  A 
University  of  Miami  dropout  who  stud- 
ied electrical  engineering,  he  served 
three  and  a  half  years  with  Army  Intelli- 
gence and  the  Central  Intelligence 
Agency  and  returned  to  civilian  life  as  an 
adman  for  a  small  consumer  electronics 
firm.  Sugarman  tried  to  get  the  outfit  to 
sell  a  new  product,  pocket  calculators. 
The  company  refused.  So  in  1971  Sugar- 
man  set  up  JS&A  in  the  basement  of  his 
home  with  the  help  of  $12,000  from  in- 
vestors from  whom  he  has  since  parted. 
After  failing  badly  with  a  direct-mail 
pitch  for  the  calculator,  he  placed  an  ad 
which  made  a  $20,000  profit  on  orders  in 
ten  days. 

Sugarman  merchandises  these  suc- 
cesses and  failures  (the  laser  beam 
mousetrap  bombed)  in  a  spinoff  venture: 
one-week  seminars,  limited  to  15  stu- 
dents who  pay  $2,000  a  head,  held  twice 
a  year  at  Sugarman's  Wisconsin  estate,  a 
rustic  English  Tudor  homestead  on  a  30- 
acre  spread.  One  pupil  is  Bichard  Vi- 
guerie,  the  political  fund  raiser  who  has 
headed  up  direct-mail  campaigns  for 
candidates  like  George  Wallace  and  re- 
cently turned  Capitol  Hill  upside  down 
with  all  the  mail  he  helped  generate  in 
opposition  to  the  Panama  Canal  treaties. 
"My  $2,000  went  for  a  very  worthwhile 
experience,"  says  Viguerie.  "Joe  has 
some  unorthodox  marketing  approaches, 
but  they  work."  ■ 
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Highway  or  skyway  Factory  or  forest. 
Bendix  technology  makes  the  world  go  'round. 


Technology.  The  automotive 
industry  depends  on  it.  It's  what 
built  the  electronics  industry. 
Aerospace  and  industrial  busi- 
nesses grew  because  of  it.  Even 
building  materials  are  more 
profitable  because  of  modern 
technology 

And  at  Bendix.  we've  built  a 
$3  3  billion  business  by  honing 
these  technological  skills  to  a 
keen  edge 

Brake  technology— from 
bicycles  to  jumbo  jets.  We 

started  as  an  automotive  brake 
supplier.  And  for  over  half  a 
century  we  have  been  a  leader 
in  the  science  of  braking 
systems  Ourtechnology ranges 
from  automotive  mechanical, 
hydraulic  and  air  brakes  to  air- 
craft wheels  and  brakes.  And 
now— the  Series  IV  longer- 
wearing,  lightweight  disc  braking 
system  for  mid-size  and  smaller 
cars.  The  use  of  aluminum 
allows  weight  savings  of  up  to 
40%.  with  friction  pads  that  can 
be  replaced  without  removing 
wheel  brake  assemblies 

Technology  extends  the 
aerospace  frontiers.  Our 

career  in  aerospace  began 
when  Lindbergh  used  a  Bendix 
compass  to  cross  the  Atlantic 


Since  then,  our  sophisticated 
aerospace-electronics  tech- 
nologies helped  probe  the  solar 
system.  We've  contributed  to 
avionics  systems  that  give 
general  aviation  pilots  capa- 
bilities similar  to  those  of 
commercial  and  military  pilots 
And  we've  built  color  weather 
radar  systems  that  not  only 
help  pilots  locate  a  storm  and 
judge  its  intensity,  but  give  them 
a  comprehensive,  moving- 
map'  navigation  display  super- 
imposed over  the  weather 
patterns. 

Industrial  technology  and  the 
computer.  When  we  speak 
technology,  we  speak  the  lan- 
guage of  today's  metalworking 
mdustry-the  language  of 
Bendix  computerized,  auto- 
mated manufacturing  and 
inspection  equipment  and 
perishable  tool  business.  And 
that  includes  everything  from 
traditional,  high-volume  station- 
type  transfer  lines  to  their  exact 
opposite  — the  new  Bendix 
Flexible  Machining  System,  in 
which  the  part  to  be  processed 
is  stationary  and  the  toolheads 
are  transferred.  Both  systems 
can  be  controlled  by  the  state- 
of-the-art  Bendix  System  5 
computer  numerical  controls. 

We  serve  the  energy-related 
industries,  too.  with  this  kind  of 
technology.  In  mooring  winches 
for  offshore  drilling  rigs,  complex 


piping  systems  for  refineries 
and  power  generating  plants, 
and  in  the  exploration  for  new 
energy  sources. 

Technology  comes  to  the 
forest.  We  also  brought  our 
technological  skills  to  building 
materials.  Close  manufacturing 
tolerances  and  continuous  qual 
ity  control  combine  to  produce 
precision  lumber,  millwork. 
moulding,  plywood,  particle- 
board.  And  we're  exploring  the 
potential  of  our  computer-aided 
design  technology  in  the  plan- 
ning of  Bendix  manufactured 
homes. 

So  when  we  speak  tech- 
nology at  Bendix.  we  use  the 
language  of  the  industries  we 
serve 

We'd  like  to  speak  personally 
with  you.  and  tell  you  how  we 
can  make  ourtechnology  work 
for  whatever  you  make  Write 
on  your  corporate  letterhead, 
and  the  right  person  at  Bendix 
-one  who  speaks  your  lan- 
guage-will get  back  to  you. 
The  Bendix  Corporation. 
Dept.  103.  Bendix  Center. 
Southfield.  Michigan  48076. 


Bendix 


We  speal 


mow,  one  great  American  seagoing 
tradition  becomes  part  of  another.  Ours. 


We're  pleased  to  announce  that  American 
Export  Lines  has  become  a  part  of  Farrell  Lines.  Two 
proud  old  American-flag  lines  are  now  one  new 
"superiinei'  offering  bigger  and  better  service. 

Today,  Farrell  Lines  serves  ports  on  five  conti- 
nents: North  America,  Europe,  Africa,  Asia  and  Aus- 
tralia. We  offer  more  than  200  scheduled  sailings  a 
year,  from  all  four  coasts  of  the  United  States.  We 
sail  to  North,  South,  East  and  West  Africa.  Australia 
and  New  Zealand,  plus  the  islands  of  the  South 
Pacific.  And  our  American  Export  Lines  Service 


reaches  Europe,  the  Mediterranean,  the  Middle 
East,  South  Asia  and  the  Far  East. 

Ail  of  our  ships  are  American-built  and 
manned.  The  greatly  expanded  Farrell  Lines  fleet 
incorporates  the  most  sophisticated  and  efficient 
methods  of  handling  and  carrying  cargo,  and  it 
includes  container,  RoRo  and  LASH  ships.  And 
we're  still  growing,  to  meet  the  ever-increasing 
demands. 

Because  at  Farrell  Lines  we  don't  rest  on 
=  tradition  We  keep  widening  our  horizons. 
W 


E4RRELL  Lives 


The  American-flag  line  on  the  move. Grow  with  us. 

One  Whitehall  Street  New  YoritNY  10004  One  Market  Plaza.  San  Franosco  CA  94105 


Don't  Tread  On  Me! 


Arthur  Santry  is  determined  that  Combustion  Engineering 
won't  go  the  way  of  its  old  rival,  Babcock  &  Wilcox.  To  avoid 
acquisition,  he  is  doing  a  lot  of  acquisition  of  his  own. 


When  Harry  Gray,  the  tough  chairman 
of  United  Technologies,  was  looking  for  a 
boilermaker  to  add  to  his  growing  collec- 
tion of  willing  and  unwilling  corporate 
brides,  he  approached  Combustion  En- 
gineering President  and  Chief  Executive 
Officer  Arthur  J.  Santry  Jr.  Santry 
turned  him  away,  sealing  the  fate  of  the 
more  vulnerable  Babcock  &  Wilcox.  Un- 
able to  resist,  B&W  fled  Harry  Gray's 
advances  by  escaping  into  the  arms  of  J. 
Ray  McDermott. 

It's  not  that  Arthur  Santry  doesn't  lis- 
ten politely  to  merger  suggestions.  But 
he  firmly  turns  them  down.  Quite  clearly 
he  likes  running  his  own  show.  So  far  at 
least  he  has  persuaded  would-be  acquisi- 
tors  that  his  company  wouldn't  be  a 
pushover.  That  the  stock  sells  well  above 
book  value  is  certainly  a  deterrent. 

In  fact,  Combustion  has  done  quite 
well  on  its  own.  Last  year  sales  rose  12% 
to  $2  billion,  while  net  was  up  24%  to 
$67  million  and  return  on  equity  almost 
reached  17%.  This  year's  first-quarter 
figures  were  more  of  the  same. 

Santry,  a  lawyer  by  trade,  has  been 
running  the  company  since  his  uncle, 
Joseph  V.  Santry,  handed  him  the  reins 
in  1963.  But  Arthur  Santry  doesn't  owe 
his  job  to  control  of  the  stock.  He  owns 
63,036  shares — less  than  1%. 

One  way  to  keep  your  company  inde- 
pendent is  to  make  it  too  big  for  anyone 
to  swallow.  This  often  involves  a  good 
deal  of  acquisition,  and  Santry  has  been 
very  active  in  the  game.  Last  year  Com- 
bustion bought  Vetco,  Inc.,  a  West 
Coast  offshore  oil-drilling  equipment 
company,  for  $159.6-million  cash.  Late 
in  1976  Santry  landed  Gray  Tool  Co.,  a 
Houston-based  maker  of  oil-field  drilling 
equipment.  Clearly  he  is  a  man  with  a 
strategy:  get  into  the  energy-producing 
equipment  business  as  a  diversification 
away  from  the  energy-burning  equip- 
ment line.  Gray,  too,  was  bought  for 
cash;  Santry  knows  that  cash  hoards  at- 
tract raiders. 

Gray  looks  like  a  good  buy.  Between 
1972  and  1976,  the  year  Combustion 
bought  the  company,  sales  grew  at  a 
healthy  36%  annual  rate  (from  $18.6  mil- 
lion to  $68.9  million).  Over  the  same 


period,  earnings  soared  from  $582,000  to 
$4.3  million — a  65%  annual  rate. 

Vetco  is  more  of  a  question  mark.  Net 
income  leaped  from  $2  million  in  fiscal 
1972  to  $25.4  million  in  1976  (on  sales  of 
$23.5  million  and  $172.2  million),  but 
last  year  slumped  below  $1  million.  But 
Santry  maintains  he  has  not  bought  a  pig 
in  a  poke.  He  blames  last  year's  dismal 


Santry:  So  far  he's  kept  his  indepen- 
dence by  buying  others  for  cash,  making 
CE  almost  too  big  to  be  swallowed. 


performance  on  elimination  of  losing  op- 
erations and  increasing  general  and  ad- 
ministrative expense — growing  pains. 

Vetco's  future,  he  says,  looks  good: 
"Some  of  the  big  oil  companies  advised 
us  they  wanted  to  produce  at  greater 
depths  underwater.  They're  going  to 
complete  those  wells  and  they're  going 
to  have  to  find  a  way."  He's  got  Vetco, 
Gray  and  Natco  (another  subsidiary)  try- 
ing to  find  the  way. 

But  what  about  Combustion's  main 
business:  coal-  and  oil-burning  electrical- 
generating  stations  for  utilities?  Com- 
bustion   builds    "boiler    islands, "  the 


equipment  that  makes  the  steam  that 
drives  General  Electric  and  Westing- 
house  electrical  generators.  Says  Wil- 
liam J.  Connolly,  vice  president-market- 
ing, "Five  percent  annual  peak-load 
growth  is  what  we're  projecting  between 
1975  and  1990,  and  that's  conservative. 
That  means  the  industry  will  need 
900,000  megawatts  on  line  in  1990." 

Right  now  the  U.S.  has  about  500,000 
megawatts  of  generating  capacity  on 
line.  About  45,000  megawatts  will  be 
retired  between  now  and  1990,  so,  if 
Connolly  is  right,  new  construction  will 
have  to  amount  to  around  455,000 
megawatts — roughly  90%  of  what  is  now 
in  use.  Combustion,  which  shares  80%  of 
the  fossil-fuel  generating-station  market 
with  Babcock  &  Wilcox,  expects  to  at 
least  hold  its  share.  In  this  long  lead- 
time  business,  Combustion  has  had  no 
trouble  maintaining  its  backlog  at  close 
to  or  higher  than  the  current  $3-billion 
mark  for  five  straight  years. 

And  all  that  construction  will  feed  an- 
other of  Combustion's  very  profitable 
businesses:  environmental  controls. 
Combustion  makes  scrubbers  for  smoke- 
stacks and  equipment  to  burn  fuel  more 
efficiently.  "Industry  is  going  to  have  to 
learn  to  live  with  the  fact  that  people  want 
clean  air  and  water — there  won't  be  much 
backsliding  on  that,"  says  Santry. 

Combustion's  refractory  and  glass 
businesses  became  more  profitable  at 
the  end  of  last  year,  leaving  the  nuclear 
power  plant  business  the  only  weak  spot. 
In  spite  of  continued  losses  in  nuclear, 
however,  Santry  is  committed  to  the  nu- 
clear power  business.  "The  state  of  the 
nuclear  business  is  a  concern  to  every- 
body in  the  business,"  he  says.  "No- 
body's making  any  money,  but  our  losses 
are  manageable  and  they're  not  getting 
any  bigger.  We're  in  it  to  stay." 

Arthur  Santry  is  a  quiet,  undramatic 
man.  But  his  determination  to  keep  his 
company  independent  is  clear  in  every- 
thing he  says  and  does.  Which  is  why  it 
is  almost  certainly  invulnerable  to  take- 
over now:  How  many  companies  can 
make  a  pass  at  an  outfit  with  $2  billion  in 
sales,  over  $600  million  in  market  val- 
ue— and  a  very  nice  growth  record?  ■ 
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 Mishmash,  Inc.  

.  . .  Better  known  as  Chromalloy  American  is  not  so  much  a  company 
as  a  cigar  box  full  of  odds  and  ends — some  valuable,  some  not. 


Chromalloy  American  Corp.  is  a 
company  that  doesn't  really  make  sense. 
Tlx  lumbering  Clayton,  Mo. -based  con- 
glomerate last  year  boosted  its  sales  for 
the  first  time  above  the  $l-bilIion  mark. 
It  did  so  not  through  internal  growth  but 
with  a  red-hot  acquisition  pace — 14  ac- 
quisitions, more  than  one  a  month.  It  is 
now  a  hodgepodge  of  some  160  compa- 
nies acquired  since  1964  whose  products 
and  services  range  from  a  gas-diffusion 
process  for  alloying  chrome  with  other 
metals  to  sight-seeing  buses  to  photo- 
graphic equipment  and  women's  wear. 

It's  a  company  that  shouldn't  have 
worked,  but  it  did,  in  a  way,  tenuously 
held  together  for  20  years  by  Joseph 
Friedman,  Chromalloy  s  late  chairman. 
Friedman  saw  his  pride  and  joy  as  a  great 
growth  company,  and  so  did  investors — 
for  a  time.  In  1969  it  sold  at  20  times 
earnings,  $44  a  share.  Now  it  sells  for 
just  $18 — six  times  record  1977  earnings. 
Friedman  went  to  his  grave  last  Decem- 
ber, thinking  that  Wall  Street  simply 
didn't  understand. 

Despite  its  size,  Friedman  ran  the 
company  like  a  small  business,  even 
down  to  controlling  its  public  relations 
and  advertising.  At  71,  with  four  more 
years  before  mandatory  retirement,  he 
was  still  the  man  out  front,  the  promot- 
er— a  tough,  bright  businessman  with  a 
freewheeling  entrepreneurial  flare. 

He  kept  everyone  hustling  by  making 
sure  the  dividends  flowed  as  a  reward  to 
the  entrepreneurs  who  ran  the  collage  of 
companies  under  the  Chromalloy  um- 
brella. Since  1965  Chromalloy  increased 
its  dividend  every  year  except  one. 

Will  the  company  continue  to  hold 
together  without  Friedman? 

President  Irving  R.  Shepard,  who  suc- 
ceeded Friedman  as  chief  operating  offi- 
cer, and  Wesley  J.  Barta,  the  new  chair- 
man, are  very  different  men.  Both  art- 
part  of  the  old  management,  but  they 
clearly  lack  his  flashy  style.  Shepard,  an 
engineer,  is  considered  a  more  profes- 
sional manager  than  Friedman  but  more 
aloof  in  his  dealings  with  junior  execu- 
tives. He  feels  no  obligation  to  the  prom- 
ises made  by  Friedman. 

Shepard  s  attitudes  have  caused  rum- 
blings among  the  executive  ranks  since 
Friedman's  unexpected  death.  "There 


are  all  kinds  of  politics  going  on,"  says  a 
source  close  to  the  company.  "Manage- 
ment is  very  uptight."  And  tight-lipped. 
Shepard  refused  to  be  interviewed  by 
Forbes,  and  repeated  phone  calls  went 
unanswered  by  Lawrence  Manning,  a 
vice  president  who  had  been  Friedman's 
liaison  with  the  investment  community. 


Company  Collector:  The  late  Joe  Fried- 
man never  understood  why  Wall  Street 
snubbed  his  Chromalloy  conglomerate. 


It's  obvious  Joe  Friedman's  death  has 
thrown  this  strange  outfit  into  confusion. 

Friedman,  one  of  13  children  of  Rus- 
sian immigrant  parents,  grew  up  across 
the  Mississippi  River  from  St.  Louis  in 
Granite  City,  111.,  a  grimy  town  where 
he  worked  in  the  steel  mills  as  a  youth. 
Always  a  scrapper,  the  young  Friedman, 
with  only  a  high  school  eduation.  found- 
ed a  daily  newspaper  in  the  Thirties 
because  the  only  newspaper  in  Granite 
City  at  the  time  supported  Hitler  and 
the  Nazis.  Three  years  later  he  left  the 
newspaper  business  to  join  the  Band  Box 
Corp.,  a  Granite  City  dry-cleaning  con- 
cern; by  1935  he  had  become  a  vice 


president  and  general  manager.  The 
next  year  he  joined  U.S.  Hoffman  Ma- 
chinery Corp.,  where  he  stayed  for  20 
years  until  he  retired  in  1956  as  an  ex- 
ecutive vice  president  and  director.  His 
retirement  lasted  two  months. 

At  51,  an  age  when  most  men  have 
peaked,  Joe  Friedman  was  just  getting  a 
second  wind.  Friedman  approached  Rich- 
ard Seelig  and  Richard  Wachtell,  the 
founders  of  Chromalloy  Metals  Coating 
Co.  in  Orangeburg,  N.J.  with  then-sales  of 
$  100,000.  They  had  started  Chromalloy  as 
a  research  operation  in  1951  with  a  chro- 
mallizing  process  obtained  under  license 
from  a  British  company  .  Seelig  and  Wach- 
tell were  engineers  with  a  product  they 
didn't  know  how  to  market.  Friedman,  the 
promoter,  did. 

Friedman  invested  $100,000  of  his 
own  money  in  Chromalloy  with  the  stip- 
ulation that  he  would  work  one  year 
without  a  salary  to  make  the  company 
profitable.  Seventeen  months  later 
Chromalloy  was  making  money,  and  by 
1960  Friedman  had  become  chairman. 

Chromalloy  managed  to  survive  the 
conglomerate  shakeout,  but  when  it 
emerged  into  the  Seventies,  it  lacked 
corporate  goals  or  a  clear-cut  acquisition 
policy.  The  company  was  still  highly  de- 
centralized, making  acquisitions  for  no 
apparent  reason — such  as  a  gold  mine  in 
Angola  written  off  two  years  later  in  1975 
following  the  Angolan  civil  war.  Last 
month  it  ended  its  fiasco  in  the  hotel 
business  when  it  sold  off  its  last  hotel, 
the  Colony  in  Clayton,  to  Holiday  Inns. 
But  the  conglomerating  went  on.  Last 
year,  for  example,  Chromalloy  acquired 
Leonard's  Men's  Store,  Inc.,  a  two-store 
retail  operation  in  Washington  with  a  net 
worth  of  only  $470,000. 

Hotels,  gold  mines,  barges,  mens- 
wear.  Friedman  didn't  seem  to  care.  He 
collected  companies  the  way  some  peo- 
ple collected  coins  or  stamps — the  more 
the  merrier.  By  the  end  of  last  year, 
Chromalloy  had  soaked  up  some  160 
companies  among  its  ten  operating  divi- 
sions, which  are  now  reorganized  into 
separate  entities,  each  with  its  own 
board,  CEO  and  operating  officers 

Friedman  made  all  this  pay.  In  the 
year  ended  Dee.  31.  Chromalloy's  earn- 
ings increased  34%  to  a  record  $37.6 
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million,  or  $3.06  a  share,  for  a  respect- 
able return  of  13.6%  on  stockholder's 
equity.  Earnings  the  previous  year  were 
$24  million,  or  $2.41  a  share.  Record 
sales  totaled  $1.1  billion,  up  21%,  from 
$937  million  in  1976. 

But  he  paid  a  price.  Chromalloy  re- 
mains highly  leveraged  with  a  long-term 
debt  of  $256  million  and  total  equity  of 
$277  million.  Last  year  it  paid  out  $27 
million  to  service  that  debt. 

Chromalloy's  basic  metallurgical  and 
processing  division  accounts  for  roughly 
20%  of  sales  and  nearly  one-third  of  opr 
erating  profits.  Another  15%  and  18% 
come  from  transport  and  marine  oper- 
ations respectively-  The  consumer,  tex- 
tile and  farm  industry  divisions  account 
for  another  one-third  of  sales  and  28%  of 
profits,  while  building  products,  natural 
resources  and  pharmaceuticals  together 
contribute  the  balance. 

Toward  the  end  of  Friedman's  life, 


".  .  .  Friedman  collected 
companies  the  way  some 
people  collect  stamps.  .  .  " 


questions  were  being  asked  about  his 
methods.  It  was  important  for  him  to 
keep  his  stock  price  relatively  high  so 
that  he  could  make  acquisitions  on  favor- 
able terms.  Perhaps  he  tried  too  hard  in 
his  last  years. 

The  Securities  &  Exchange  Commis- 
sion filed  a  complaint  against  Chromal- 
loy, Friedman,  Lawrence  Manning  and 
Jacob  Shaefer,  a  broker  with  Evans  & 
Co.  of  New  York.  The  SEC  contended 
that  during  a  period  from  Jan.  1,  1975 
through  Aug.  31,  1976  Friedman  and 
Manning,  with  the  help  of  Shaefer, 
placed  orders  for  some  400,000  shares  of 
Chromalloy  stock  in  a  manner  that 
caused  the  stock  to  close  at  a  higher  price 
than  the  previous  sales  price. 

The  SEC  said  that  on  a  typical  trading 
day  Manning  and  Friedman  would  have 
10  to  20  conversations  with  Shaefer  for 
the  purpose  of  monitoring  the  transac- 
tions. Shaefer  supplied  his  customers 
with  the  total  number  of  Chromalloy 
shares  available  for  the  purchase  late  in 
the  trading  day  at  close  to  the  market 
price.  Using  that  information,  the  two 
executives  placed  orders  in  a  manner 
that  caused  an  "uptick"  in  the  stock 
price,  the  complaint  charged.  The  four 
defendants  denied  the  charges,  but  sub- 
sequently settled  the  case  by  consenting 
to  an  injunction  against  such  trading 
practices. 

However  questionable  such  practices 
may  have  been,  they  illustrate  Joe  Fried- 
man's total  dedication  to  his  creation  and 
to  its  welfare.  With  Friedman  gone, 
Chromalloy  somehow  seems  like  a  body 
without  a  soul.  ■ 


Companies  have 
a  way  of  growing  in 
Pennsylvania. 

All  over  the  state,  business  is  expanding- 
you  can  see  the  signs. 
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In  the  past  two  years,  1,184  companies 
announced  new  industrial  expansion.  The 
number  of  out-of-state  businesses  setting  up 
operations  in  Pennsylvania  doubled  last 
year  Building  construction  is  up  37%  over 
1975  to  $3  billion. 

This  is  all  a  part  of  the  new  Pennsylvania 
—building  for  the  future  in  a  diversifying 
economy 

We  offer  enormous  energy  resources, 
choice  locations  in  the  heart  of  America's 
biggest  market,  a  vast  transportation  network 
connecting  you  to  the  world,  a  huge  skilled 
labor  force  that  knows  how  to  work,  historic 


and  scenic  attractions  next  to  none,  and  a 
competitive  tax  structure.  Our  PI  DA  program 
has  provided  nearly  $452  million  in  low- 
interest  loans  to  manufacturing  firms,  and 
we  have  authorized  over  $6.8  billion  in  tax- 
exempt  loans  for  business  expansion.  It's 
no  wonder  why  corporate  executives  in  a 
recent  FORTUNE  survey  chose  Pennsylvania 
as  their  first  choice  in  the  Northeast  to 
locate  their  new  facilities  over  the  next  five 
years  Come  talk  to  us  about  what  we  have 
to  offer  you. 

Milton  J.  Shapp,  Governor 


Contact:  Nerval  D.  Reece,  Secretary  of  Commerce,  Commonwealth  of  Pennsylvania 
South  Office  Building,  Harrisburg,  PA  17120  (717)  787-6500 
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More  Than  Meets  The  Eye 

When  you  make  nuts  and  bolts  and  your  president  has  a 
name  like  Smith,  people  conclude  you're  a  dull  outfit. 
But  Illinois  Tool  Works  is  very  far  from  dull. 


Harold  Byhon  Smith  Jr.,  a  handsome 
man  who  looks  younger  than  his  45 
years,  is  the  thief  fund  raiser  for  the 
Republican  Party  in  Illinois,  but  he  de- 
nies having  any  politieal  ambitions  of  his 
own.  He's  too  busy,  he  says,  as  president 
of  the  Illinois  Tool  Works,  a  publicly 
owned  company  w  hose  control  has  been 
in  the  Smith  family  for  66  years.  If  that 
sounds  dull  compared  with  polities,  it  is 
far  from  it:  ITW,  with  annual  sales  of 
nearly  $300  million,  is  in  the  very  fore- 
front of  modern  technology. 

ITW's  products,  nuts,  bolts  and 
screws — or,  as  the  industry  labels  them, 
fasteners — are  the  stuff  that  holds  to- 
gether buildings,  washing  machines  and 
computers.  The  goods  cost  a  penny  each, 
but  those  pennies  add  up;  a  car  has  some 
17.000  parts,  13,000  of  which  are  fasten- 
ers. Through  the  $3-billion  fastener  in- 
dustry, ITW  is  recognized  as  one  of  the 
smartest  and  most  profitable  companies, 
able  to  withstand  import  competition 
jolting  many  others  in  the  business. 

In  profitability,  ITW  ranks  first  in  five- 
Near  return  on  total  capital  against  other 
specialized  industrial  equipment  manu- 
facturers. Last  year  it  posted  a  16.3% 
return  on  equity,  and  its  operating  mar- 
gins consistently  hover  about  21%,  triple 
the  industry  average.  During  the  first 
quarter  of  1978,  income  jumped  26%  on 
a  15%  rise  in  sales.  ITW  does  all  this 
w  ith  hardly  a  cent  of  debt. 

Innovation  is  the  key  to  ITW.  Its  fas- 
teners, half  of  ITW  sales,  are  not  com- 
modity nuts  and  bolts  but  "specialty" 
metal  and  plastic  components  developed 
for  a  customer's  specific  needs.  "Our 
salesmen  spend  60%  of  their  time  in  the 
engineering  area  of  a  customer's  facili- 
ty," explains  ITW  Chairman  Silas  Cath- 
cart.  "rather  than  going  in  with  a  big 
catalog  to  the  purchasing  department." 
ITW  s  highly  engineered  goods,  of 
course,  also  carry  bigger  price  tags.  The 
company  ranks  among  the  U.S.'  top  100 
patentees,  and  even  has  a  150-member 
patent  society  for  past  or  present  em- 
ployees w  ith  at  least  one  patent. 

ITW's  brains  have  earned  it  a  propri- 
etary position  in  the  industrial  equip- 
ment manufacturing  business.  Says  one 
industry  man:  "People  don't  ask  for  a 
self-drilling  tap  screw,  they  ask  for 
Teks."  which  is  a  15-year-old  ITW  prod- 
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net.  "Their  goods  are  the  Band-Aid  and 
Kleenex  of  fasteners." 

Almost  from  the  start  ITW  stressed 
new-product  development.  The  com- 
pany was  founded  in  1912  by  two  Swed- 
ish toolmakers  with  financing  from  four 
Chicago  brothers  named  Smith,  who  also 
controlled  Northern  Trust  Corp.,  now 
the  fourth-largest  bank  in  Chicago.  In 
1923  ITW  developed  a  lockwasher  that 
put  the  firm  on  its  present  path:  Today 
precision  tools  are  one  of  ITW's  smallest 
product  areas.  The  Smiths  still  own 
about  30%  of  ITW  and  own  or  control  as 
trustees  some  15%  of  Northern  Trust. 

Much  of  the  commodity  fastener  in- 
dustry is  hurting  from  imports  coming 
from  Japan  and  Canada.  In  standard-size 
nuts  and  bolts,  the  ratio  of  imports  to 
domestic  production  is  67%.  Last  De- 
cember the  U.S.  International  Trade 
Commission  ruled  that  the  industry  has 
been  damaged  by  the  cheap  imports  and 
imposed  tariffs.  But  President  Carter  re- 
jected that  decision  in  February.  So, 
many  U.S.  commodity  fastener  makers 
are  now  eyeing  ITW's  turf. 

But  ITW,  for  all  its  strength,  isn't 
cocky.  "The  theory  in  the  industry  is, 
'What  have  you  done  for  me  lately,'  "  says 
52-year-old  Cathcart.  The  company  often 
develops  new  products  for  a  customer 
without  being  asked.  "Sometimes,"  adds 
Cathcart,  "we  just  take  a  customer's  prod- 
uct and  pull  it  apart,  then  put  it  back 
together  in  a  more  efficient  way."  And 
each  of  its  15  divisions  have  their  own 


research  section,  rather  than  one  central- 
ized operation.  "We  want  product  devel- 
opment as  close  as  possible  to  the  custom- 
ers to  identify  the  opportunities,"  says 
ITW  President  Smith. 

One  of  ITW's  big  opportunities  came 
in  the  early  1960s  with  its  plastic  can 
carrier  for  soft  drink  and  beer  six-packs. 
That  product,  and  the  plastic  packaging 
division,  comprise  about  20%  of  sales 
and  contributed  greatly  to  ITW's  growth 
in  the  1960s  and  1970s.  For  the  future, 
some  see  the  electronics  division  (now 
16%  of  the  business)  taking  over  that 
position. 

And.  not  to  neglect  its  fastener  sec- 
tion, ITW  recently  acquired  Devcon 
Corp.,  a  small  adhesives  firm.  "There 
are  several  ways  to  hold  something  to- 
gether," says  Cathcart.  "You  can  put  a 
nail  into  it,  a  screws  into  it  or  glue  it." 
Automakers,  especially,  are  using  adhe- 
sives more  in  the  lighter-weight  cars. 

Chairman  Cathcart  is  somewhat  un- 
usual at  ITW:  He's  not  a  member  of  the 
Smith  family.  But  President  Harold  By- 
ron Smith  Jr.  is,  and  he's  ascending  just  as 
his  second  cousin,  69-year-old  Edward 
Byron  Smith,  is  relinquishing  the  top  job 
at  the  family's  other  big  company.  North- 
ern Trust.  So  banking  pioneer  Solomon 
Albert  Smith,  who  ran  Northern  Trust  for 
49  years  and  gained  control  of  ITW  for  the 
family,  can  rest  in  peace:  Both  his  compa- 
nies are  flourishing,  and  the  Smith  family 
is  still  producing  capable  offspring,  even 
into  the  fifth  generation.  ■ 


Harris  technology 
m  the 
ob 


i  communications, 

iarris  covers  a 
>road  spectrum. 
Vith  complete 
atellite  communi- 
ation  systems, 
OVI/FM  radio  and 
"V  broadcast 
quipment,  long 
ind  short-range 
/vo-way  radios. 
For  developing 
ations,  Harris 
atellite  communi- 
ation  systems  provide 
i  quick  and  cost  effective 

/ay  to  establish  or  expand  nationwide  telephone,  TV, 
adio  and  other  essential  communication  services. 

Harris  technology  works  worldwide-in  communication 
quipment,  information  systems,  government  systems, 
emiconductors  and  printing  equipment.  For  information,  write: 
larris  Corporation,  55  Public  Square,  Cleveland,  Ohio  44113. 


Harris  satellite  communication  system 
terminal  in  Ibadan,  Nigeria 


COMMUNICATIONS  AND 
INFORMATION  HANDLING 


As  claims  grow  in  size  and  complexity,  effec- 
tive claims  handling  becomes  more  critical. 
And  analysis  of  claims  records  can  provide 
vital  information  when  assessing  a  risk  man- 
agement program* 

A  brief  review  by  1NA  of  an  insurance 
topic  of  interest  to  business  executives* 


Because  they  are  experienc- 
ing larger  and  more  complex  loss 
and  liability  claims,  companies 
are  paying  increased  attention  to 
the  way  their  claims  are  being 
handled.  The  trend  to  self  insur- 
ance has  brought  many  risk  man- 
agers face  to  face  with  a  full  range 
of  claims  handling  problems.  But 
those  who  rely  on  outside  car- 
riers for  most  or  part  of  their 
coverage  also  want  to  be  sure  of 
their  insurer's  claims  capability 


and  responsiveness  to  the  com- 
pany's own  evolving  needs. 

A  company  that  does  business 
nationally  for  example,  needs  an 
insurance  carrier  with  knowl- 
edgeably-staffed  service  offices 
throughout  the  country,  and  mul- 
tinational companies  need  the 
same  facilities  overseas.  Com- 
panies with  broad  exposures 
should  expect  claims  representa- 
tives to  be  informed  enough  to 
deal  with  many  kinds  of  complex 


claims  situations. 

Claims  service  generally  is  a 
major  consideration.  All  claims 
should  be  acknowledged,  investi- 
gated and  settled  promptly  If 
there  is  a  plant  fire  in  the  middle 
of  the  night,  an  experienced 
claims  representative  should  be 
early  on  the  scene.  The  insurer 
should  also  be  effective  in  salvage 
and  subrogation  efforts.  And  re- 
ports after  claims  are  settled 
should  be  complete,  accurate  and 
timely 

Sensitive  areas 

Liability  claims,  in  which  third 
parties  are  involved,  can  be  partic- 
ularly complex,  and  many— such 
as  product  liability  claims— can 
have  serious  public  relations  as 
well  as  financial  ramifications. 
All  liability  claims  cannot  be  paid 
routinely  without  eventually 
raising  insurance  costs,  but  chal- 
lenges must  be  realistic  or  the 


ranee  Claims 


Dnly  result  will  be  unproductive 
legal  bills.  The  insurers  claims 
staff  must  therefore  be  aware  of 
:he  legal  climate,  undertake  rigor- 
ous cost  analysis  and  consider  the 
jest  overall  interests  of  the 
nsured  when  undertaking  a 
rhallenge. 

Many  companies  that  self  in- 
;ure  their  risks  also  handle  their 
)wn  claims.  Assembling  a  qual- 
fied  staff  to  handle  a  stream  of 
rlaims  is  a  major  commitment. 
\nd  self-insurers,  too,  face  sensi- 
ive  claims  situations. 

A  growing  number  of  self- 
nsurers  have  therefore  decided 
:o  turn  over  claims  handling  ad- 
ninistration  to  an  outside  firm. 
Hich  firms  can  usually  provide 
i  depth  of  professional  claims  per- 
sonnel and  statistical  reports  that 
summarize  company-wide  claims 
Krtivity.  An  outside  administrator 
:an  also  serve  as  a  buffer  between 
he  company  and  its  customers 
vhen  liability  claims  are  involved, 
ind  may  have  more  flexibility  in 
:hallenging  suspect  claims— pur- 
suing an  employees  medical 


history  when  investigating  a 
workers'  compensation  claim,  for 
example. 

Learning  from  experience 

Whether  a  company  handles 
its  own  claims  or  relies  on  a  carrier 
or  outside  administrator,  it  is  im- 
portant that  complete  documen- 
tation on  all  claims  be  assembled 
and  analyzed.  Problem  areas  may 
be  revealed— gaps  or  duplications 
in  coverage,  departments  with 
unusually  heavy  losses,  faulty 
record-keeping  that  makes  it 
difficult  to  substantiate  claims, 
or  departments  that  are  failing  to 
keep  the  risk  manager  informed 
of  equipment  purchases  or  to  re- 
port losses  promptly,  thereby 
jeopardizing  coverage. 

Many  companies  now  assign 
retained  losses  to  departments 
where  they  were  incurred;  when 
managers  know  losses  may  affect 
departmental  profitability— and, 
possibly,  bonuses— they  will  be 
more  vigilant  in  preventing 
future  losses  and  claims.  And 
comparing  annual  claims  reim- 


bursements with  risk  manage- 
ment costs  may  suggest  funda- 
mental changes  in  insurance  and 
self-insurance  strategies.  Experi- 
ence should  help  set  a  course  for 
the  future. 

"IN As  worldwide  claims  facil- 
ities are  among  the  most  exten- 
sive in  the  insurance  industry. 
And  two  INA  Corporation  com- 
panies are  leaders  in  their  special 
fields:  ESIS  is  one  of  the  coun- 
try's largest  administrators  of  self- 
insurance  programs  and  Recov- 
ery Services  International  pro- 
vides subrogation  services  to  both 
insurers  and  self-insurers. 

JA.  Ji.  M. 

■7V  "7V"  TV* 

The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall, 
Philadelphia.  Today  it  is  the  larg- 
est component  of  INA  Corpora- 
tion's international  network  of 
insurance  and  financial  services 
companies.  In  property  and 
casualty  insurance  and  risk  man- 
agement services,  life  and  group 
insurance,  health  care  manage- 
ment, and  investment  banking, 
INA  and  its  affiliated  companies 
offer  a  unique  combination  of 
products  and  services  to  business 
and  industry  around  the  world. 

INA  insurance  products  and 
services  are  available  through 
selected  independent  agents  and 
brokers.  For  an  informative 
booklet  on  current  trends  in 
claims  handling,  write  INA  Cor- 
poration, 1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

INIV 

The  Professionals 


When  all  is  not  lost 

It  is  possible  to  recoup  part,  or  even  all,  of  a  loss- 
through  salvage,  recovering  what  value  remains  to 
damaged  property,  and  subrogation,  recovery  from  a 
third  party  responsible  for  the  loss.  For  example,  an 
expensive  piece  of  machinery  being  shipped  by  freighter 
was  washed  overboard  in  a  storm.  A  subrogating  agent 
was  able  to  recover  the  full  value  of  the  equipment  from 
the  shipping  company  by  showing  that  the  bill  of  lading 
called  for  the  machine  to  be  stored  below  deck.  The 
manufacturer  benefited  in  two  ways:  it  recovered 
its  deductible  and  avoided  a  loss  which 
could  have  later  affected  its 
insurance  premiums. 


Mission  (Partly)  Accomplished 

A  decade  ago,  Gould  Inc.  was  the  kind  and  size  of  company  that 
other  companies  gobble  up.  But  Bill  Ylvisaker  has  done  some  gobbling 
of  his  own,  and  today's  Gould  is  more  than  able  to  stand  on  its  own. 


Ten  years  ago,  when  William  T.  Ylvi- 
saker (pronounced  Ill-va-soecer),  54,  left 
a  vice  presidency  at  General  American 
Transportation  Corp.  to  take  the  top  job 
at  Gould  Inc.,  he  announced  he  intend- 
ed to  transform  the  ailing  battery  and 
engine  parts  maker  into  the  "best  electri- 
cal products  company  in  the  country." 
New  men  in  top  jobs  often  talk  that  way. 
But  Ylvisaker  (the  name  is  of  Norwegian 
origin)  has  gone  a  long  way  toward  keep- 
ing that  promise — though  not  all  the 
way.  "I  am  not  trying  to  build  another 
GE,  he  now  says.  "I  do  not  want  to 
repeat  what  others  have  done.  " 

Gould  is  certainly  no  General  Elec- 
tric, but  since  1967,  the  year  the  Yale- 
educated  engineer  started  calling  the 
shots,  the  Rolling  Meadows,  111.  com- 
pany has  grown  from  a  $115-million, 
low-margin  (2.4%  of  sales)  supplier  to 
the  auto  industry  into  a  $1.6-billion  op- 
eration. Even  better,  margins  improved 
to  5.8%,  while  average  return  on  equity 
more  than  tripled,  to  16.4%. 

Today  Gould: 

Produces  a  successful  maintenance- 
free  battery  (sold  by  J.C.  Penney  Co.). 

Claims  over  40%  of  the  market  for 
copper  foil  used  in  printed  circuits. 

Produces  all  the  heavyweight  subma- 
rine torpedoes  bought  by  the  U.S.  Navy. 

Is  the  leading  producer  of  a  lead-alu- 
minum bearing  that  is  increasingly  popu- 
lar among  Detroit  automakers. 

Is  a  strong  contender  in  the  electric 
car  derby,  having  spent  about  $15  mil- 
lion in  the  past  four  years. 

Much  of  Gould  s  growth  has  come 
from  33  acquisitions,  of  which  two  stand 
out:  Clevite  Corp.  and  I-T-E  Imperial 
Corp.  Clevite,  acquired  in  1969,  more 
than  doubled  sales,  to  $330  million,  and 
nearly  tripled  earnings.  But  there  has 
been  synergy  and  internal  growth,  too: 
Clevite  s  electrical  equipment  business 
helped  Gould  beat  out  Westinghouse  for 
Navy  torpedo  contracts  worth  $100  mil- 
lion a  year,  and  its  bearing  technology  is 
the  forerunner  of  Gould's  successful 
lead-aluminum  automotive  bearing. 

It  isn't  easy  for  a  small  company  to 
make  major  acquisitions,  but  Ylvisaker,  a 
onetime  Bank  of  New  York  security  ana- 
lyst, has  a  real  flair  for  the  game.  In 


winning  Clevite,  he  outmaneuvered 
Cleveland's  big,  smart  TRW  Inc.  Acquir- 
ing TT-E,  a  top  power  station  equip- 
ment maker,  was  even  tougher  because 
I-T-E  s  directors  favored  rival  offers  by 
bigger  and  better-known  Raytheon  Co. 
and  Combustion  Engineering.  Ylvisaker 
gradually  picked  up  23%  of  I-T-E  stock, 
then  made  his  takeover  bid. 

A  tough  man  in  the  acquisition  game, 
Ylvisaker  is  hardly  gentle  when  it  comes 


Ylvisaker  Of  Gould:  If  his  top  managers 
make  Gould  number  one,  he  vows, 
Gould  will  make  them  millionaires. 


to  integrating  acquisitions.  His  practice 
is  to  break  them  up  and  fit  the  parts  into 
Gould's  39  existing  divisions,  each  of 
which  runs  as  an  independent  profit  cen- 
ter. Thus,  I-T-E's  electric  heating  oper- 
ation was  folded  into  Gould's  electric 
heating  division. 

It  has  all  worked  remarkably  well.  De- 
spite the  inevitable  dilution  from  all 
these  acquisitions,  earnings  per  share 
have  nearly  quadrupled  and  dividends 
more  than  doubled  during  the  Ylvisaker 
decade.  Earnings  have  risen  almost  10% 
so  far  this  year. 


In  his  early  days  at  the  company,  Ylvi- 
saker, to  break  Gould's  old,  provincial, 
small-company  mold,  brought  in  a  num- 
ber of  outside  executives,  including 
President  Daniel  T.  Carroll  from  Booz, 
Allen  &  Hamilton  and  Vice  President 
Stanley  N.  Gaines  from  Guardian  Pack- 
aging. Today,  however,  he  promotes 
chiefly  from  within.  To  spur  his  younger 
managers,  he  promises  to  make  them 
rich  with  a  fat  grab  bag  of  stock  option 
plans,  deferred  compensation  and  incen- 
tive bonuses.  "A  man  who  joins  Gould  in 
his  early  30s,  advances  to  divisional  gen- 
eral manager  by  his  late  30s  and  group 
officer  by  his  late  40s  will  retire  in  his 
late  50s  with  an  aftertax  estate  worth 
between  $3  million  and  $5  million — pro- 
vided the  company's  earnings  grow  at 
least  10%  a  year,"  he  promises. 

Unfortunately,  Gould's  stock  recently 
sold  at  just  seven  and  a  half  times  last 
year's  earnings  ($3.72  a  share),  about 
average  in  today's  market.  If  Ylvisaker  is 
to  keep  his  promises  to  his  managers,  he 
will  have  to  improve  that  multiple. 

One  of  his  favorite  talking  points  for  a 
higher  multiple  is  the  4%  of  sales  Gould 
spends  on  research  and  development — 
among  the  industry's  highest. 

A  basic  trouble  is  that  Gould  has  yet  to 
transcend  its  inheritance  of  batteries  and 
engine  parts,  which  together  still  ac- 
count for  reported  75%  of  profits.  Where 
GE  can  spend  multimillions  over  ten- 
year  periods  to  be  in  the  forefront  of  the 
newest  technological  breakthroughs, 
Gould's  business  is  essentially  making  a 
bit  better  widget  for  a  specific  need. 
Moreover,  in  electrical  equipment 
(which  now  accounts  for  53%  of  sales), 
Gould's  margins  are  well  below  industry 
averages,  largely  because  of  higher  man- 
ufacturing costs  stemming  from  overage 
facilities,  higher  labor  costs  and  in  some 
cases  plain  mismanagement. 

Cutting  manufacturing  costs  remains, 
therefore,  a  high  priority.  Count  Bill 
Ylvisaker  as  a  man  who  has  come  a  long 
way,  even  though  he  still  has  a  good  way 
to  go.  But  with  11  years  still  left  before 
he  reaches  retirement  age  and  with  such 
impressive  progress  already  under  his 
belt,  he  has  a  good  chance  of  getting 
closer  to  his  goal.  ■ 
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Sure  we've  spent 


a  lot 


uying  companies 


But  we've  spent 


even  more 


uilding  companies 


Northwest  Industries 
Capital  Investments -1968  to  1977 

Internal  Growth 
$850  million 


Acquisitions 
$570  million 


In  our  ten  year  his- 
tory we  have  invested 
$570  million,  including 
assumed  debt  to  acquire 
four  excellent  companies. 
To  people  who  follow 
conglomerates,  this 
amount  may  not  seem 
unusual. 

But  what  may  be  sur- 
prising is  the  fact  that 
we've  invested  even  more 
money,  about  $850  mil- 
lion, to  strengthen  the 
companies  we  already 
own. 


Why  is  this?  It's  be- 
cause— while  we're 
always  interested  in  mak- 
ing a  good  acquisition — 
our  first  priority  is  to  man- 
age well  the  companies 
we  already  own.  We  rec- 
ognize that  investment  of 
fixed  and  working  capital 
in  the  operating  com- 
panies is  critical  to  their 
future  success.  And  be- 
cause of  our  knowledge 
of  these  businesses  and 
their  managements,  we 
believe  these  investments 
carry  a  lower  risk  than 
most  acquisitions. 

These  investments  are 
a  major  reason  our  return 
on  average  common 


equity  has  moved  up 
steadily  over  the  years, 
reaching  20.3%  in  1977, 
compared  to  approxi- 
mately 15%  for  the 
Standard  &  Poor's  400. 
And  our  earnings  per 
share  have  compounded 
at  an  annual  rate  of  22.7% 
from  1968  to  1977— 
excluding  the  benefit  of 
our  acquisitions.  With 
acquisitions,  the  com- 
pound annual  growth 
rate  was  25.9%. 

No  Favorites 

We  try  to  make  inter- 
nal investment  decisions 
as  objectively  as  possible. 
None  of  our  companies 
has  an  inside  track  simply 
because  we've  owned  it 
longer,  or  because  it  may 
be  coming  off  a  highly 
profitable  year. 

We  carefully  review  the 
capital  projects  submitted 
by  each  of  our  com- 
panies. We  weigh  future 
market  trends.  And  add 
our  own  independent 
appraisal  of  each  situa- 
tion. But  our  goal  is  clear 
and  unmistakable.  We 
want  to  put  our  money 
where  it  will  bring  the 
greatest  return  com- 
mensurate with  risk.  Our 
investment  criteria  re- 
quire that  projects  hold 
the  likelihood  of  achieving 
a  discounted  cash  flow 
rate  of  return  of  more 
than  15%  after  taxes. 

Earnings  Protection 

These  investments 
have  materially  strength- 
ened our  companies. 
They  have  helped  to  pro- 
tect our  earnings  from 
the  cyclical  dips  that 
occur  in  some  of  our 
product  lines.  Despite  two 
recessions  our  earnings 
have  reached  record 
levels  for  eight  successive 
years. 


Our  return  on  average 
total  capital  has  also  ben- 
efited, reaching  13.8%  in 
1977.  And  beginning  in 
197 1 ,  we  have  increased 
our  dividend  each  year — 
from  $.50  to  $3.50  per 
common  share. 

A  Continuing  Program 

As  long  as  we  keep 
seeing  opportunities  to 
make  our  operations 
even  stronger— whether 
through  interna!  invest- 
ment or  by  acquisition— 
we'll  keep  allocating  the 
necessary  funds.  We 
think  there's  no  better 
way  to  assure  sound 
growth. 

We  believe  we  have  a 
story  to  tell.  To  learn  more 
about  us,  send  for  our 
annual  report  or  SEC 
Form  10-K.  Write  us  at 
6300  Sears  Tower, 
Chicago,  IL  60606. 


Northwest  Industries, lnG 


Men's  Fashions: 
Off-The-Peg  Profits 


What's  the  world  coming  to?  First,  young  men  discarded  blue  jeans  for 
three-piece  suits,  and  now  narrow  neckties  are  back.  Attribute  this 
throwback  to  what  you  will,  it's  making  men's  clothiers  very  happy. 


By  PAUL  W.  STURM 

John  Travolta  discoed  his  way  into  a 
Saturday  Night  Fever,  not  in  tight  pants 
and  a  turtleneck  sweater,  hut  in  a  three- 
piece  suit.  Courting  Annie  Hall,  Wood) 
Allen  bundled  himself  and  his  neuroses 
into,  not  blue  jeans  and  a  sweat- 
shirt, but  a  quiet  tweed  over  cor- 
duroy slaeks.  Now  comes  the 
straight-arrow  Chicago  Tribune 
launching  a  column  devoted  to 
men  s  fashions — in  its  business 
section.  What's  going  on  here? 

To  companies  that  make  tai- 
lored menswear.  these  media 
decisions  are  hopeful  portents  of 
a  swing  in  fashion's  eternal  pen- 
dulum, this  time  signaling  a  re- 
turn to  a  dressier  look  for  men. 
Textile  mills  have  lately  cut  den- 
im production.  Even  low-priced 
summer  suits  now  come  com- 
plete with  vests. 

Clothiers  could  stand  some 
good  news.  American  men 
bought  just  24  million  suits  last 
year,  fewer  than  in  1950.  Nearlj 
a  score  of  premium-priced  labels 
no  longer  exist.  Gone  from  U.S. 
haberdasheries,  along  with  $2.50 
neckties  and  2-inch  lapels,  are 
such  once-famous  brand  names  as  GGG, 
Hollywood,  Kuppenheimer  and  Mi- 
chaels-Stern. 

So,  if  the  demand  for  suits  does  re- 
turn, fewer  firms  are  in  a  position  to 
benefit.  Biggest  of  the  survivors  is  Chica- 
go-based Hart  Schaffner  &  Marx,  which 
steadily  expanded  production  as  its  mar- 
ket declined  and  competitors  closed 
their  doors.  Today,  HS&M  sells  under 
its  own  name  and  nearly  a  score  of  other 
brands.  Some  are  medium-priced  lines 
like  Austin  Reed  and  Johnny  Carson,  but 
most  are  top-quality  labels  such  as  Chris- 
tian Dior,  Hickey-Freeman,  Society 
Brand  and  W  alter-Morton. 

The  reviving  interest  in  a  "dressed- 
up"  look  could  turn  out  to  be  nothing 
more  than  a  short-term  interruption  of 
the  long-term  trend  toward  informality. 


Even  so,  something  else  could  help  suit 
sales  even  more.  "Demographics  are  fi- 
nally working  to  our  advantage,  sa\  s 
HS&M  President  Jerome  Gore.  "No  ba- 
bies were  born  during  the  Depression, 
so  during  the  Sixties  and  early  Seventies 
the  male  population  in  the  25-to-44  age 


bracket  actually  declined.  Those  are  the 
people  who  buy  our  products." 

Gore,  a  brisk  37-year  HS&M  veteran, 
tosses  across  his  desk  a  government  re- 
port that  shows  his  target  age  group 
spurting  35%  by  1990.  "We've  been  get- 
ting ready  for  that  growth  for  a  long 
time,'  he  explains,  "and  now  it  s  here." 
The  question  is:  Will  customers  who 
were  weaned  on  sports  shirts  and  cotton 
pants  be  w  illing  to  pay  for  suits  of  the 
sort  their  fathers  wore?  Real  hand  tailor- 
ing is  already  priced  beyond  the  reach  of 
the  masses  (see  box,  p.  86). 

Suits  priced  below  $100,  of  course, 
account  for  half  the  industry's  volume. 
But  HS&M  doesn't  go  after  this  bargain- 
basement  business,  where  foreign  coin- 
petition  keeps  margins  thin.  Its  strength 
is  at  the  top  of  the  spectrum.  In  the 


$200-and-up  price  range.  Hart  Schaffner 
brands  probably  account  for  more  than 
30%  of  total  sales. 

In  that  "quality"  market — over  $500 
million  a  year  at  retail — HS&M's  major 
competitor  is  shirtmaker  Cluett,  Pea- 
body  &  Co.'s  J.  Schoeneman  division, 
which  makes  private-label  suits 
for  stores  like  Bloomingdale  s 
and  Saks  Fifth  Avenue.  Third- 
ranked  L.  Greif  &  Co.,  a 
Genesco  subsidiary,  used  to  do 
the  same,  but  it  has  doubled 
sales  in  the  past  two  years  after  a 
switch  to  branded  garments  like 
the  Chaps  line  designed  by 
Ralph  Lauren  (see  box,  p.  88). 
Still.  HS&M  sells  more  premi- 
um-priced suits  than  those  two 
operations  combined. 

Hart  Schaffner  complements 
that  position  nicely  with  some 
274  specialty  stores,  which  make 
it  the  nation's  largest  menswear 
retailer.  Like  HS&M's  suits 
these  shops — many  acquired 
during  the  Thirties  when  owners 
couldn't  pay  for  suits  the)  had 
ordered — cater  to  a  broad  clien- 
tele. They  include  F.R.  Tripler 
and  Wallachs  in  New  York,  Bas- 
kin  and  Capper  &  Capper  in 
Chicago.  Hasting  s  in  San  Francisco  and 
Silverwoods  in  Los  Angeles. 

HS&M  has  avoided  a  problem  that 
plagued  budget  retailers  like  Bond  Indus- 
tries and  the  now-bankrupt  United  Mer- 
chants &  Manufacturers  Robert  Hall 
chain:  Its  stores  aren't  just  outlets  for 
company-made  clothing.  Though  they 
take  over  20%  of  the  firm's  production, 
they  also  handle  competing  brands.  And 
HS&M  is  currently  launching  its  fashion- 
oriented  R.J.  Boggs  shops — an  attempt  to 
transfer  to  menswear  some  of  the  success 
firms  like  The  Limited  Stores  have 
achieved  selling  to  young  career  women. 

Even  with  such  size  and  breadth; 
however,  HS&M  is  far  from  the  picture 
of  profitability.  Its  revenues  should  top 
$600  million  in  1978,  60%  from  retailing 
and  40%  from  more  lucrative  manufac- 
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How  deep  must  America  dig 
for  a  new  source  of  energy 7 


It's  no  secret  that  the  days  of  cheap,  abundant 
energy  are  gone.  Long  gone. 

But  we  also  know  that  electricity  — 
generated  from  non-petroleum  fuels  —  can  be 
used  to  power  just  about  everything  that  now 
runs  on  gas  and  oil. 

Question  is,  where's  the  money  going  to  come 
from  to  make  it  happen?  And  happen  soon. 

Well,  last  year  about  $232,000,000  of  it  came 
from  Southern  Company  common  stockholders. 

We're  one  of  the  major  integrated  electric 
systems  in  the  country  And  we've  got  the 
resources  to  reach  an  electric  economy 

Take  fuel,  for  example.  Already  over  80% 
of  the  electricity  supplied  by  the  Southern 
electric  system  is  generated  from  coal.  And 
we're  dedicated  to  methods  of  using  this  coal 
without  harm  to  the  environment. 

What's  more,  we're  perfecting  a  new 
technology  for  environmental  protection. 


Through  solvent  refining,  a  process  we've 
been  developing  jointly  with  the  Electric 
Power  Research  Institute  and  the  federal 
government,  most  pollutants  can  be  ' 
removed  from  coal.  Before  it  reaches  a 
power  plant  furnace. 

Planning  for  the  future  electric  economy 
also  requires  good  management  now.  In  the 
Southern  electric  system,  we're  working  with 
and  studying  the  best  techniques  in  energy 
management  and  conservation  to  help  get  us 
to  the  Electric  Economy 

But,  ultimately  it  gets  back  to  money.  And 
the  key  resource  of  all: 

The  investor. 

For  it  is  only  with  capital  investment,  and 
the  momentum  it  generates,  that  America  can 
make  the  trip  to  the  Electric  Economy 

And  make  it  without  digging  too  deep 
for  the  fare. 


The  Southern  Company;  Alabama  Power  Company;  Georgia  Power  Company; 
Gulf  Power  Company;  Mississippi  Power  Company;  Southern  Company  Services,  Inc. 


Southern  Company 


the  southern  electric  system 


The  Vanish- 
ing Art  Of 
Handwork 


"Costly  thy  habit  as  thy  purse 
can  buy  .  .  .  for  the  apparel  oft  pro- 
chums  the  man,"  Polonius  advised 
his  son.  It's  still  true,  but  hand- 
detailing,  the  essential  element  in 
well-tailored  habits,  is  getting  so 
costly  that  growing  numbers  of  men 
have  apparently  decided:  "The  hell 
with  it."  In  all  of  the  U.S.  only  three 
makers — HS&M's  Hickey-Freeman, 
Koracorp's  Oxxford  Clothes  and  pri- 
vately owned  Louis  Roth — still  turn 
out  suits,  jackets  and  slacks  with 
enough  handwork  in  them  to  earn 
the  top-of-the-line  accolade  "Grade 
6."  The  term  originated  in  union 
contracts  spelling  out  how  much 
workers  were  paid  for  various  hand 
operations.  At  the  bottom  was  Grade 
X — no  hand-tailoring — and  it  went 
on  up  through  the  numbers  to  six. 
Over  the  years,  as  machines  and 
technology  got  better  and  skilled  tai- 
lors got  scarcer,  the  lines  between 
grades  grew  fuzzy  and  in  some  cases 
have  vanished  altogether.  Jack  Mc- 
Donald, president  of  Oxxford,  still 
believes,  fervently,  that  there  are  men  who  will  pay  for 
quality,  but,  he  sighs,  "it  s  a  tough  game." 

The  drawing  shows  three  hand-details  that  mark  a 
Grade  6  suit: 

Shoulder  padding  and  armholes:  Padding  and  canvas 
lining  are  carefully  hand-layered  and  stitched  to  give  the 
shoulder  a  better  fit  without  puckered  seams.  Instead  of 
three  separate  layers,  cheaper  makes  sew  in  a  foam  padding 
by  machine. 

Collar  and  lapels:  The  soft  roll  of  the  lapel  and  collar  is 
achieved  by  as  many  as  3.000  tiny  "pad"  stitches,  done  by 


hand,  which  insure  that  they  will  snap  back  into  place 
even  after  repeated  wearings.  A  cheaper  suit  has  a  "fused" 
lining  and  its  shape  is  pressed  in.  Also,  a  premade 
"sandwich"  collar  is  set  in  rather  than  hand-built  into  the 
neck  and  lapels. 

Buttons:  A  Grade  6  cuff  has  four  buttons  that  barely 
touch,  or  "kiss,"  and  stand  erect  on  Irish  linen  thread 
shanks,  hand-sewn.  The  buttons  themselves  are  tradition- 
ally made  of  scarce  African  water  buffalo  horn  and  other 
natural  materials.  Less  costly  suits  may  have  plastic  but- 
tons, sewn  in  by  machine.  —  Flora  Ling 


turing.  But  the  company  earned  just 
$15.5  million  last  year— $300,000  less 
than  in  1969 — and  its  return  on  equity  is 
below  9%. 

"The  past  ten  years  have  been  tough.' 
explains  Executive  Vice  President  John 
Meinert.  like  Gore  a  man  who  rose 
through  the  company's  retail  division. 
"In  the  fall  of  1969,  we  scared  the  hell 
out  of  customers  by  suddenly  widening 
lapels  from  2  inches  to  4  inches.  On  top 
of  that  there  was  the  1970  recession.  We 
no  sooner  got  going  in  1973  than  along 
came  leisure  suits,  doubleknits  and  more 
problems  with  the  economy." 

Wall  Street  remembers  only  too  well. 
HS&M  shares,  like  those  of  many  appar- 
el makers,  missed  out  on  the  markets 
recent  rise.  Despite  its  low  0.3  debt/ 
equity  ratio  and  a  6%-plus  yield,  the 
stock  trades  at  seven  times  earnings  and 
little  more  than  half  of  book  value. 


Compared  with  the  makers  of  wom- 
en's clothes,  moreover,  menswear  man- 
ufacturers have  special  disadvantages. 
Minor  twists  in  fashion  leave  many  men 
unmoved,  and  major  changes  make  them 
downright  fearful.  Thus,  menswear  mak- 
ers have  no  chance  at  the  hefty  profits 
that  a  red-hot  ladies'  line  can  provide. 
And  demand  is  more  likely  to  drop  in  a 
slow  economy.  "When  a  man  thinks  his 
job  is  in  jeopardy,  says  Blyth  Eastman 
Dillon  &  Co.'s  Jeffrey  Edelman,  "he  ll 
put  off  buying  a  suit  long  before  he'll  tell 
his  wife  not  to  buy  a  new  dress." 

Those  fundamentals  won't  change. 
Also,  despite  improving  demographics, 
HS&M  has  other  problems.  Its  emphasis 
on  workmanship  and  middle-of-the-road 
styling  may  not  mesh  with  the  new 
breed  of  customers.  Already,  jeans  man- 
ufacturers like  Blue  Bell  and  Levi 
Strauss     offer     mix-and-match  outfits 


priced  just  over  $100  that  are  suits  in 
everything  but  name.  And  the  largest, 
fastest-growing  segment  of  the  tailored 
suit  business  is  in  the  machine-sewn 
$150-to-$200  price  range.  HS&M 
doesn  t  dominate  there:  Palm  Beach  Co. 
and  Phillips-Van  Heusen's  Cricketeer 
are  major  competitors. 

In  the  over-$200  category  ,  something 
else  is  happening.  A  two-piece  Dacron- 
and-wool  summer  suit  that  sold  for  S120 
ten  years  ago  now  costs  $225 — with  few 
major  changes  in  design  or  construction. 
There-  are  still  such  features  as  individ- 
ually sewn  armholes,  which  take  eight 
minutes  of  a  worker's  time  at  a  piece- 
work rate  of  over  $1  per  garment. 

Against  that,  consider  the  success  of 
Intercontinental  Apparel,  owned  by 
New  York  City  McDonald  s  hamburger 
franchisee  John  Kornblith.  During  the 
past  decade,  while  all  those  oldline  com- 
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NCR's  Dick  Pelleriti  and  the 
Manufacturers  Hanover  Trust 

Company  speak  the  same 
language ...  banking. 

When  Dick  Pelleriti  talks  about  banking  systems,  the  Manufacturers 
Hanover  Trust  Company  understands.  That's  because  Dick  knows  the 
banking  business  as  well  as  he  knows  his  business,  NCR  computer  systems. 

Dick  and  a  team  of  NCR  system  specialists  helped  the  bank  implement  an 
online  Customer  Integrated/Reference  File  (CIRF)  system.  It  makes  customer 
information  instantly  available  to  appropriate  bank  personnel  on  request. 

This  online  CIRF  system  is  helping  Manufacturers  Hanover  Trust 
Company  respond  faster  to  their  customers'  needs  and  increase  employee 
productivity.  This  increased  speed  and  efficiency  has  helped  the  bank 
improve  customer  service  and  lower  operating  costs. 

The  specialized  knowledge  of  people  like  Dick  Pelleriti  is  part  of  every  NCR 
computer  system.  It's  a  major  reason  why  NCR  is  a  leader  in  the  field  of 
general  purpose  computer  systems  worldwide.  At  NCR  we  make  it  our 
business  to  know  yours. 


Banking  is  NCR 's  second  language  worldwide. 

□HQ 
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Complete  Computer  Systems 


Ralph  Lauren's  Polo  Game 

As  A  kid  growing  up  in  the  Bronx, 
N.Y.,  Ralph  Lifshitz  was  some- 
thing of  an  oddball  in  his  set.  "My 
friends  were  the  hoods  wearing 
motorcycle  jackets,"  he  recalls, 
"but  I  was  wearing  tweed  bermu- 
das  and  button-down  shirts."  At 
17,  Lifshitz,  by  then  Ralph 
Lauren,  broke  into  the  rag  trade 
hanging  up  returns  for  Alexander  s 
in  the  Bronx.  His  career  as  a  de- 
signer began  in  1967,  with  a  neck- 
tie. Not  the  skinny  2%-inch  piece 
of  thin  silk  that  prevailed  in  the 
Sixties,  mind  you,  but  an  outra- 
geous 3Vz  inches  of  textured  fab- 
ric. That  tie  became  the  rage,  and 
on  the  strength  of  it  Lauren  in 
1968  launched  his  own  company, 
Polo.  Inc. 

Today,  at  39,  Ralph  Lauren  is  at 
the  top  of  the  heap,  and  sitting 
pretty.  He's  the  only  American 
designer  who  manufactures  (he 
bought  Lanham  Clothing  in  1978) 
as  well  as  licenses  his  designs. 
He  s  the  first  one  to  cross  over — 
successfully,  thus  far — to  the  fero- 
ciously competitive  women's 
ready-to-wear  business.  (Bill  Blass 
made  his  mark  in  women's  fashion 
first,  then  moved  into  menswear.) 
And  he's  making  lots  of  money  at  Lauren  Of  Polo,  Inc.:  Neither  seminal  thinker,  nor  daring  innovator,  but  rather 
it.  In  1975  he  paid  off  his  original  a  gifted  reinterpreter  of  the  classics  .  .  .  and  doing  nicely  at  it. 

backer,  Norman  Hilton,  who  came   

away  with  $700,000  on  an  original 


investment  of  850,000.  This  year  Polo.  Inc.  will  net  $1.9 
million  on  gross  sales  of  $65  million. 

Lauren  is  neither  a  seminal  thinker  about  fashion  like, 
say.  Pierre  Cardin,  nor  a  daring  innovator  like  Rudi 
Gernreich  of  topless  bathing  suit  fame.  Rather,  he  couples 
his  own  tastes  with  a  shrewd  sense  of  what  well-heeled 
men  want  to  look  like — for  now:  "new  traditionalism, 
which  is  like  the  old  Ivy  League  but  more  romantic." 

Building  Polo.  Inc.  has  been  no  snap.  From  a  scratch 
start,  sales  grew  in  five  years  to  $13  million  and,  he  says, 
"I  almost  blew  my  business — I  wasn't  shipping  on  time 
and  had  problems  delivering."  After  some  fast  rethinking, 
the  company  drastically  reduced  the  number  of  its  distri- 
bution outlets  and  stepped  up  its  sales  volume.  Peter 
Strom,  executive  vice  president-operations,  says  of  the 
change,  "We  had  400  accounts  in  1974.  Now  we  have 
triple  the  volume  with  less  than  half  the  account  list.  But 


we're  in  the  very  best  stores  in  the  country."  Lauren's 
Polo  line  for  men  is  decidedly  upscale:  suits  starting  at 
$400.  sports  jackets  just  under  $300. 

Lauren  has  gone  into  licensing  in  a  big  way.  He  intro- 
duced a  popular-priced  men  s  clothing  line.  Chaps,  made 
by  L.  Greif  &  Co.  He  has  gone  into  Chaps  shirts  with 
Hathaway — the  shirts  alone  will  do  $6  million  in  1978. 
Warner/Lauren  Ltd.,  a  division  of  Warner  Communica- 
tions, introduced  a  line  of  fragrances  this  year.  Polo  for 
men  and  Lauren  for  women.  Soon  to  come  is  an  all-black 
luggage  line. 

One  day  last  month  Lauren  was  wearing  a  butter-soft 
leather  shirt,  jeans  and  gold-tipped  cowboy  boots,  and 
thus  it  came  as  no  surprise  to  learn  that  his  top-of-the-line 
Polo  stuff  next  fall  will  reflect  a  decidedly  Western  influ- 
ence. Says  Lauren:  "I  believe  Western  is  as  real  as  Harris 
tweed — classic,  ageless  and  yet  youthful.'   —  Flora  Ling 


petitors  of  HS&M  were  dying.  Intercon- 
tinental grew  from  nothing  to  $25  million 
a  year  selling  U.S. -made  suits  cut  in  a 
distinctly  "Continental"  way.  Under  the 
Pierre  Cardin  label,  they  now  retail  for 
up  to  $300  a  copy. 

This  slimmer-cut  European  look  is  not 
easily  dismissed  as  a  fad:  Among  younger 
buyers,  it  may  already  account  for  40%  of 
the  market.  "Sure,  a  $225  Hart  Schaffner 
suit  is  made  better  than  ours,  but  for  the 
same  price  we  put  more  into  style  and 


fabrics,"  says  Intercontinental's  Sales 
Manager  Nicholas  DeMarco. 

Tailors  deplore  the  rise  of  machine- 
sewn  suits — it's  "cutting  corners" — but 
most  prospective  customers  can't  spot 
the  difference  except  on  the  price  tag. 
This  puts  HS&M  in  a  curious  position. 
Apparel  industry  standards  were  set  in  a 
time  when  men  wore  suits  day-in.  day- 
out  and  kept  them  for  years.  Then,  be- 
cause labor  was  cheap  and  technology 
was  costly  and  unreliable,  hand-tailoring 


meant  quality.  Now  that  is  far  less  often 
the  case.  Machine-sew  ing  has  improved. 
Men  wear  suits  less  often  and  tend  to 
replace,  them  sooner. 

Hart  Schaffner  6c  Marx  has  survived 
91  years  in  a  tough  business  by  doing  the 
old  things  better  and  more  efficiently.  It 
still  aims  to  please  a  clientele  that  cares  a 
lot  about  fit  and  feel.  But  will  tomorrow's 
customers  still  pay  for  these  niceties? 
Chances  are  strong  that  price  and  fashion 
will  sell  more  suits.  ■ 
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}ur  seats  are  made  for  counting  sheep. 


.very  one  of  our  first-class  seats 
3vered  with  a  whole  lambswool 
ce.  And  as  far  as  we're  concern- 
nothing  else  has  ever  been  in- 
ted  that's  so  gentle  to  the  skin, 
so  nice  to  cuddle  up  with. 
VTien  you're  flying  half-way 
und  the  globe,  that  makes  all 
difference  in  the  world, 
^nd  while  you're  napping,  our 


thoughtful  cabin  crew  is  busy 
anticipating  your  every  wish— 
whether  it's  a  glass  of  wine,  a  plate 
of  fresh  trout  genobloise,  a  mid- 
night cheese  and  fruit  tray,  or  sim- 
ply being  left  alone  to  read  or  think. 

Every  night  of  the  week,  one  of 
our  big,  luxurious  DC-lOs  flies  from 
Los  Angeles  to  Our  South  Pacific. 
To  our  New  Zealand  home. 


Then  on  to  Australia. 

We  also  fly  to  our  other  special 
islands— Tahiti,  Fiji,  and  Rarotonga. 

So  on  your  next  South  Pacific 
flight,  make  sure  you  arrive  well-fed 
and  well-rested. 

Your  travel  agent  or  corporate 
travel  department  can  arrange  it. 
Or  simply  call  us  toll-free  at  (800) 
421-0066.  In  California,  (800)  252-0101. 


air  new  zeaiana 


ANOTHER 
SATISFIED 

CUSTOMER. 


The  Taj  Mahal  is  air  conditioned 
by  Carrier.  And  so  is  the  Malaysian 
Parliament,  part  of  the  Kremlin 
and  Madame  Tussaud's  Wax  Works, 
where  keeping  cool  has  a  special 
importance. 

Since  Carrier  first  air  conditioned 
a  Japanese  silk  mill  over  70  years 
ago,  we've  become  the  world's  leader 
in  air  conditioning.  By  far. 

Today,  more  and  more  areas  of 
the  world  are  developing,  building, 
modernizing.  Standards  of  living  are 
rising.  In  some  places,  air  conditioning 
has  become  a  necessity.  In  others, 
it  is  finally  an  affordable  luxury.  And 
Carrier  International  Corporation, 
a  subsidiary  of  Carrier  Corporation, 
is  there  —  in  125  countries. 

We  have  the  plants,  distributors 
and  dealers  to  supply  products,  parts 
and  service  where  they  are  needed, 
when  they  are  needed.  We  design  our 
equipment  to  work  efficiently  under 
local  conditions.  Our  facilities  are 
managed  and  staffed  by  local  people 
who  understand  their  markets  best. 
And  we  train  them.  Thousands  of 
them.  Half  of  all  the  students  trained 
at  Carrier  headquarters  in  Syracuse, 


New  York,  are  from  overseas. 

Satisfying  the  global  demai 
air  conditioning  shows  you  ho 
think.  Besides  the  widest  rang 
high-efficiency  heating  and  cc 
equipment,  Carrier  Corporati 
deals  in  many  other  ideas  the 1 
can  use.  Ideas  that  are  at  work 
gas  and  petrochemical  produc 
inks  and  coatings;  refrigeratio: 


ar  power,  food  processing  and 
3ort;  automotive  paints  and 
waste  handling;  and  electronics. 
tn  separate  divisions,  operating 
.  countries,  serving  hundreds 
rkets. 

Ve've  built  a  strong,  growing 
ess  by  helping  to  expand  the 
I's  supply  of  energy  and  by  help- 
eople  to  use  it  more  efficiently. 


Need  to  air  condition  a  gold  mine  in 
Africa  or  refrigerate  a  shipload  of 
mutton  between  Australia  and  Iran? 
We  can  satisfy  you. 


Carrier 

Corporation 

Carrier  Tower 
Syracuse.  N  Y  13221 


CARRIER  CORPORATION.  ENERGY  IDEAS  AT  WORK. 


Minis  Vs. 
Service  Bureaus 


The  success  of  minicomputers  is  a 
challenge  to  computer  service  bureaus. 


Evtry  good  boxer  knows  that  he  must 
learn  to  roll  with  the  punch;  the  champi- 
ons learn  to  hit  back.  So  it  is  with  the 
computer  service  bureaus.  Some  are 
rolling  with  the  competitive  punch  of 
minicomputers,  while  others,  the  poten- 
tial champs,  are  coming  up  with  a  coun- 
terpunch  of  their  own. 

A  service  bureau  gives  its  customers 
access  to  a  big  computer,  usually  its  own. 
sharing  the  time  of  the  big  machine 
among  many,  many  users.  With  mini- 
computers getting  smarter  and  cheaper, 
who  needs  service  bureaus? 

But  the  service  bureaus  are  not  about 
to  roll  over  and  die.  In  the  past  three 
months,  three  of  the  most  advanced 
ones,  including  industry  leader  Auto- 
matic Data  Processing  revenues:  $245 
million),  have  announced  they  will  begin 
selling  or  leasing  minicomputers. 

The  service  bureau  business  is  a  good 
one.  Last  year  corporate  customers  paid 
some  S4.1  billion  to  the  2.000  or  so 
computer  service  bureaus  for  data  ser- 
vices ranging  from  very  sophisticated 
analyses  to  standard  business  account- 
ing, the  bread  and  butter  of  the  industry. 
Ten  years  ago.  the  market  was  a  mere 
S-500  million  to  $600  million. 

But  with  International  Business  Ma- 
chines selling  small  business  computers 
for  as  little  as  $34,000  and  with  micro- 
computers like  Data  General  s  CS  20 
which  uses  more  advanced  Cobol  pro- 
gramming language1  selling  for  less  than 
$14,000.  the  economics  have  changed. 

"We  had  been  looking  at  computers 
over  the  years,  says  Melvin  Golder.  vice 
president  of  United  Supply  Co.,  a  $5- 
million  home  improvement  and  plumb- 
ing supply  distributor,  "  but  they  were  so 
high  that  we  couldn  t  afford  one."  In- 
stead. United  contracted  for  computer 
services  for  about  $1,000  a  month.  Last 
month.  United  bought  a  mini  for  $65,000 
including  programming.  "It'll  be  paid  for 
in  five  years,"  says  Golder. 

Center  Laboratories,  a  $2. 2- million 
Long  Island-based  drugmaker.  has  had  a 
similar  experience.  "And,"  says  Control- 
ler Leonard  A.  Ruvolo,  "we  re  doing 


things  we  couldn  t  do  before,  like  keep- 
ing records  on  process  costs  and  other 
cost-accounting  things. 

Big  Automatic  Data  Processing  plans 
to  meet  the  challenge  by  renting  large 
minicomputers  made  by  Digital  Equip- 
ment Corp.  w  hich  will  be  used  only  with 
ADP  programs.  "We  can  t  afford  to  be 
complacent  about  this,  says  ADP  Chair- 
man Frank  R.  Lautenberg,  "because  the 
mini  is  a  serious  competitive  inroad. 

But  a  threat  to  ADP  is  that  many  of  the 
minis  now  offered  come  complete  with  a 
software  package  that  includes  all  the 


business  programs  most  users  would 
want.  Key  data  Corp..  which  specializes 
in  service  bureau  work  for  the  distribu- 
tion industry,  is  selling  a  minicomputer 
complete  with  software  specialized  for 
the  industry.  And  Itel  Corp..  which  of- 
fers a  full  range  of  bureau  services,  now 
also  offers  a  Data  General-made  mini 
under  its  owti  name,  with  software  and 
financing  to  boot. 

Some  of  the  larger  bureaus  have  an 
ace  in  the  hole — their  netw  ork  and  data- 
base services.  "We  can  do  things  with 
the  senice  bureau  that  minis  can't,"  says 
Robert  Kleinert.  president  of  The  Ser- 
vice Bureau  Company,  a  division  of  com- 
puter manufacturer  Control  Data  Corp 
"For  example,  for  the  brokerage  indus- 
try, we  have  all  of  yesterday's  stock  mar- 
ket transactions  on  our  machine  today. 
They  access  by  a  terminal  in  their  office. 
For  each  brokerage  to  owti  and  update 
its  own  minicomputer  would  be  prohibi- 
tively expensive." 

Companies  like  Control  Data,  General 
Electric.  NCSS.  Itel  and  others  that  offer 
netw  ork  services  on  top  of  database  ser- 
\ices  should  fare  even  better  with  the 
growth  of  minicomputers.  "The  in- 
creased use  of  minicomputers  will  mean 


an  increase  in  the  use  of  our  Call  Linl 
network."  says  Control  Data  s  Kleinert 
Adds  William  R.  Hoover,  president  anc 
chairman  of  $277-million  i  sales)  Comput 
er  Sciences  Corp..  "A  network  service 
allows  companies  with  multiple  data  pro 
cessing  facilities  to  expand  them  virtually 
without  limit. 

What  a  network  does  is  link  all  of  < 
user  company  s  computers  so  that  infor 
mation  and  computing  power  can  b< 
shared.  Smaller  individual  machines  car 
be  used,  at  a  cheaper  initial  cost,  withou 
losing  computing  power  that  may  be 


needed  for  peak  processing  loads  or  spe 
cial  applications.  Often  the  network  wil 
include  a  link  to  the  service  bureau  com 
puter  for  access  to  special  programming 
or  a  database.  The  ability  to  offer  botf 
database  services  and  an  effective  net- 
work gives  the  big  firms  a  strong  uppei 
hand.  The  little  outfits  are  just  too  smal 
to  be  able  to  offer  these  lands  of  services 
Says  Paul  R.  Leadley.  general  managei 
of  GE  s  information  services  division. 
"We  have  an  international  network  witr. 
21  countries  outside  the  U.S.  We  offei 
local  dialing  in  600  cities  around  the 
world.  The  small,  local  service  bureau* 
hav  e  to  be  doomed. 

So.  good-bye  to  many  of  the  nearly 
1.200  mom-and-pop  operations  that  have 
flourished  during  the  past  15  or  sc 
growth  years.  The  little  shops  will  be 
gobbled  up  by  the  big  ones,  accelerating 
the  trend  of  the  past  few  y  ears  that  has 
seen  the  number  of  bureaus  cut  in  half. 

Laments  Donald  C.  Aronson.  a  con- 
sultant with  Quantum  Science  Corp..  a 
New  York-based  market  research  firm, 
This  is  a  y  oung  industry  ,  and  w  e  re 
predicting  growth  w  ell  bey  ond  1980.  but 
with  today  s  competition  it's  no  longer  an 
easy  way  to  make  money."  ■ 


".  .  .  The  little  shops  will  be  gobbled  up  by  the  big  ones, 
accelerating  the  trend  of  the  past  few  years  that  has 
seen  the  number  of  bureaus  cut  in  half  .  .  ." 
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Statistical  Spotlight 


Home 


Sweet  Mortgage 

i —  ~  ■  

Two-Way  Street 


15 


10 


Most  people  have  been  — 

conditioned  to  expect  housing 
prices  to  rise  faster  than 
inflation  and  rents.  


THE  PRICE  OF 
.  NEW  HOMES*. 


*Yearly  Averages 


However,  as  the  chart 
.shows,  that  isn't  always  _ 
the  case.  In  fact,  in  1970 
home  prices  even  declined. 
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Do  THE  PRICES  of  single-family  homes, 
unlike  the  prices  of  stocks,  only  go  up? 
Most  people  seem  to  think  so  today. 
When  most  people  think  anything — at 
least  about  business — most  people  are 
usually  wrong. 

It's  the  old  snare  of  projecting  a  cur- 
rent trend  indefinitely  into  the  future. 
Last  year  the  price  of  the  average  new 
single-family  home  jumped  12.5%,  to 
$54,000.  By  the  end  of  March  it  went  up 
another  8%,  to  $58,400.  No  wonder  peo- 
ple are  willing  to  borrow  at  9%  and  more 
to  own  a  house..  But  is  the  best  part  of 
the  price  surge  behind  us?  Could  be. 

Everyone  is  familiar  with  the  argu- 
ments in  favor  of  buying  a  house  at  near- 
ly any  cost.  Less  familiar  are  the  argu- 
ments for  caution.  Because  he  argues  for 
caution,  Charles  Kirkpatrick,  until  re- 
cently market  strategist  for  Wall  Street's 
Lynch,  Jones  &  Ryan  and  coauthor  of  the 
Burns-Kirkpatrick  Letter,  is  worth  lis- 
tening to. 

Kirkpatrick  has  attempted  to  explain 
the  huge  rise  in  home  prices  over  the  past 
35  years  (particularly  since  1970)  by  in- 
creases in  every  conceivably  related  vari- 
able: population  density,  family  income, 
the  rate  of  inflation.  In  vain.  None  seems 
to  adequately  account  for  the  home  price 
surge.  His  conclusion:  Housing  has  been 
the  subject  of  a  full-scale  mania. 

"Whenever  you  have  something,"  he 
explains,  "that  is  increasing  in  price  at  an 
enormous  rate  and  is  being  fueled  by 
even  more  rapidly  increasing  debt,  and 
everyone  is  convinced  that  the  price  can't 


go  down,  and  that  the  increased  cost  of 
that  debt  is  immaterial  because  the  pro- 
jected price  is  superior  to  that  cost, 
you've  got  yourself  a  mania  very  similar  to 
the  stock  market  back  in  1929."  Or  tulip 
bulbs.  Kirkpatrick  maintains  that  the  in- 
crease in  the  rate  of  home  prices  is  so 
astronomical,  relative  to  anything  else  in 
the  economy,  and  is  being  financed  by- 
such  an  enormous  increase  in  debt,  that  it 
is  unsustainable.  "There's  a  lot  of  argu- 
ment about  number  of  family  formations, 
rent  costs,  building  costs  and  availability 
of  mortgage  money.  All  sorts  of  argu- 
ments as  to  why  the  boom  will  continue. 
But  practically  speaking,  it's  ridiculous  to 
assume  it  will." 

Kirkpatrick  foresees  a  virtual  collapse 


in  the  housing  market,  with  prices  drop- 
ping 65%  or  75%.  "The  percentage  de- 
clines after  manias  are  enormous,"  says 
Kirkpatrick.  What  could  more  probably 
evolve  is  just  a  period  in  which  houses  no 
longer  appreciate  in  value  as  fast  or  faster 
than  inflation  eats  the  gain.  The  guy  who 
borrowed  $10,000  20  years  ago  on  a 
$30,000  house  that's  now  worth  $75,000 
is  in  good  shape.  But  more  recent  buyers 
probably  won't  fare  as  well. 

"My  personal  opinion,"  says  Kirkpat- 
rick, "is  that  housing  prices  have  already 
peaked.  What's  doing  it  is  your  tight 
money.  As  happens  in  the  stock  market, 
once  you  start  your  decline,  it's  very  slow 
and  very  quiet.  You  don't  have  many 
transactions.  Your  bids  just  aren't  there 
anymore.  People  can't  afford  it  because  of 
the  interest  rates,  or  the  prices  them- 
selves are  too  high." 

Kirkpatrick  thinks  stocks  are  a  hell  of  a 
buy  compared  to  new  single-family 
homes.  Kirkpatrick  is  in  the  brokerage 
business.  His  advice  is  not  entirely  disin- 
terested. But  neither  is  that  of  real  estate 
six-percenters. 

Kirkpatrick  has  a  point.  In  1974  and  in 
1970  and  in  the  mid-Sixties,  there  were 
times  when  houses  were  hard,  if  not 
impossible,  to  sell.  There  wasn't  a  dra- 
matic collapse  of  house  prices  as  in  the 
stock  market.  Prices  remained  high,  but 
houses  didn't  move;  dwellings  that  today 
will  move  in  a  few  days  would  stay  on  the 
market  for  months.  (But  let  a  buyer  come 
along  with  a  fistful  of  cash  and  a  desperate 
seller.  .  .  .)  Home  prices  never  drop? 
General  Motors  stock  would  never  drop  if 
sellers  held  it  off  the  market  until  they  got 
their  price.  ■ 


Nearing  The  Limit? 

Borrowing  by  consumers,  largely  for  home  buying,  has  been  a 
neccessary  fact  of  life  in  the  inflationary  postwar  period.  The 
question  is:  How  much  more  debt  can  individuals  incur  when 
such  debt  accounts  for  nearly  70%  of  disposable  personal  income. 
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The  Banks 


An  III  Wind  With 
Good  Consequences 


THE  aki  a i a  bkkt  l  ami:,  which  reflected 
little  credit  on  anyone — Lance,  regula- 
tors, banking  practices  and  the  Carter 
Administration's  judgment — is  having  its 
beneficial  side  It  persuaded  those  who 
regulate  banking  to  coordinate  efforts 
rather  than  continue  to  pull  in  different 
directions  as  they  have  done  for  years. 

The  final  charge  sheet  against  Lance 
was  itself  the  joint  work  of  two  federal 
bodies  which,  in  the  past,  have  often 
worked  at  cross-purposes,  competing 
rather  than  cooperating — the  Securities 
&  Exchange  Commission  and  the  Comp- 


disclosure  laws,  it  marked  the  first  time 
ever  that  the  SEC  and  the  Comptroller 
of  the  Currency  joined  together  in  an 
action  against  a  bank.  The  legal  docu- 
ments were  a  combined  effort  of  the 
hitherto  jealous  securities  and  banking 
agencies. 

In  1973,  when  San  Diego's  U.S.  Na- 
tional Bank  was  being  looted  by  Nixon's 
pal  C.  Arnholt  Smith,  the  Comptroller 
and  the  SEC  fought  tooth  and  nail  to  see 
who  would  handle  the  situation.  The 
Comptroller's  plan  was  to  keep  the  bank 
in  operation  while  trying  to  recover 


vestigation  began  that  they  must  wor 
together  to  come  up  with  a  mutuall 
acceptable  solution.  The  career  official 
of  both  agencies  felt  certain  the  tw 
could  never  pull  together.  Under  consi: 
tent  prodding  of  their  bosses,  howevei 
the  bureaucrats  overcame  their  susp 
cions  and  a  coordinated,  cooperativ 
program  was  achieved. 

This  was  a  far  cry  from  the  situation  i 
1962  when  Comptroller  James  J.  Saxo 
tried  to  assume  supervisory  authorit 
over  the  activities  of  foreign  branches  ( 
national  banks  which  had  always  com 


Heimann,  Miller  And  Williams  (left  to  right):  Coordinating  efforts  remarkably  well,  despite  old  interagency  squabbles. 


troller  of  the  Currency. 

Harold  Williams,  the  SEC  chief,  Fed- 
eral Reserve  Board  Chairman  G.  Wil- 
liam Miller  and  Currency  Comptroller 
John  G.  Heimann  are  all  three  outspo- 
ken, independent  men.  But  they  have 
been  working  together  remarkably  well, 
discussing  their  mutual  problems  and 
compromising  on  joint  solutions.  Robert 
H.  McKinney,  chairman  of  the  Federal 
Home  Loan  Bank  Board — the  savings 
and  loan  regulator — sometimes  goes  his 
own  way,  but  less  often  than  his  prede- 
cessors did. 

When  Bert  Lance  and  his  two  banks, 
National  Bank  of  Georgia  and  Calhoun 
First  National  Bank,  were  charged  with 
violations  of  the  antifraud  and  securities 


credit  losses  to  levels  that  would  permit 
the  bank  to  continue  as  a  going  enter- 
prise. Depositors,  as  creditors,  would  be 
protected — including  those  whose  de- 
posits were  in  excess  of  the  Federal  De- 
posit Insurance  Corp.  prevailing  guaran- 
tee of  $20,000. 

SEC  staff  and  the  commissioners  dis- 
agreed. They  wanted  to  protect  the  in- 
vestors whose  assets,  they  insisted,  were 
being  dissipated.  After  five  months  of 
pressure  by  the  SEC,  the  Comptroller 
declared  U.S.  National  insolvent. 

Each  agency  was  protecting  its  own 
constituency.  And  its  own  power. 

By  contrast,  Williams  and  Heimann 
told  their  staffs  six  months  ago  when  the 
Lance-National  Bank-Calhoun  Bank  bl- 


under the  Federal  Reserve  Board.  He 
mann  describes  the  dispute  between  th 
two  banking  agencies  as  "a  confront* 
tion."  William  McChesney  Martin,  the 
chairman  of  the  Fed.  w  ent  to  then  Tre« 
sury  Secretary  C.  Douglas  Dillon  an 
insisted  that  the  infant  Eurodollar  mai 
ket  posed  problems  of  monetary  policv 
not  bank  safety,  and  demanded  that  ji 
risdiction  should  remain  with  the  Fed. 

Dillon  supported  the  Fed,  overrulin 
the  Comptroller  (which  was  and  still  i 
an  organization  within  the  Treasury  Dt 
partment)  and  gave  the  powerful  Fe 
chief  the  authority  to  regulate  foreig 
branches  of  all  banks,  including  those  c 
nationally  chartered  banks  which  noi 
mally  report  to  the  Comptroller. 


9^ 
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In  subsequent  administrations,  reta- 
ins between  the  Fed  and  the  Comp- 
iler have  not  been  much  smoother, 
une  Board  members  say  that  when  Ar- 
ur  F.  Burns  was  chairman,  he  was 
luctant  to  share  responsibilities  with 
e  Comptroller. 

Working  with  Miller  is  easy  for  Hei- 
inn.  Typical  of  the  casual  give-and- 
<e  relationship  of  both  men  is  that  they 
t  down  at  breakfast  in  April,  not  long 
er  Miller  was  confirmed  as  chairman 
the  Board,  and  agreed  that  the  largest 
altinational  bank  holding  companies 
present  problems  of  overlapping  re- 
onsibility.  They  decided  to  work  out  a 
stem  involving  some  cooperation. 
This  was  not  easy.  Banking  laws  are  a 
st,  frequently  conflicting  patchwork, 
ke  bank  holding  companies.  By  law 
?y  are  regulated  by  the  Federal  Be- 
rve.  But  a  holding  company's  national- 
chartered  bank  subsidiary  would  come 
der  the  Comptroller.  Some  state-char- 
■ed  banks  belong  to  the  Federal  Be- 
■ve  System;  others  are  regulated  by 
i  Federal  Deposit  Insurance  Corp. 
id  there  were  jurisdictional  conflicts 
en  within  the  Fed  system,  which  con- 


sists of  12  different  district  banks.  A  big 
bank  could  have  its  headquarters  in  one 
area  and  Edge  Act  branches  in  others. 
Which  Fed  is  in  charge  of  each  office?  A 
similar  pattern  exists  in  the  comptroller's 
office,  in  which  there  are  14  regional 
administrators. 


".  .  .  When  Burns  was  Fed 
chairman  he  was  reluctant 
to  share  responsibilities 
with  the  Comptroller .  .  ." 


The  regulators  solved  the  holding- 
company  muddle  by  putting  all  of  the 
operations  of  each  one  of  the  largest 
multinational  bank  holding  companies 
under  the  jurisdiction  of  a  specific  Fed 
district.  The  Comptroller,  meanwhile,  is 
studying  plans  to  centralize  its  supervi- 
sion of  the  largest  multinational  banks. 

The  three  federal  bank  regulatory 
agencies — the  Fed,  the  Comptroller  and 
the  FDIC — have  also  adopted  a  Uniform 
Interagency  Bank  Bating  System  that 
uses  a  single  standard  for  examination 


This  may  just  be  the  time  to  get  away  from 
it  all  and  earn  daily  tax-free  income*  from  a 
portfolio  of  high  quality  municipal  bonds 
managed  by  Scudder.  Stevens  &  Clark.  We 
have  over  50  years  of  investment  counsel 
experience  in  municipal  bonds.  Send  for 
our  free  informative  booklet  today 

•  Tax-free  income  daily 

•  Portfolio  quality 

•  Diversification 

•  No  sales  charges 

•  $1 ,000  minimum  investment 

•  Convenience  &  Liquidity 

Call  800-225-2470  anytime,  toll-free 
In  Mass.  call  collect  (617)  482-3990 


and  has  a  single  rating— ranging  from 
one  to  five — for  describing  the  sound- 
ness of  each  institution.  Group  one  is  the 
best  and  group  five  is  the  weakest.  The 
ratings  cover  the  quality  of  capital,  as- 
sets, management,  earnings  and  liquidi- 
ty. (These  ratings  will  not  be  made  pub- 
lic, because  all  regulators  agree  that  this 
would  tend  to  create  problems  in  public 
attitudes  toward  sound,  but  lower-rated 
banks.) 

Boger  E.  Birk,  president,  Merrill 
Lynch  &  Co.,  which  already  operates  an 
international  bank,  owns  real  estate  de- 
velopers and  has  credit  card  arrange- 
ments with  a  domestic  bank,  agrees  that 
such  cooperation  is  necessary  for  the 
public  interest. 

"The  goal  of  government  leadership 
should  be  to  offer  the  public  the  widest 
possible  competition  among  all  partici- 
pants, subject  to  equal — and  evenly  ap- 
plied— regulations." 

Amen.  Whatever  else  the  Carter  Ad- 
ministration may  or  may  not  have  accom- 
plished, it  did  appoint  men  in  the  bank- 
ing sphere  who  were  able  to  put  the 
public  interest  above  the  parochial 
claims  of  their  own  fiefdoms.  ■ 


|  SCUDDER" 

I     SCUDDER  STEVENS&. CLARK  INVESTMINT  COUNSEl 

I  Scudder  Fund  Distributors.  Dept  #55G 

Scudder  Managed  Municipal  Bonds 
|  1 75  Federal  Street ,  Boston .  MA  021 1 0 

|     Please  write  or  call  for  a  free  booklet 

■  and  prospectus  containing  more  com- 
plete  information,  management  fee 

I  charges  and  expenses.  Read  them 
|  carefully  before  you  invest  or  send 

■  money. 

Name  

Address  

I  City  

I  State  Zip  


Scudder  Managed 
Municipal  Bonds. 

"While  a  substantial  portion  ot  the  income  will  be  exempt  trom  Federal  Income  Tax.  investors  may  be  subject  to  some  state  or  local  tax 


Summer  of  78: 
time  for  tax-free  income 
from  Scudder. 
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Z  stands  for  ZIP  Codes, 
and  zeroing  in  on  the 

markets  that  buy 
the  most  of  the  best. 


Affluence  has  its  geography. 

A  mere  20%  of  the  nation's  residential  ZIP  Code 
areas  buy  73%  of  all  the  California  chablis  sold  in 
America,  57%  of  all  the  dishwashers,  47%  of  the  top- 
selling  Scotch,  43%  of  all  the  life  insurance  policies— and 
so  on,  through  virtually  every  category  of  goods  and 
services  you  can  name.  As  real  estate  agents  have 
known  for  years,  location  is  everything. 

That's  why  TIME  Z  was  created. 

TIME  Z  reaches  1,200,000  TIME  subscribers 
(average  household  income:  $37,200)  living  in  1,414  of 
the  nation's  most  affluent  ZIP  Code  areas— all  located  in 
metro  markets. 

It's  the  biggest,  ultraselective  media  buy  around. 
With  this  curious  and  useful  consistency:  that  the  higher 
the  neighborhood  income  level,  the  greater  the  penetra- 
tion of  TIME  Z.  In  some  cases,  it's  25-30%. 

As  a  marketing  tool,  TIME  Z  could  make  the 
crucial  difference  between  hoping  your  advertisement 
will  go  to  the  right  neighborhoods,  and  making  sure  that 
it  will. 

Case  histories  on  the  performance  of  TIME  Z 
make  heady  reading.  If  you'd  like  to  see  some— or  if 
you  just  want  some  information— call  Jack  Higgons, 
Associate  Advertising  Sales  Director,  at  (212)  556-7811. 


TIME  Z 

Circulation: 

1,200,000 

B&W  Page  Rate: 

$17,930 

4-Color  Page  Rate: 

$27,970 

Subscriber  Characteristics 


Average  Household  Income:  $37,200 


Attended  College: 


Professional /.Managerial: 


79% 


There's  a  right  TIME  for  every  advertiser. 


Prescription  For  Growth 

One  of  our  most  dependable  growth  companies, 
Johnson  &  Johnson,  seems  to  be  embarking  on  a  somewhat 
riskier  path  to  keep  the  growth  going. 


Growth  companies  come  and  go,  but 
Johnson  &  Johnson  keeps  rolling  along1 
producing,  pleasing,  earning  gains  with 
dependable  regularity. 

The  late  General  Robert  Wood  John- 
son, the  architect  of  the  modern  version 
of  Johnson  &  Johnson,  worried  about 
balance — between  manufacturing  and 
marketing,  between  financial  and  oper- 
ating people  and  especially  between 
mass  consumer  products  and  specialized 
professional  products.  As  a  result,  no 
single  J&J  product  yet  accounts  for  as 
much  as  5%  of  total  sales. 

Lately,  the  balance  has  shifted,  as  illus- 
trated by  a  major  investment  in  disposable 
diapers.  But  while  consumer  products  are 
taking  an  increasing  share  of  the  com- 
pany's business,  the  results  are  exactly 
what  Johnson  would  have  wanted. 

As  usual,  first-quarter  figures  were  up 
in  1978  over  last  year,  with  revenues  of 
$845  million,  16%  ahead  of  the  1977 
period,  and  earnings  of  $77  million,  an 
improvement  of  26%.  Sales  for  all  of 
1977  came  to  just  short  of  $3  billion,  and 
aftertax  earnings  of  $247  million  pro- 
duced a  17%  return  on  shareholders' 
equity  and  a  better  than  8%  net  return 
on  sales.  While  consumer  products  over- 
all yield  relatively  lower  returns  than  the 
company's  long  list  of  pharmaceutical, 
surgical,  dental  and  veterinary  products, 
their  big  and  growing  volume  is  what 
J&J  s  present  chief  executive  officer, 
James  E.  Burke,  53,  wants. 

A  onetime  Procter  &  Gamble  market- 
ing man,  Burke  spearheaded  the  drives 
that  moved  Tylenol  from  a  highly  profit- 
able but  minor  product  to  the  biggest 
seller  in  the  nonprescription  headache  pill 
business  and  pushed  J&J  s  disposable  dia- 
pers to  over  $100  million  in  volume  last 
year.  P&G's  Pampers  dominate  the 
throwaway  diaper  business,  and  nobody  at 
J&J  seriously  expects  their  product  to  take 
the  game  away  from  the  archetype  of 
consumer  marketing.  However,  J&J's  dia- 
per should  be  a  most  impressive  number 
two  in  a  billion-dollar  market. 

With  an  estimated  35%  of  its  total 
business  in  consumer  products,  com- 
pared to  around  28%  on  less  than  half  the 
present  volume  as  recently  as  1972,  J&J 
is  clearly  on  the  way  to  becoming  a 


broad-based  mass-marketing  company. 
However  uneasy  General  Johnson  might 
have  felt  about  that  development,  the 
fact  is  that  the  general  himself  encour- 
aged the  expansion  into  consumer  prod- 
ucts that  was  initially  implemented  by 
Phillip  Hofmann,  chief  executive  officer 
from  1963  to  1973. 

Jim  Burke  moved  up  to  the  top  job  at 
J&J  in  the  fall  of  1976,  succeeding  Rich- 


He  is  noncommittal  about  new  product 
development  and  acquisition  plans.  He 
doesn't  want  to  tip  J&J  s  hand  before  the 
company  is  ready  to  move. 

But  one  recent  acquisition,  the  first 
significant  one  since  1973,  indicates  that 
Burke  himself  is  not  neglecting  profes- 
sional products  despite  his  own  orienta- 
tion toward  consumer  products.  Last 
May  the  company  paid  about  $40  million 


He  Ran  For  Daylight:  Chairman  lames  Burke  saw  opportunities  in 

mass  marketing  at  )ohnson  &  Johnson  and  he  doggedly  pushed  them  through. 


ard  B.  Sellars,  Hofmann's  protege',  who 
held  the  job  for  only  three  and  a  half 
years  in  a  company  where  long  tenure  at 
the  top  had  become  the  custom.  J&J, 
which  maintains  a  corporate  image  as 
antiseptic  as  many  of  its  products,  isn't 
the  sort  of  place  to  air  internal  struggles 
publicly.  But  some  outsiders  suspect 
that  Burke's  competitive  style  and  his 
determination  to  make  big  consumer 
marketing  moves  may  have  caused  Sel- 
lars to  step  aside  before  he  had  planned 
to,  a  suggestion  J&J  stoutly  denies. 
Whatever  the  reasons,  Burke  is  firmly  in 
command  and  he  is  likely  to  keep  J&J 
moving  aggressively  in  mass  marketing. 


in  common  shares  to  buy  a  company 
called  Extracorporeal  Medical  Special- 
ties, Inc.,  a  manufacturer  of  products 
used  in  kidney  dialysis  and  intravenous 
treatment.  That's  the  sort  of  noncon- 
sumer  product  line  that  still  accounts  for 
nearly  two-thirds  of  J&J  s  volume  and  an 
even  larger  share  of  its  net  profits. 

But  the  appeals  of  success  in  such 
specialized  professional  products  are 
nothing  like  the  excitement  of  big-time 
mass  marketing.  Johnson  &  Johnson 
spends  $122  million  on  advertising  these 
days,  mostly  on  network  television  for  a 
broad  range  of  products.  As  recently  as 
1971,  total  ad  budgets  were  more  like 
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$47  million.  That  kind  of  action  is  hard  to 
resist,  especially  for  a  driving  personality 
like  Burke. 

As  a  graduate  of  the  Harvard  Business 
School  class  of  1949.  he  entered  the  busi- 
ness world  as  television  was  emerging  as 
the  medium  that  literally  made  possible 
modem  mass- marketing  of  consumer 
products.  After  his  three-year  appren- 
ticeship at  Procter  6c  Gamble.  Burke 
arrived  at  the  New  Brunswick.  N.J. 
headquarters  of  Johnson  6c  Johnson  in 
1953.  and  started  up  the  ranks. 

He  soon  developed  a  reputation  with- 
in the  company  for  challenging  J  6c J  s 
conventional  wisdom  about  virtually  ev- 
erything. Band-Aids,  probably  J6cJ  s 
best-known  consumer  product  in  those 
davs.  was  losing  its  dominant  share  of  the 
market,  and  Burke  began  poking  around 
even  in  that  hallowed  area,  looking  for 
ways  to  halt  the  sag. 

In  1966  he  was  made  president  of  the 
Domestic  Operating  Company.  J6cJ  s 
biggest  and  oldest  division.  It  was  about 
then  that  top  management  was  begin- 
ning to  look  for  ways  to  increase  consum- 
er product  sales.  The  reason ?  J6cJ  s  man- 
agement was  concerned  about  increasing 
government  regulation  that  they  saw 
coming  in  health  care.  Seeing  the  oppor- 


tunity. Burke's  people  hired  several  top 
marketers  from  P6cG. 

"There  were  some  opportunities  that 
were  easy  to  identify  in  those  early 
-days."  he  says.  "In  the  mid-1960s,  we 
spent  little  money  on  advertising — less 
than  3%  to  4<£  of  baby  products  dollar 
volume.  So  it  was  a  prime  opportunity  to 
attract  young  marketing  people  and  let 
them  grow  with  the  business." 

Of  course,  it  took  time  and  1t  took 
money  to  realize  those  opportunities — 
money  for  people,  for  advertising  and  for 
product  development.  Among  the  suc- 
cesses that  Burkes  marketers  have 
racked  up  in  recent  years  are  Carefree 
and  Stay-free  sanitary  napkins.  In  those 
days.  Kimberly-Clark  s  Kotex  dominated 
the  business  with  J6cJ  s  Modess  holding 
second  place.  Advertising  for  these  prod- 
ucts was  vague,  sedate  and  mostly  con- 
fined to  women  s  magazines.  It  was  hard- 
ly the  sort  of  thing  a  proper  corporation 
would  advertise  on  television.  But  with 
Carefree  and  Stayfree.  J6cJ  took  a  whole 
new  approach  to  the  product  and  the 
market,  spending  heavily  on  adv  ertising. 
The  result  is  that  Carefree.  Stayfree  and 
their  other  sanitary  napkin  products 
have  captured  more  than  half  of  that 
market  at  the  expense  of  Kotex. 


The  image  of  Johnson  6c  Johnson's 
baby  care  products.  like  baby  sham- 
poo— at  once  cuddly  and  wholesome — 
was  exploited  through  TV  and  other  ad- 
vertising promotions.  Tne  next  phase 
read  like  a  well-oiled  P6cG  plan.  Tht 
company  used  an  ad  campaign  that 
boosted  the  product  as  something  that 
had  to  be  good  for  adults  if  it  was  good 
for  those  precious  little  infants.  That  pro- 
gram worked  so  well  that  J6cJ  s  baby 
shampoo  became  the  largest-selling 
brand  of  shampoo  in  the  country  last 
year,  a  position  it  is  battling  to  hold 
against  P6cG's  Head  6c  Shoulders. 

Burke's  Tylenol  campaign  was  more 
traumatic  than  the  shampoo  program. 
J 6c J  had  acquired  an  ethical  drug  com- 
pany. Mc  Neil  Laboratories,  maker  of  the 
nonaspirin  headache  remedy,  back  ir 
1959.  Tylenol  was  sold  as  a  prescriptior 
drug  for  many  years  but  eventually  be- 
gan to  look  like  a  contender  to  J6cJ. 

J6cJ  s  grab  at  that  big  consumer  market 
caused  nearly  as  many  headaches  at  J6cJ 
as  Ty  lenol  was  supposed  to  remedy .  The 
company's  approach  tells  something 
about  the  way  J6cJ  is  structured — lots  ot 
decentralized  companies  (over  100^  with 
their  own  bosses,  who  sometihles  com- 
pete within  J6cJ  as  hard  as  they  compete 
with  outsiders. 

McNeil  Labs  had  tried  to  market  Ty- 
lenol both  as  a  prescription  and  as  an 
over-the-counter  drug.  As  an  ethical 
drug,  often  prescribed  for  children.  i( 
was  doing  okay,  but  McNeil  wasn  t  hav- 
ing much  success  with  Tylenol  the  pro- 
prietary drug.  One  problem  was  that 
consumers  didn  t  view  the  product  as 
strong  enough  for  adults. 

Along  came  Burke  s  consumer  people 
with  their  version  of  the  product,  called 
Truce.  "The  name  Truce,  says  Burke 
wryly,  "was  kind  of  funny,  because  there 
was  plenty  of  warring  between  our  com- 
panies when  we  did  it. 

Unfortunately  for  Burke.  Truce  failed, 
and  McNeil  continued  to  market  Ty  lenol 
as  a  high-priced,  high-margined  product 
with  growing  success.  Then  Bristol- 
Myers  in  1975  came  into  the  acetamino- 
phen market  with  a  similar  product 
called  Datril  and  advertised  it  directly 
against  Tylenol  with  a  comparison  cam- 
paign that  said  Datril  was  just  as  good 
and  lots  cheaper.  That  forced  J6cJ  to  do 
what  Burke  had  wanted  to  do.  "We  had 
to  decide.  Either  we  were  going  to  con- 
tinue to  sell  a  higher-priced  product  and 
promote  it  through  the  professional  divi- 
sion of  McNeil  or  make  the  leap  once 
and  for  all.  I  didn  t  feel  there  was  any 
decision  at  all.  I  told  Dick  Sellars  [then 
still  J6cJ's  CEO]  what  I  thought  had  to  be 
done.  And.  to  his  credit,  he  agreed  in  a 
minute  and  a  half. 

Burke  went  into  the  mass  market  with 
Ty  lenol,  slashed  prices  and  gained  shelf 
space,  and  today  it  s  the  biggest  seller  in 
the  S750-million  over-the-counter  anal- 


Johnson  &  Johnson's  Fat  City 

These  astonishing  figures  were  assembled  by  Forbes  and  have  never 
been  published  before.  They  represent  conservative  estimates  of  ma- 
terial supplied  by  sources  inside  and  outside  the  company  who  are 
intimately  informed  on  both  the  company  and  its  industries.  The 
numbers  for  two  product  groups — Band-Aid  products  and  Immodium 
and  Monistat — are  worldwide;  the  rest  are  for  domestic  markets. 
Gross  profits  from  these  products  are  among  the  principal  sources  of 
cash  support  for  J&J's  consumer  market  expansions. 


PRODUCT  UNE 
OR  PRODUCT 
(Division  or  Subsidiary) 

Revenues 

(in  millions) 

Gross  Profits 
(in  millions)* 

Gross  Profit 
Margins 

Sutures  and  Ligatures 
(Ethicon) 

S120 

S85 

70: 

Band-Aid  Brand  Products 

(J&J  Domestic  Operating  Company) 

$110 

S70-75 

65": 

Oral  Contraceptives 
(Ortho  Pharmaceutical) 

S60-70 

S30-35 

50:c 

Tylenol  Products 

(McNeil  Consumer  Products 

Company) 

S125 

S50-55 

40  -45 

Shampoo 
(J&J  Baby 
Products  Companyj 

S60 

S30 

50": 

Immodium  and  Monistat 
(Janssen  Pharmaceuticals) 

S50 

$40 

80:= 

Johnson  &  Johnson 
Corporate  Total 

82,914 

$1,414 

48:  c 

*  Profits  on  goods  sold  without  deducting  selling  and  general  administrative  expenses 
and  taxes. 


FORBES.  JUNE  26.  1978 


gesic  business  with  about  20%,  putting  it 
ahead  of  the  former  leader,  Anacin. 

The  Tylenol  campaign  didn't  cause  as 
much  internal  debate  and  discord  at  J&J 
as  it  did  its  long,  tortuous  move  into 
disposable  diapers. 

J&J,  through  its  Chicopee  division, 
made  cloth  diapers  among  other  things. 
That  division  had  tried  12  years  ago  to 
bring  out  a  disposable  diaper,  promoted 
as  an  occasional-use  product.  However, 
P&G  saw  millions  of  baby  bottoms  that 
would  use  disposable  diapers.  With  a 
better  product,  it  overwhelmed  J&J. 

Chicopee  tried  again,  testing  another 
disposable.  Wonder  Diaper,  but  that 
didn't  work.  Meanwhile  Pampers  totally 
dominated  a  rapidly  growing  market.  A 
lot  of  J&J  top-management  people — in- 
cluding the  general — initially  opposed  a 
major  effort  to  get  back  in  the  disposable 
diaper  market. 

But  that  didn't  deter  the  determined 
and  opportunistic  Burke,  who  argued 
that  the  huge  growth  potential  made  it 
worthwhile  to  try  for  a  chunk  of  the 
market.  Another  reason  was  defensive: 
P&G's  hold  on  diapers  might  give  it  an 
entry  into  other  J&J  baby  products. 

Burke  used  his  rising  influence  in  the 
company  to  develop  the  new  diaper. 
One  story  even  had  Burke  squirreling 
away  early  development  money  without 


the  general  s  knowledge,  which  Burke 
denies.  "We  had  to  get  the  general  with 
us.  It's  true  he  had  real  questions,  but 
we  ultimately  convinced  him.' 

J&J  has  spent  some  $90  million  on 
development,  production  and  market- 
ing, and  the  investment  finally  seems 
nearer  to  paying  off.  Last  year,  J&J  s 
premium-priced,  highly  absorbent  dis- 
posable diaper  did  over  $100  million  and 


".  .  .  The  name  Truce  was 
funny,  because  there  was 
warring  between  our  com- 
panies when  we  did  it' .  .  ." 


got  about  14%  of  the  total  market  while 
barely  breaking  into  the  black.  This  year 
the  company  should  sell  $150  million 
worth  and  earn  about  $8  million,  and  in 
1980  its  projected  $250-million  share 
could  earn  $20  million,  says  John  Wil- 
kerson  of  Smith  Barney,  Harris  Upham 
&  Co.  P&G  is  taking  J&J  seriously;  it  is 
beginning  to  market  a  new  diaper,  Luvs, 
aimed  at  the  top  of  the  market  where  J&J 
sells.  The  jury  is  still  out  on  the  ultimate 
profitability  of  J&J  s  diaper — soon  to  be 
its  single  largest  product. 

Meanwhile,  J&J's  score  or  so.  of  sub- 


sidiaries and  divisions  continue  to  devel- 
op and  market  a  broad  range  of  sophisti- 
cated pharmaceutical  and  medical-care 
products  including  contraceptives,  blood 
disease  drugs,  disposable  surgical 
gowns,  hemostats,  bandages  and  a  dis- 
posable surgical  stapler  called  Proxi- 
mate— among  many  others.  That,  after 
all,  is  where  the  high  margins  (see  table, 
p.  98),  if  not  the  high  volume,  are.  (In 
fact,  J&J's  dominance  in  sutures  and 
first-aid  bandages  has  attracted  the  inter- 
est of  the  Federal  Trade  Commission.) 

As  the  company  moves  deeper  into 
consumer  marketing  with  its  high  pro- 
motion costs,  profit  margins  are  probably 
going  to  suffer.  "High  margins,"  Burke 
insists,  "aren't  critical.  The  question  is 
whether  we  are  going  to  be  able  to 
achieve  margins  adequate  to  generate 
the  capital  necessary  to  continue  the 
kind  of  growth  rates  we  are  capable  of 
achieving.  If  we  don't,  then  the  company 
ought  to  go  out  and  get  a  new  chairman." 

What  Burke  seems  to  be  saying  is  that 
what  counts  in  the  end  is  the  number  of 
dollars  that  come  down  to  the  bottom 
line.  The  implications  are  that  the  J&J 
label  will  be  appearing  on  a  growing 
range  of  consumer  branded  goods  over 
the  near  future.  Bristol-Myers,  Procter 
&  Gamble,  Kimberly-Clark  and  Ameri- 
can Home  Products,  look  out!  ■ 


How  Ya  Gonna  Keep  'Em  Down  On  The  Farm? 


"We've  always  considered  compensation — going  back  to 
the  general's  philosophy — to  be  of  critical  importance  at 
J&J,"  says  James  Burke.  His  philosophy  was:  Make  your 
top  managers  rich  and  they  will  make  you  richer.  It  was  a 
simple  concept  and  it  worked  beautifully.  Stock  in  the 
general's  estate  was  worth  around  $1  billion.  He  gave  his 
managers  a  chance  through  high  salaries  and  bonuses  and 
fat  stock  options.  At  one  time,  Phillip  Hofmann  was  one  of 
the  highest-paid  executives  in  the  U.S.,  with  $463,000 
total  compensation  in  1970. 

It  wasn't  unusual  for  J&J  ex- 
ecutives to  retire  as  multimil- 
lionaires. But  the  system  de- 
pended on  steady  increases  in 
J&J's  stock  price,  but  that 
hasn't  happened  as  much  since 
1972,  when  J&J's  stock  hit  133. 
then  collapsed  with  the  other 
growth  stocks.  Lately,  since 
the  market  rally,  it  has  been  up 
around  77,  but  is  still  well  be- 
low the  levels  of  options  issued 
in  the  early  1970s. 

As  a  result,  Johnson  &  John- 
son has  become  vulnerable  to 
executive  raiding.  Edmund  Vi- 
mond,  43,  a  man  brought  off 

from  Procter  &  Gamble  to  run  personal-care  products, 
quit  this  year  to  take  a  big  offer  from  American  Cyanamid. 
A  former  executive  says,  "Ask  any  of  the  class  headhunters 
about  the  ease  of  pulling  people  out  of  this  company 
today." 

"It's  a  problem  nowadays,"  Burke  admits.  "The  mental- 


J&J  Headquarters:  Gettin 
a  millionaire  is  becoming 


ity  of  young  managers  today  is,  'I  want  it  now  rather  than 
later.'  It's  been  surprising  and  gratifying  that  we  haven't 
lost  more  managers." 

J&J  s  executive  committee  is  doing  something  about  the 
problem,  but  maybe  not  enough.  Says  Burke,  "We've 
improved  the  bonus.  We've  made  our  stock  options  a  little 
longer  and  deeper,  and  we  asked  our  management  to  use 
it  on  a  broader  basis  than  in  the  past." 

The  company  sets  a  lot  of  store  by  its  certificates  of  extra 
compensation  (CEC)  program, 
which  Burke  describes  as 
"phantom  stock  tied  to  the  in- 
crease in  net  assets  and  profits. 
It's  an  extraordinary  plan."  It 
works  this  way:  Executives 
earning  more  than  $50,000  are 
eligible,  but  they  have  to  be 

r approved  by  the  compensation 
7  l        1 '  1~"^1P3      committee,  and  that  depends 
i    **mm>^Jt  ..  u\        "n    whether    the  committee 
thinks  they're  worth  locking  in. 

Burke  concedes  that  some 
criticisms  of  the  plan  have 
turned  out  to  be  valid:  "A  re- 
cent survey  showed  that  total 

  amounts  of  CEC  are  somewhat 

less  than  we  thought.  We're 
probably  going  to  give  more  stock,  and  we  feel  that  it 
ought  to  be  given  out  to  a  relatively  broader  grouping." 
He  also  says  that  the  plan  is  being  revised  to  eliminate  a 
deterrent  to  early  retirement.  Burke  himself  has  about 
$3.5-million  worth  of  stock  and  future  compensation  right 
now.  That  would  ease  even  his  own  earlv  retirement. 


g  inside  and  becoming 
harder  now. 
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Faces  Behind  The  Figures 


Behind  Enemy  Lines:  Coca-Cola's  Broad- 
water has  been  dropped  into  Russia  some 
20  times  to  sabotage  Pepsi-Cola. 


To  Russia 
With  Coke 

La  punta  de  Lanza,  a  Spanish-speaking 
colleague  once  called  him:  "the  spear- 
head." Robert  J.  Broadwater,  62,  has 
spent  the  last  32  years  breaking  new- 
ground  for  the  Coca-Cola  Co.  Trained  as 
a  chemical  engineer,  he  helped  open  the 
Japanese  market  for  Coke,  ran  a  citrus 
research  operation  in  Argentina  that  ulti- 
mately led  to  Coke's  acquisition  of  Min- 
ute Maid  and  developed  the  market  for 
the  Fanta  product  line,  which  today  in- 
cludes the  largest-selling  orange  soda  in 
the  world. 

Now  Broadwater  is  charged  with  de- 
veloping a  beachhead  for  Coke  in  the 
Soviet  Union.  It's  a  catchup  game,  be- 
cause a  legacy  of  the  detente  of  the  early 
1970s  was  an  exclusive  contract  negotiat- 
ed by  PepsiCo  Inc.  s  chairman,  Nixon 
confidant  Donald  M.  Kendall.  The  con- 
tract doesn't  end  until  1984,  but  Broad- 
water's strategy  is  to  offset  Pepsi's  edge 
in  advance  by  showing  the  Russians  that 
Coke  has  more  to  offer  in  the  way  of 
technological  assistance.  Coke  already  is 
helping  to  set  up  an  instant-tea  plant  in 
Russia,  exchanging  data  on  new  ways  to 


grow  vegetables  and  collaborating  on  a 
nutrition  project.  "Right  now,"  says 
Broadwater,  "the  Soviets  are  not  all  that 
wild  about  a  lot  of  soft-drink  brands.  But 
if  you  can  teach  them  how  to  improve 
their  consumer  economy,  why,,  then, 
you're  talking." 

Broadwater,  who  has  made  some  20 
trips  to  the.  Soviet  Union  since  1973,  has 
produced  good  results  so  far.  Next  year, 
Coke  will  sell  Fanta  Orange  in  Russia 
under  a  five-year  agreement,  and  the 
company  has  also  been  awarded  the  right 
to  be  sole  supplier  of  Western  soft  drinks 
at  the  Moscow  Olympics  in  1980.  "The 
Olympics  are  a  great  publicity  tool,  of 
course.  Broadwater  says,  "but  there  are 
few  Soviet  people  who  don't  already 
know  about  us  anyway.  Coca-Cola  has 
been  made  a  symbol  of  capitalism  for  so 
long  that  it's  probably  been  the  best  ad 
campaign  we  could  ever  have  had."  ■ 


Second  Wind 

"I've  had  to  get  used  to  carrying  my  own 
luggage  and  consulting  airline  sched- 
ules," says  J.  Kenneth  Jamieson,  67.  As 
chairman  of  $71 -million  Crutcher  Re- 
sources Corp.  of  Houston,  Tex.,  Ken 
Jamieson  does  not  enjoy  the  staff  ser- 
vices and  amenities  he  had  at  $58. 5- 
billion  Exxon,  where  he  retired  as  chair- 
man three  years  ago.  But  there  are  com- 
pensations. "As  chairman  of  Exxon." 
Jamieson  says,  "I  dealt  mostly  with  the 
outside  world:  the  government,  the  in- 
dustry, the  public.  Here  at  Crutcher, 
I'm  close  to  the  actual  operations." 
Jamieson    has    some   66,000  Exxon 


shares  worth  S3  million,  so  he  didn't  neec 
another  job.  He  wanted  to  leave  Nev 
York.  "You  can't  be  active  in  the  Nev 
York  area  without  such  support  service 
as  a  corporate  limousine,"  he  says.  But  hi 
didn't  want  a  retirement  area,  such  a 
Florida.  He  chose  Houston,  where  h< 
had  once  worked  and  had  friends,  an( 
which  had  a  booming  economy  to  ofle 
him  a  chance  for  a  second  career. 

It  came  in  the  form  of  AEA  Investors 
an  investment  company  owned  by  sucl 
wealthy  executives  as  John  Harper,  for 
mer  chairman  of  Alcoa,  and  John  Wil 
liams,  chairman  of  The  Williams  Cos 
AEA  buys  out  small-  and  medium-sizec 
companies  and  provides  them  with  big 
league  management  talent.  Crutche 
was  a  publicly  owned,  family-con trollex 
company  engaged  in  two  businesses 
pipeline  construction  equipment  and  oi 
drilling  services— "rather  loosely  run, 
in  Jamieson's  words. 

AEA  bought  out  the  Crutcher  famil; 
in  1976  for  $34  million,  and  installec 
Jamieson.  An  energetic  but  highly  con 
trolled  man,  whose  late  father  was  on© 
Canada's  oldest  living  Mountie,  Jamie 
son  consolidated  the  marketing  of  two  o 
Crutcher  s  pipeline  businesses,  eliminat 
ed  some  money-losing  subcontractin) 
practices,  leveraged  Crutcher  with  ; 
$30-million  loan  from  Prudential  Insur 
ance  Co.  of  America  and  made  a  fev 
small  acquisitions.  The  results  were  ai 
increase  in  pretax  earnings  from  $1.1 
million  in  1976  to  an  estimated  $7.5  mil 
lion  in  1978.  Says  Jamieson:  "The  com 
pany  is  in  a  much  sounder  position  than  ; 
year  and  a  half  ago,  and,  in  a  sense,  I  fee 
rejuvenated."  ■ 


Deft:  Ken  Jamieson  scratched  his  way  to  the  top  of  Exxon,  then  eased  into  a 
nearly  perfect  postretirement  job:  chairman  of  Crutcher  Resources. 
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Front  Office:  Rollwagen  runs  the  day-to- 
day affairs  of  Cray  Research,  while  his 
:loseted  boss  designs  a  new  computer. 

Knowing 

A  Good  Thing 

[f  ever  a  man  seemed  to  have  a  good 
:hing  going  for  him,  it's  John  A.  Rollwag- 
en, 37,  president  of  Cray  Research.  His 
?ompany  went  public  at  $16.50  a  share  in 
1976  with  zero  revenues,  profits  or  or- 
lers  and  now  its  shares  trade  at  about  40, 
nore  than  double  the  offering  price, 
signed  contracts  for  Cray  Research's 
computers  should  boost  1978  revenues 
:o  about  $18  million  and  pretax  profits 
:lose  to  $4  million,  compared  with  $2. 1- 
"nillion  profits  last  year.  With  a  product 
hat  operates  at  superspeeds  ideal  for 
jasic  research,  Cray  Research's  future  is 
is  bright  as  the  whole  market  for  scientif- 
c  computers. 

A  credit  to  Rollwagen's  genius?  Not  at 
ill.  Only  a  credit  to  his  shrewdness.  As  a 
/oung  graduate  of  MIT  and  Harvard 
Business  School,  he  recalls  thinking,  "I 
;hould  be  president  of  what?"  He  devel- 
)ped  a  business  fantasy  in  which  he 
would  be  the  numbers  and  administra- 
te guy  for  a  true  genius.  He  had  in 
nind  somebody  such  as  Seymour  Cray, 
"ecognized  as  the  leading  scientific  com- 


puter designer  in  the  world. 

You  guessed  it.  Sitting  in  a  barber 
chair  in  Minneapolis,  he  was  recognized 
by  his  old  Boy  Scout  leader,  who,  after 
Cray  left  Control  Data,  had  helped  him 
to  set  up  Cray  Research.  An  introduction 
was  made,  and  two  years  later  Rollwagen 
had  his  genius  sitting  across  the  table  at 
lunch.  Cray  didn't  talk  about  title,  job, 
salary  or  options,  but  said  that  Rollwagen 
ought  to  go  to  work  for  him.  "As  geniuses 
go,  Seymour  Cray  is  pretty  good,"  Roll- 
wagen says. 

Rollwagen  accepted,  started  in  fi- 
nance, moved  to  marketing.  Then,  last 
fall,  Cray  drew  back  from  management 
to  design  still  another  new  computer, 
and  made  Rollwagen  president.  Rollwag- 
en makes  only  $50,000  a  year  or  so  but 
he  has  options  on  7,500  shares  at  $12.45. 
That  means  he  already  has  a  $210,000 
paper  profit. 

So  if  this  thing  goes.  ..." 


Old  King  Cone 

Tom  Carvel's  business  career  is  a  long 
history  of  missed  opportunities.  Yet  out 
of  it  all  has  come  an  ice  cream  franchise 
business  that  last  year  had  revenues  of 
about  $50  million,  including  royalties, 
licenses  and  selling  more  than  700  Car- 
vel dealers  ice  cream  mix,  flavors  and 
toppings  and  equipment,  a  lot  of  which 
Carvel  invented.  Carvel  Corp.  went  pri- 
vate last  year,  so  the  company  doesn't 
give  out  earnings  anymore,  but  in  1976, 
its  last  public  year.  Carvel  netted  $1.7 
million  on  sales  of  $41.6  million. 


"Franchisees  say  I'm  nuts  and  my 
commercials  stink,"  rasps  the  71-year- 
old  oddball  whose  gravel  voice  and 
creaky  ramblings  on  behalf  of  his  Yon- 
kers,  N.Y. -based  company  assault  pri- 
marily East  Coast  radio  and  TV  audi- 
ences night  and  day  all  year  long.  "Cus- 
tomers say,  'Get  the  old  goat  off  the  air, 
his  voice  is  bad.'  But  the  ice  cream  is 
good,  so  who  cares  that  I  sound  lousy?" 
Carvel  recently  told  a  TV  interviewer 
that  the  $4-million  advertising  budget  he 
spends  on  his  amateurish  commercials 
comes  back  fourfold  in  sales.  "If  I'd 
known  that  ten  years  ago,"  he  says  rue- 
fully, "I'd  own  the  world  today. 

That's  by  no  means  the  first  time  he 
missed  a  boat.  Back  in  1956,  a  mixer 
salesman  named  Ray  Kroc  asked  Carvel 
to  join  him  for  a  look  at  the  hamburger 
operations  of  two  brothers  named  Mc- 
Donald. "Ray,"  Carvel  told  him,  "don't 
bother  me.  We're  running  too  hot."  He 
had  more  than  250  franchisees  then  and 
sales  of  $5  million.  "So  I  gave  him  our 
building  design  and  a  franchise  contract 
to  get  rid  of  him,"  he  laughs.  "I  was  too 
stupid,  that's  all. 

The  following  year  Carvel  got  into  a 
mess  that  took  him  eight  years  to  get  out  of 
and  left  him  almost  wiped  out.  A  group  of 
his  ice  cream  merchants  took  him  to  court 
over  the  terms  of  his  franchise  contracts. 
He  countercharged  that  they  were  selling 
non-Carvel  products  in  violation  of  their 
agreements.  When  the  Federal  Trade 
Commission  finally  dismissed  the  suit 
against  Carvel  in  1965,  the  company  had  to 
build  a  brand  new  organization. 

All  but  broke,  Carvel  was  forced  to  go 


If  -WW 

His  Show:  Tom  Carvel  owns  the  company,  he  does  the  TV  commercials.  If  folks 
don't  like  his  voice,  they  don't  have  to  buy  his  ice  cream — but  they  do. 
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"National  Semiconductor 
is  crossing  the  Rubicon. 

We  are  entering  the 
computer  market  with  a 
range  of  sophisticated 
system-level  products. 

1  think  they  are  some 
of  the  most  important  breakthroughs  ever  in 
systems  technology 

For  us,  this  step  is  not  only  natural  and 
logical,  but  inevitable. 

We  consider  that  we  are  finally  giving 
birth  after  ten  long  years!' 

Charles  E.  Sporck 
President 


"I  assure  you,  National  Semiconductor  did 
not  caper  into  the  computer  market  on  a 
whim.  For  the  past  decade,  we've  been  a 
leader  in  creating  the  technology  that  makes 
computers  work. 

In  1973,  we  became  a  visible  systems 
supplier— with  the  sale  of  electronic  point  of 
sale  systems.  We're  now  the  second  largest 
supplier  in  the  world.  With  more  than 
13,000  terminals  and  over  1000  computers 
in  more  than  1,400  store  sites.  And  a  full- 
time  field  service  force  of  more  than  250 
people. 


Three  years  ago,  we  introduced 
IBM  370-compatible  add-on  memory. 
Today,  National  ships  more  large  scale  370 
add-ons  than  anyone  except  IBM. 

National  has  built  add-in  memories  for 
some  of  the  most  popular  minicomputer 
models  as  well. 

We  are  now  shipping  our  industry 
standard  Series/80  microcomputers  at  the 
rate  of  12,000  systems  a  year. 

Two  years  ago,  we  unveiled  our  first 
IBM-compatible  computer.  To  date,  over 
100  systems  have  been  installed  in  ten 


countries.  We  are  now  shipping  more  IBM- 
compatible  computers  than  all  other 
competitors  combined. 

1  think  this  demonstrates  that  National 
Semiconductor  has  quietly,  deliberately 
become  a  prime  mover  in  computer  hard- 
ware and  systems.  Annual  computer 
revenues  already  put  us  in  the  top  15  of  all 
U.S.  general  purpose  computer  manufac- 
turers—and we're  climbing.  Certainly,  we 
haven't  come  this  far  without  being  acutely 
aware  of  the  market's  needs. 

A  clear,  levelheaded  look. 

If  we  had  not  penetrated  the  systems  market 
of  our  own  accord,  technology  would  have 
eventually  forced  the  business  on  us.  Our 
semiconductor  components  are  rapidly 
becoming  total  "systems  on  a  chip'.' 


But  before  jumping  into  the  market 
altogether,  we  gave  ourselves  the  luxury  of  a 
clear,  levelheaded  look  at  the  terrain. 

Because  we  have  no  equity  in  particu- 
lar methodology  or  design,  we  remain  free 
to  appraise  the  market  and  develop  a 
product  that  uniquely  solves  a  problem. 


And,  by  applying  current  semiconduc- 
tor technology  and  production  expertise, 
we  deliver  better  performance  at  a  lower 
price  than  other  suppliers. 

Just  another  computer? 
National  Semiconductor  is  deeply  com- 
mitted to  applying  its  systems  technology 
to  real  user  problems.  We  are  not  interested 
in  simply  creating  another  different 
computer. 

By  making  software-compatible  hard- 
ware, we  protect  a  customer's  investment 
in  standardized  software. 

At  the  same  time,  we  consider  it  our 
responsibility  to  supply  our  customers  with 
the  latest  in  systems  technology.  So  we'll 
be  sparking  unique  product  advances  of  our 
own.  Particularly  where  a  void  exists  in 
the  marketplace. 

For  keeps. 

National  Semiconductor  is  in  the  computer 
systems  business  for  keeps— as  a  broadbase 
supplier  able  to  handle  everything  from 
manufacture  through  distribution,  delivery, 
service  and  support.  That's  why  we  have 
an  active,  full-fledged  service  force  of  over 
250  people  set  up  to  respond  to  customer 
needs. 

We're  willing  to  pinpoint  our  experi- 
ence in  research  and  development  to  further 
advance  systems  technology.  In  fact,  over 
the  next  several  months  we'll  be  taking  the 
wraps  off  some  of  the  most  significant  new 
products  in  our  history.  Breakthrough 
products  like  the  System/400,  perhaps  our 
most  important  advance  in  systems  tech- 
nology to  date. 

The  System/400  is  the  first  minicom- 
puter designed  to  perform  all  the  functions 
of  large  IBM  computers.  It  means  users  will 
be  able  to  run  existing  industry-standard 
software  on  a  system  at  a  fraction  of  the  cost 
of  a  large  computer. 

If  you'd  like  to  know  more  about  the 
future  of  National  Semiconductor, 
Computer  Products,  or  about  System/400 
specifically,  write  me  personally:  Charlie 
Sporck,  President,  National  Semiconductor 
Corporation,  Drawer  1,  2900  Semiconduc- 
tor Drive,  Santa  Clara,  California  95051'.' 


Computer  Products  Group 

#  National  Semiconductor  Corporation 


Faces  Behind  The  Figures 


As  Long  As  You  Spell  Its  Name  Right:  Watergate,  the  scandal,  never  hurt  Watergate, 
the  real  estate.  Roberts  says  it  may  well  have  done  the  opposite. 


public  in  1969.  A  year  later  volume 
reached  only  $18.2  million,  but  from 
there  it  began  to  grow  again.  Earnings 
were  erratic,  however,  with  a  $l-million 
loss  in  1973  stemming  from  a  disastrous 
diversification  into  an  upstate  New  York 
real  estate  development.  Understand- 
ably, Carvel  was  less  than  a  star  in  the 
stock  market.  By  last  year  he  had  bought 
back  most  of  the  outstanding  shares. 

Among  his  regrets  is  his  tenacious  bat- 
tle before  the  FTC,  when  his  business  all 
but  melted  away.  "If  I  had  it  to  do  over 
again,"  he  says,  "I  would  have  started  a 
whole  new  chain.  ■ 


Twice 
Liberated 

Mary  G.  Roeblixg  didn't  wait  for  Wom- 
en's Lib.  She  was  ahead  of  it,  way  ahead. 
In  1936  her  second  husband,  Siegfried 
Roebling  (a  descendant  of  the  Brooklyn 
Bridge  builders),  died  suddenly,  leaving 
her  a  big  block  of  stock  in  the  ailing 
Trenton  Trust  Co.  Mary  Roebling  had 
had  some  previous  business  experi- 
ence— but  nothing  like  running  a  bank. 
As  she  recalls  it,  her  father  and  father-in- 
law  urged  her  to  try.  "The  two  older  men 
told  me:  The  man  who  had  been  run- 
ning it  had  nearly  broken  it,  and  you  at 
least  have  common  sense.'  " 

So  she  did  something  very  liberated, 


Hand-Holder:  Women's  banks,  finan- 
cially, are  just  banks.  But  psychological- 
ly, Roebling  says,  they're  different. 


and  took  on  an  18-hour  day,  running  the 
bank  in  Trenton,  N.J.  and  taking  bank- 
ing courses  at  New  York  University.  "I 
would  get  on  the  train  in  Trenton  and 
would  have  a  salad  on  my  way  to  my 
classes  in  New  York,'  Roebling  says.  "If 
the  man  sitting  across  the  dinner  table 
wasn't  already  a  Trenton  Trust  customer, 
he  would  be  by  the  time  he  got  off  the 
train." 

Between  1937  and  1972  Roebling  built 
the  bank's  assets  from  $17  million  to 
$200  million,  merged  it  into  the  National 
State  Bank,  Elizabeth,  N.J.  andbecame  Na- 
tional State's  chairman  and  chief  busi- 
ness-getter. Sometime  this  summer,  Na- 
tional State  will  be  merged  into  Garden 
State  National  Bank,  and  Roebling  will 
be  eased  into  a  vice  chairmanship.  But 
she  has  immediately  embarked  on  a  new 
leadership  course  as  chairman  of  The 
Women's  Bank,  N.A.  in  Denver,  which 
is  about  to  open.  "Women's  banks  can  do 
nothing  more  for  women  than  any  other 
bank,  except  maybe  be  better  listeners, 
and  give  them  more  time,  advice  and 
direction  than  an  ordinary  bank  would 
give,"  she  says.  "It's  a  psychological 
thing,  really." 

This  you  might  say  is  Mary  Roebling  s 
fourth  career — merchandiser,  house- 
wife, bank  boss  and.  now,  bank  founder. 
Quite  a  life  for  a  woman  who  won't  say 
how  old  she  is  but  certainly  will  never 
see  her  70th  birthday  again.  But  then, 
banker  Mary  Roebling  is  twice  liberated: 
From  age  stereotypes  as  well  as  from  sex 
stereotypes.  ■ 


High  Class — 
Like  Watergate 

You  might  have  expected  that  people 
looking  to  spend  $100,000  to  $125,000 
on  condominium  townhouses  around  the 
nation's  capital  would  be  turned  off  by 
anything  named  Watergate.  Not  so,  says 
James  F.  Roberts,  president  of  W  ater- 
gate Developments,  Inc.,  and  the  man 
in  charge  of  selling  the  high-priced  town- 
houses  at  a  development  called  Water- 
gate in  Alexandria.  In  fact,  business  is  so 
good  that  Roberts  is  calling  his  other 
development — a  1.460-unit  condo  high- 
rise  on  the  outskirts  of  Alexandria — Wa- 
tergate at  Landmark. 

How  come  respectable  people  want  to 
live  in  a  namesake  of  that  scandal?  Rob- 
erts, who  was  the  project  manager  w  hen 
the  original  Watergate  complex  was 
built,  explains,  "The  name,  locally,  has 
another  connotation.  It  says  affluence 
and  sophisticated  lifestyle.  That's  why  all 
those  people  were  in  the  Watergate  at 
the  time — Mitchell,  Stans,  Rose  Mary 
W  oods  and  the  Democratic  headquar- 
ters." So  eventually  there  will  be  a 
fourth  Watergate  in  the  D  C.  area — "We 
want  to  hang  onto  the  cachet,"  says  Rob- 
erts— whether  townhouse  or  high-rise 
condominium  is  undecided  yet.  In  fact, 
Roberts  is  so  enamored  of  the  name  he 
even  toys  with  the  idea  of  exporting  it 
back  to  his  native  Texas. 

The  possibilities  are  endless.  How 
about  Berchtesgaden-at-Aspen  for  a  ski 
resort  with  an  image  of  power?  ■ 
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Beer 
Baron 

Allin  W.  Proudfoot,  the  new  execu- 
tive vice  president  for  marketing  at  Jos. 
Schlitz  Brewing,  under  CEO  Daniel  F. 
McKeithan  Jr.,  is  in  the  hot  seat.  The 
company's  biggest  seller,  Schlitz  regular, 
has  lost  market  share,  dropping  Schlitz 
from  the  nation's  second  leading  brewer, 
after  Anheuser-Busch,  to  a  weak  number 
three,  well  behind  Miller  Brewing.  Big 
brewers  are  supposed  to  coin  money,  not 
lose  money,  but  in  the  first  quarter  of 
1978  Schlitz  nevertheless  reported  a  loss 
of  5  cents  per  share. 

Proudfoot's  first  step  early  this  month 
was  easy — he  switched  the  Schlitz  adver- 
tising account  to  a  new  agency,  J.  Walter 
Thompson.  "Schlitz'  key  problem  has 
been  the  quality  of  its  advertising," 
Proudfoot  says.  But  there  will  be  further 
steps,  such  as  coming  up  with  new  prod- 
ucts, and  turning  Schlitz  into  a  full-line 
brewery  with  such  offerings  as  a  "super- 
premium"  European-style  beer  to  com- 
pete with  A-B's  Michelob  and  Miller's 
Lowenbrau.  Proudfoot  will  also  push 
Schlitz  Light  brand,  introduced  in  1976, 
but  weaker  than  Miller's  Lite  Beer  and 


Good-bye  Gusto:  Schlitz'  Allin  Proud- 
foot claims  there's  nothing  wrong  with 
his  beer  but  its  advertising. 


already  outsold  by  A-B's  Natural  Light, 
introduced  only  last  year.  Another  possi- 
ble new  package  is  a  seven-ounce  bottle, 
which  A-B  introduced  for  its  Budweiser 
brand  in  1976. 

Proudfoot  looks  right  for  a  marketing 
giant's  role.  He  stands  6  feet  5V2  inches 
and  weighs  250  pounds.  He  has  some 
powerful  credentials  as  well.  He  was 
marketing  chief  at  Coca-Cola- U.S. A.; 
before  that  he  helped  establish  RJR.  In- 
dustries' food  division,  and  was  presi- 
dent of  Standard  Brands'  candies  divi- 
sion. He  left  Coke,  a  former  Coke  col- 
league says,  "for  money." 

Straw-in-the-wind:  Proudfoot  won  his 
big  job  at  Coke  for  successfully  pushing 
supermarket  sales.  He  can  be  expected 
to  do  the  same  with  Schlitz;  increasingly 
beer  now  is  bought  in  supermarkets  and 
consumed  at  home  in  front  of  a  TV  set. 
But  he  will  push  point-of-eonsumption 
sales,  too.  Of  this  famous  brand,  Proud- 
foot says,  "If  you  consider  the  fact  that 
there  were  over  2  billion  servings  of 
Schlitz  consumed  by  the  American  pub- 
lic in  1977,  there's  a  great  foundation  of 
good  will  and  acceptance."  His  task  will 
be  to  erect  some  solid  marketing  on  that 
foundation.  ■ 


"That's  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder" 'in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141. 


^BUTLER^ 
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But  for  you, 
Robert  Goddon 

the  mooi 


Look  where  the  science 
of  space  is  today. 

With  Robert  Coddard's  help,  man  has 
been  able  to  free  himself  from  Earth's  gravita- 
tional apron  strings,  to  launch  himself  and  his 
satellites  into  space  —  and  into  a  new  era. 

For  companies  like  Rockwell,  who  helped 
make  the  great  leap  possible,  ours  is  an  era  rich 
in  challenge.  We're  working  in  many  areas  to 
help  bring  the  current  and  potential  benefits  of 
space  down  to  Earth. 

The  science  of  space  is  just  one  of 
the  sciences  of  Rockwell.  For  more  about  the 
diverse  company  that  supports  these 
developments,  write  for  our  Annual  Report. 
Rockwell  International,  Dept.  815R, 
600  Grant  Street,  Pittsburgh,  PA  15219. 


Today,  only  expensive  one-way  rockets  can  put  man-made  sa 
lites  into  Earth  orbit,  but  next  year  a  Rockwell-built  Space  Shi 
orbiter  will  fly  its  first  of  over  100  missions  into  space.  It's  one 
fleet  of  orbiters  under  construction  for  NASA  —  as  part  of 
world's  first  reusable  space  transportation  system.  Shuttle  orb 
crews  will  place,  service  and  retrieve  satellites  in  space;  ope 
scientific  and  industrial  laboratories  carried  into  and  out  of  sp^ 
and  develop  the  technology  for  new  space  systems  such  as  » 
power  satellites.  The  Shuttle  is  the  key  to  space  operations  . . .  ar 
whole  new  era  of  benefits  for  mankind. 


October  19,  1899,  17-year-old 
ert  Goddard  climbed  a  tree 
lis  backyard  to  do  some 
ling.  Suddenly  he  en- 
ined  in  his  fertile  mind  a 
ce  for  flying  into  space, 
idea  was  later  entered  in 
liary  —  and  never  left  his 
'ination.  As  a  student 
later  a  doctor  of  physics, 
dard  did  exhaustive,  original 
jrch  on  rocket  propulsion  — 
on  March  16,  1926,  fired  the 
d's  first  liquid-fueled  rocket  to  a 
ht  of  41  feet. 

"hree  years  later,  aviation  pioneer 
les  Lindbergh  championed 
dard's  cause  and  arranged 
•perately  needed  financial  grant 
urther  research.  Today,  the 
is  using  over  200  of  Robert 
Sard's  patents  —  most 
em  basic  to  rocket 
le  operation. 


light  still  be 
reen  cheese. 


well  is  building  150  earth 
ns  for  the  new,  nation- 
,  satellite-based  television 
m  of  the  Corporation  for 
c  Broadcasting  (CPB).  This 
n,  the  world's  largest,  will 
Dve  signal  quality,  increase 
'amming  flexibility,  and 
antially  reduce  distribu- 
costs  for  all  public  televi- 
affiliates. 


This  is  a  570-mile-high  view  of 
Cape  Cod,  provided  by  NASA's 
LANDSAT  —  one  of  many 
satellites  that  Rockwell  engines 
have  boosted  into  space. 
LANDSAT's  orbiting  cameras 
now  help  locate  oil  and  gas 
deposits  —  and  improve  the 
management  of  agricultural, 
forestry,  range,  water  and 
marine  resources. 

Photo  courtesy  EROS  Data  Center 


Two  thirds  of  all  U.S.  manned 
space  flights  and  satellites  have 
been  launched  with  rocket  en- 
gines built  by  Rockwell.  We 
also  make  attitude  control  sys- 
tems, Shuttle  orbiter  main  en- 
gines, and  smaller  propulsion 
systems  for  deep  space. 


NAVSTAR  satellites  for  the  De- 
partment of  Defense  Global 
Positioning  System  (GPS)  are 
designed  and  built  by  Rockwell. 
When  fully  operational  in  1985, 
GPS  will  give  land,  sea,  air  or 
space  navigators  their  positions 
to  within  30  feet,  their  exact 
sDeeds  and  the  correct  time. 


Rockwell  International 

...where  science  gets  down  to  business 


BEECH  EXECUTIVE  KING  AIRS  OUTSELL 
ALL  FAN  JETS,  ALL  OTHER  TURBOPROP? 


In  the  early  1960s,  we  recognized  the 
need  for  a  versatile  general  aviation  aircraft 
that  combined  the  economies  of  piston 
engine  operation  with  the  high  performance 
of  pure  jets.  Our  answer:  the  King  Air 
series  of  turboprops. 

We  committed  our  best  research, 
engineering  and  marketing  talent  to  this 
idea  and  gave  them  strong  financial  and 
management  support.  Today,  our  six  King 
Air  models,  ranging  through  the  T-tail 
Beechcraft  Super  King  Air,  dominate  the 
corporate  aircraft  market.  In  the  past  two 
years,  they've  outsold  all  other  turboprops 
combined.  They've  also  outsold  all  fanjets 
combined.  With  companies  becoming 
increasingly  value  conscious,  this  sales 
trend  should  continue 

The  King  Air's  popularity  is  based  on 
its  versatility  and  14-year  performance 
record.  The  more  than  1,600  commercial 
King  Airs  now  in  service  throughout  the 
world,  along  with  275  military  models, 
have  logged  over  5.5  million  flight  hours, 
over  1.2  billion  travel  miles.  With  this  experi- 
ence, we've  been  able  to  carry  on  a  continu- 
ous product  improvement  program  which 


has  resulted  in  the  widest  range  of  con- 
venience, comfort,  price  and  performance 
choices  in  the  turboprop  field. 

We  stress  continuous  product  im- 
provement based  on  experience  for  all 
Beech  products:  aircraft,  missile  targets, 
helicopter  airframes,  assemblies,  compo- 
nents and  aerospace  systems.  It's  a  conce 
that  works.  Beech  Aircraft  completed  its 
fifth  consecutive  record  year  of  sales  and 
earnings  in  1977.  We  anticipate  another 
record  year  in  1978,  with  sales  in  excess  c 
$500  million  and  proportionate  earnings 
growth.  In  the  first  half  of  fiscal  1978,  sale: 
reached  $252,347,965,  and  net  income 
advanced  to  $16,972,286. 

At  Beech,  we  believe  in  quality  of 
product  and  quality  of  sales  and  earnings 


Year  Ended  Sept.  30      1977  1976  1975  1974  197 

(add  000) 

Net  Sales                  $417,420  346,926  267,149  241.603  204,66 

Cash  Dividends  Paid        7,018  5,369  4,432  3,614  3.14 

Net  Income                  25.483  20.631  15,612  12,479  10,02 

Stockholders'  Equity    109.319  89,328  73,786  62.864  55,35 


^eech  Aircraft  Corporatio 

Wichita,  Kansas  67201 


QUALITY:  WE  TURN  IDEAS  INTO  THE 
BEST  PRODUCTS  THAT  CAN  BE  MADE. 


Forbes 


Money  And  Investments 


The  Economy 


Business  To  The  Rescue 


Some  prophets  of  doom  keep  insisting  that  a  recession,  if  not 
just  around  the  corner,  lies  in  wait  sometime  early  next  year. 
But  the  steady  flow  of  economic  statistics  keeps  pointing  in  the 
other  direction.  Sure,  inflation  has  worsened  temporarily, 
though  not  as  worrisomely  as  some  think  (see  p.  31).  And  sure, 
consumers  are  getting  more  wary,  though  in  the  case  of  cars 
they  seem  to  be  buying  to  beat  future  price  jumps  now  that 
Detroit  has  dropped  its  old  once-per-model-year  price-change 
policy.  Consumer  spending  will  not  be  as  much  of  a  prop  for 
the  economy  as  the  year  wears  on.  Nor  will  housing  be,  as  the 
sharp  slowdown  in  new  savings  flows  makes  mortgage  money 
harder  and  harder  to  get.  

But  that's  not  the  whole 
picture.  State  and  local  gov- 
ernment spending  should 
be  rising  at  an  annual  rate  of 
5%  to  6%  for  the  rest  of  this 
year.  The  really  good  news, 
however,  is  that  the  pros- 
pects for  business  invest- 
ment, both  for  plant  and 
equipment  and  for  inven- 
tories, are  looking  better 
ind  better. 

The  ratio  of  manufactur- 
ing inventories  to  sales  fell 
to  1.52  in  March,  the  latest 
numbers  available  (see 
:hart).  That  was  the  lowest 
level  since  March  1951, 
tvhen  the  Korean  War  pro- 
duction surge  was  on.  Cou- 
ple that  with  a  growing 
backlog  of  orders  for  capital 
*oods,  which  typically  re- 
quire high  levels  of  inven- 
tories of  work-in-progress, 
ind  manufacturing  inven- 
tories have  no  place  to  go 
but  up.  Says  Alan  Green- 
span of  Townsend-Greenspan  &  Co.,  "Inventories  will  be  a  lot 
stronger  in  the  next  few  quarters  than  they  have  been.  Manu- 
facturers are  still  on  a  hand-to-mouth  buying  basis,  but  that  is 
*oing  to  stop." 

Wholesale  and  retail  inventories  don't  hold  such  promise, 
since  they  are  already  as  high  as,  if  not  a  tad  higher  than,  store 
managers  would  like.  Nevertheless,  the  combined  inventory/ 
sales  ratio  for  manufacturing  and  trade  is  also  close  to  its 
postwar  lows,  as  the  chart  shows. 

The  Commerce  Department's  latest  survey,  just  out,  shows 
that  business  intends  to  invest  $151  billion  in  new  plant  and 
equipment  this  year.  That  would  be  a  11.2%  increase  over  last 
year — 0.3  percentage  points  higher  than  the  total  for  the 
survey  released  last  March.  If  you  adjust  the  McGraw-Hill 
spring  investment  survey  for  its  year-after-year  upward  bias — 
it  reported  a  17.3%  rise  in  planned  capital  spending — it  match- 
es the  Commerce  numbers  closely. 

Moreover,  there  is  a  significant  shift  in  the  timing  of  invest- 
ment plans,  according  to  Commerce.  Because  of  the  terrible 
weather,  businesses  were  unable  to  spend  as  much  as  they 


Inventories:  Under  Control 

With  their  inventory-to-sales  ratio  at  its  lowest  level 
since  1950,  manufacturers  are  beginning  to  restock. 
That  will  give  the  economy  a  second-half  boost. 
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planned  in  the  first  quarter.  They  were  shy  about  $2  billion,  at 
an  annual  rate,  and  that  should  be  made  up  in  the  second  half 
of  the  year.  Overall,  the  level  of  spending  in  the  second  half  is 
expected  to  be  running  at  a  rate  of  S155.3  billion,  up  about  IV2 
percentage  points  from  the  March  survey. 

Most  of  the  planned  investment  increases  this  quarter  and 
later  in  the  year  are  in  manufacturing.  In  dollar  terms,  the 
biggest  rise  is  in  petroleum,  which  intends  to  be  spending  at  an 
annual  rate  of  $17.7  billion  in  the  fourth  quarter,  up  from  a 
$13.6-billion  rate  in  the  first.  Public  utility  outlays  are  expect- 
ed to  rise  strongly,  too. 

Naturally,  not  all  of  that  is 
increased  volume,  since 
prices  of  capital  goods  will 
probably  be  at  least  7V2% 
higher  in  1978  than  last 
year.  Greenspan  believes 
that  business  will  keep  right 
on  revising  its  investment 
plans  upward  as  the  year 
progresses.  He  is  forecast- 
ing a  7%  real  year-to-year 
increase  in  capital  spending, 
or  something  approaching 
15%  in  current  dollars. 

"Capital  goods  are  begin- 
ning to  move,"  he  explains, 
citing  a  long  list  of  reasons, 
including  long-delayed 
modernization  projects  and 
an  expectation  that  interest 
rates  and  other  costs  will  be 
higher  with  more  delay. 
"Seasonally  adjusted  non- 
residential construction 
jumped  2.2%  in  constant 
dollars  in  April.  On  the 
same  basis,  orders  for  fabri- 
cated construction  steel 
have  been  running  at  their 
highest  rate  since  1974  for  the  last  six  months  and  rose  a  bit 
more  in  April."  And  on  the  equipment  side,  where  virtually  all 
of  the  action  had  been  during  this  recovery,  unfilled  orders 
continue  to  rise. 

Looking  at  many  of  the  same  figures,  Charles  Schultze, 
chairman  of  the  Council  of  Economic  Advisers,  is  almost  as 
optimistic.  In  the  CEA's  latest  forecast,  Schultze  says,  "We've 
shaved  a  little  bit  of  the  7%  to  8%  we  were  looking  at  last  January, 
but  we  still  expect  good  growth  in  business  fixed  investment." 
The  CEA  was  more  optimistic  than  just  about  everybody  else 
with  last  winter's  forecast.  While  Schultze  will  not  give  a  precise 
figure,  his  new  number  is  between  6V2%  and  7%. 

The  strength  in  this  sector  ought  to  last  into  1979,  too.  The 
level  of  capital  projects  started  but  not  completed  ought  to  be 
rising  fairly  steadily  for  the  remainder  of  1978,  providing  a 
cushion  for  continued  activity  in  1979.  Greenspan,  for  in- 
stance, believes  the  rise  in  capital  spending  next  year  could  be 
nearly  as  large  as  this  year's.  If  he's  right,  that  would  mean  the 
doomsayers  are  going  to  be  wrong.  Put  it  all  together,  as  of 
now,  and  it's  an  odds  on  bet  that  thev  are.  — John  Berry 
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The  Bond  &  Capital  Markets 


How  Good  Are  The  8-By-8s? 

By  Ben  Weberman 

".  .  .  Don't  rush  into  these  savings  deals  .  .  ." 


^5lioul(l  you  rush  out  and  put  some  oi 
your  capital  into  those  sexy  new  savings 
certificates  that  the  banks  have  just  been 
authorized  to  issue?  The  six-month  certi- 
ficates carry  a  yield  pegged  to  that  of  six- 
month  Treasurj  bills,  about  7.16%  in 
early  June — with  thrift  institutions  al- 
lowed to  pay  a  quarter  point  over  that 
and  to  compound  daily  to  bring  the  re- 
turn to  7.H9r.  The  eight-year-or-longer 
certificates  pa)  up  to  7.759!  it  issued  In  a 
commercial  bank,  H7c  by  a  savings  and 
loan  or  savings  bank.  Eight  years,  8%. 
Thus  8-b\-8.  (With  daily  compounding 
the  rate  goes  to  8.45%.) 

This  contrasts  with  the  5.47'7c  (with 
daily  compounding)  that  the  banks  pay 
on  ordinary  savings — i.e.,  passbooks. 
Very  tempting.  But  don  t  rush  into  these 
savings  deals.  I  can  see  merit  in  the  six- 
month  jobs,  but  the  eight-year  certifi- 
cates don  t  look  at  all  good  to  me. 

But  don't  just  take  my  word  for  this. 
Listen  to  Robert  B.  Rivel,  president  of 
Union  Dime  Savings  Bank  of  New  York, 
former  executive  v  ice  president  at  Chase 
Manhattan  and  once  a  partner  in  the 
prestigious  W  all  Street  house  of  Lazard 
Freres.  Rivel  has  very  strong  views — 
against. 

Says  he:  "The  new  deposit  instru- 
ments of  unlimited  maturity  beyond 
eight  years  without  provision  for  earl) 
call  or  refunding  to  protect  tile  issuer 
and  without  sinking  fund  or  financial  dis- 
closure to  protect  the  depositor  repre- 
sent both  unsound  finance  and  question- 
able investment  value. 

Right  on.  Bob.  Agreeing  with  Rivel,  I 
would  much  prefer  to  put  my  money  in 
Treason  notes — eight-year  Treason' 
notes  recently  yielded  8.35%,  only  a 
shade  less  than  the  8.457r  that  the  thrift 
institutions  are  prov  iding  on  a  daily-com- 
pounding basis.  That  is — if  I  wanted  to 
buy  an  eight-year  issue  at  all.  Right  now 
I  still  recommend  avoiding  maturities 
beyond  four  years. 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


W  ith  the  certificates,  each  one  is  in- 
sured up  to  $40,000,  so  there  is  minimal 
credit  risk.  But  once  you  have  put  your 
money  into  the  bank  for  eight  years,  ten 
years  or  longer,  you  can't  get  it  back 
earlier  without  substantial  penalty.  If 
you  cash  in  the  certificate,  the  interest 
rate  on  the  issue  reverts  to  the  passbook 


Higher  Rates 

FROM  WEST  SIDE  FEDERAL  SAVINGS. 
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WEST  SIDE  FEDERAL  SAVINGS 


A  six-month  deposit  return  of  7.8%  is 
generous.  But  it  is  hard  to  justify 
eight  years  at  8.45%  . 


rate,  which  is  currently  only  5.47%.  That 
means  that  after  one  year's  investment  in 
the  deposit  certificate,  you  would  have 
to  give  back  the  equivalent  of  3%  (the 
difference  between  8.45%  and  5.47*^)  or 
three  points  of  principal.  After  two 
years,  six  points.  After  three  years,  nine 
points.  In  other  words,  the  certificates 
do  carry  potential  "market  risk  for  the 
investor  who  wants  money  back  early. 
Not  so  with  Treason  securities,  which 
are  readily  marketable  and  totally  liquid. 


The  bank  regulators,  however,  do  per- 
mit money  to  be  taken  out  in  another 
way  :  by  taking  a  loan  against  the  certifi- 
cate and  paying  interest  at  least  1% 
greater  than  the  yield,  the  same  as  giving 
up  one  point  of  price  for  each  year. 

One  additional  major  benefit  for  tht 
Treasury  investors  is  that  interest  or 
these  securities  is  exempt  from  state  in- 
come taxes,  though  subject  to  federa 
income  taxes.  Interest  on  bank  deposit? 
is  subject  to  both  state  and  federal  levies 
In  states  like  New  York  or  Massachu 
setts,  this  makes  a  big  difference. 

Okay.  So  you  take  my  advice,  shun  tht 
savings  certificates  and  decide  to  buy 
Treasury  notes  instead.  But  buy  ing  certi- 
ficates is  easy;  your  friendly  bank  is  eagei 
to  oblige.  How  do  you  buy  Treasury 

issues  J    Don't    be    embarrassed    if  yoi 

don't  know.  Few  people  do.  The  answei 
is:  either  from  a  banker  or  your  broker 
Some  brokers  will  handle  orders  foi 
Treasury  securities,  some  won't.  (If  yout 
broker  won't,  you  might  consider  switch- 
ing brokers.'  Most  bankers  and  broken 
will  charge  a  flat  $25  commission  or 
anything  from  $1,000  to  $100,000.  Also 
unless  you  are  buy  ing  in  $1 -million  pack 
ages,  you  will  have  to  pay  more  thai 
what  is  quoted  in  the  newspapers.  As  < 
rough  rule  of  thumb,  add  8  32s  to  th< 
newspaper-quoted  price.  That  comes  tr 
$2.50  on  a  single  bond.  $25  on  ter 
bonds.  $250  on  100  bonds. 

Thus,  the  damage  on  an  order  for,  say. 
$10,000  in  bonds  would  be  about  $50^- 
half  for  service  charge,  half  for  whal 
amounts  to  the  odd-lot  differential.  Anc 
it  s  the  same  when  you  go  to  sell.  So.  £ 
round  trip  in  $10,000  worth  of  Treasun 
notes  would  cost  around  $100 — about  si> 
weeks  interest  at  current  rates.  That's  < 
penalty,  but  a  small  penalty  comparec 
with  the  big  loss  in  interest  you  woulc 
sustain  if  you  wanted  to  get  out  earl) 
from  savings  certificates. 

One  last  word.  Stick  to  your  guns. 
Don't  let  the  banker  frighten  you  by 
say  ing  that  Treasury  notes  are  most  spec- 
ulative, that  they  fluctuate.  Sure  they 
do.  but  their  superlative  liquidity  i; 
more  than  compensation  for  all  but  the 
smallest  investor.  ■ 
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ANNOUNCING  a  whole  new  series  of  Special  Stock  Selectors 
ow  updated  weekly  in  The  Value  Line  Survey.  FOR  EXAMPLE: 


Met  Working  Capital 

nd  at  discounts  up  to  72%  off  tangible  book  value 


ese  are  very  special  situations— 
mething  like  cash  at  a  discount, 
e  per  share  liquidating  values  of 
sse  stocks  are  greater  than  their 
:ent  market  prices, 
company's  net  working  capital  is 
a  current  assets  (cash  and  equiv- 
ints)  that  would  remain  if  ALL 
bilities  and  preferred  stock  were 
be  retired. 

1700  stocks  under  review  by  The 
lue  Line  Investment  Survey,  we 
w  pinpoint  23  stocks— including 
me  big  names— currently  selling 
low  net  working  capital  per  share 
ilue  Line  May  12). . .  and  as  much 
72%  below  tangible  book  value 
r  share. 

pecial  Stock  Selectors 

e  list  of  stocks  in  the  above  eate- 
ry will  come  to  you  automatically 
der  the  offer  below .  .  .  along  with 
/eral  other  Special  Stock  Selectors 
w  updated  every  week  in  the  ex- 
nded  Value  Line  Survey,  including: 
GHEST  YIELDS— The  100 
>cks  (among  1700  under  regular 
/iew)  offering  the  highest  yields, 
sed  on  estimated  dividends  in 
)  next  12  months.  The  yields  cur- 
itly  range  from  8.8%  to  18% 
ilue  Line  May.  12). 
GHEST  APPRECIATION  PO- 
NT! AL— The  100  stocks  offer- 
I  the  highest  3  to  5  Year  Appre- 
tion  Potential,  based  on  estimated 
mings  and  P/E's  in  that  future 
an.  The  potentials  currently  range 
m  180%  to  510%  (Value  Line 
ly.  12).  CAUTION:  some  of  these 
icks  are  very  risky. 
DST  TIMELY  STOCKS— The 
3  stocks  currently  ranked  1  (High- 
:)  and  the  300  ranked  2  (Above 
erage)  by  Value  Line  for  Prob- 
le  Price  Performance  in  the  Next 
Months— relative  to  all  1700 
>cks  under  regular  review. 
)NSERVATIVE  STOCKS— The 
cks  ranked  1  (Highest)  and  2 
)ove  Average)  for  Safety— rela  five 
all  1700  stocks. 

rOCKS  AT  DISCOUNTS 
tOM  LIQUIDATING  VALUE— 

explained  above. 

EST  PERFORMING  STOCKS 

The  50  or  so  stocks  that  have  gone 
most  (or  down  least)  in  price  over 


the  last  13  weeks.  The  best  perfor- 
mances currently  range  from 
+47.9%  to  +129.4%. 
WORST  PERFORMING  STOCKS 

— The  50  or  so  stocks  that  have 
gone  down  most  (or  up  least)  in 
price  over  the  last  13  weeks.  The 
worst  performances  currently  range 
from  -7.6%  to  -45.2%. 

You  Get  All  This,  Too 

In  addition  to  these  Special  Stock 
Selectors,  every  week— for  EACH 
of  1700  stocks— Value  Line's  week- 
ly Summary  &  Index  shows  the  cur- 
rent ratings/measurements  for 
Price  Performance,  Safety,  Yield, 
Long-Term  Appreciation,  P/E 
Ratio,  Beta  .  . .  plus  earnings  and 
dividend  data,  past  actual  and  future 
estimated. 

Every  week  you  also  receive  new 
full-page  Ratings  &  Reports  on 
about  130  stocks,  updating  and  re- 
placing the  previous  reports  on  the 
same  stocks  which  are  in  your  bind- 
er. During  a  13-week  cycle,  new  re- 
ports like  this  are  issued  on  all  1700 
stocks.  The  Ratings  &  Reports  in- 
clude detailed  price/volume  charts 
and  22  series  of  vital  statistics  go- 
ing back  15  years  and  estimated  3 
to  5  years  ahead.  Filing  .takes  less 
than  a  minute  a  week.  All  this  mate- 
rial is  so  organized  in  your  binder 
that  you  can  quickly  turn  to  a  con- 
tinually updated  report  on  almost 
any  leading  stock. 

Special  Invitation 

You  can  receive  the  complete  Value 


Line  Investment  Survey  (with  full 
30-day  money-back  guarantee)  for 
the  next  10  weeks  for  only  $29— 
about  HALF  the  regular  rate— if  no 
one  in  your  household  has  sub- 
scribed in  the  past  two  years.  And 
you  get  these  2  bonuses: 

BONUS  #1  — 

Value  Line's  2400- 
page  Investors 
Reference  Service, 
including  our  lat- 
est full-page  Re- 
ports on  each  of 
1700  stocks  .  .  . 
fully  indexed  and 
looseleaf-bound  for  easy  reference, 
and  systematically  updated  by  new 
full-page  Reports  in  the  weeks 
ahead. 

BONUS  #2— 

Investing  in  Com- 
mon Stocks,  the 
64-page  "classic" 
by  Arnold  Bern- 
hard,  Value  Line's 
founder  and  re- 
search chief,  re- 
vealing methods 


Investing  in 
Common  Stocks 


«nh  rbc  aid  of 

The  Value  Line  Rankings 
and  olber  Criteria  of 
Slock  Value 


of  stock  evaluation  that  took  decades 
to  refine.  You  KEEP  this  book  even 
if  you  return  the  other  material  for 
your  money  back. 

This  subscription  is  tax-deductible 
if  utilized  to  aid  in  the  management 
of  your  investments. 

To  accept  this  no-risk  double-bonus 
invitation,  mail  the  coupon  today. 
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SIGNATURE 


(The  Value  Line  Investment  Survey  \ 

■  Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.  •  New  York,  N.Y.  10017 

'  □  Begin  my  10-week  trial  to  The  Value 
|  Line  Survey  (limited  once  to  any  house- 
.  hold  every  two  years)  and  send  me  the 
)  two  bonuses  listed  above.  Check  for  $29 

I is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
I  SPECIAL  EXTRA  BONUS 
I  A   famous-make  pocket-size 
I   ELECTRONIC  CALCULATOR 
'  (with  full  memory)  given  to  you 
I  when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
|  —and  send  payment  now. 

ID  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 

I my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 
I  □  Enter  my  subscription  now.  Bill  me  for 
'  $295.  (Does  not  include  the  calculator.) 


■  ODD 

ccroc 
rcroc 

CCC  BO 
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NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able. Foreign  rates  on  request.  (NY  residents 
add  sales  tax.) 
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Market  Comment 


Responding  To 
Volume  Change 

By  Lucien  O.  Hooper 


i 


".  .  .  The  significance  of  rising  volume  is  that 
it  tends  to  increase  interest  in  the  stock  market . 


n  the  period  between  Apr.  12  and 
May  19  the  volume  of  trading  on  the 
New  York  Stock  Exchange  increased 
sharply.  Statistically,  it  was  at  an  annual 
turnover  of  ownership  rate  of  34%, 
which  compares  with  23%  in  all  of  1976, 
21%  in  all  of  1975  and  16%  in  all  of  1974. 
Hack  in  1942  turnover  declined  to  as 
little  as  9%  and  in  1940  to  14%.  Distur- 
bance of  ownership  declined  sharply  in 
the  1940s  as  against  the  1930s  and  never 
has  recovered  to  figures  like  67%  in 
1930,  91%  in  1920  and  127%  in  1910. 

Most  people  do  not  realize  how  the 
volume  of  listings  on  the  NYSE  has  in- 
creased. At  the  end  of  April  there  were 
26.4  billion  shares  listed,  which  com- 
pares with  20  billion  at  the  end  of  1973 
and  10.5  billion  as  recently  as  1966.  At 
the  end  of  1960  there  were  6. 1  billion 
shares  listed  and  at  the  end  of  1950,  214 
billion  shares.  Listings  on  the  NYSE  are 
up  214  times  since  1973,  ten  times  since 
1950,  21  times  since  1930  and  105  times 
since  1920. 

This  huge  increase  in  listings  is  due 
partly  to  so  many  new  firms  listing  their 
shares  on  the  NYSE,  but  even  more  to 
the  epidemic  (that's  what  I  call  it)  of 
splits  and  stock  dividends,  which  has 
been  virulent  since  the  1920s.  In  the 
1920s  there  were  only  a  handful  of  com- 
panies that  had  as  many  as  5  million 
shares  outstanding.  Today,  a  company 
that  has  no  more  than  10  million  shares 
outstanding  is  regarded  as  having  a  small 
capitalization. 

While  the  annual  rate  of  turnover — or 
the  quarterly  rate  of  turnover,  or  the 
monthly  rate  of  turnover — is  much  more 
important  than  the  daily  rate,  it  may  be 
helpful  to  cite  a  few  rough  figures  to  show 
the  relation  between  daily  volume  on  the 
New  York  Stock  Exchange  and  the  turn- 
over it  indicates:  A  20-million-share  day 
means  an  annual  turnover  of  about  18%; 
30  million  about  25.6%;  35  million, 
31.8%;  40  million,  36.3%;  45  million, 

Lucien  O.  Hooper  is  vice  president  of  the 
NYSE  firm  o  f  Thomson  McKinnon  Securities. 


40.6%  and  50  million,   about  45.4%. 

In  my  opinion  there  is  no  reason  to 
doubt  that  institutional  accounts  are 
trading  their  portfolios  faster  than  for- 
merly and  that  individual  portfolios  are 
being  disturbed  much  less  frequently 
than  institutional  portfolios.  This  may  be 
part  of  the  explanation  of  the  better  stock 
investment  experience  of  individuals  as 
compared  with  institutions. 

The  significance  of  rising  volume  is 
that  it  tends  to  increase  interest  in  the 
stock  market.  After  a  long  period  of  low- 
er prices,  or  stagnation,  a  rapidly  rising 
volume  of  trading  suggests  higher  prices. 
On  the  other  hand,  after  a  long  period  of 
enthusiasm  and  rising  prices,  a  sharp 
increase  in  volume,  either  with  rising  or 
falling  ([notations,  suggests  lower  prices. 

I  interpret  the  recent  increase  in  vol- 
ume as  an  indication  that  a  new  impor- 
tant rise  in  stock  prices  has  begun.  I 
would  be  more  inclined  to  add  to  hold- 
ings on  weakness  than  to  reduce  posi- 
tions on  strength. 

Durr-FiUauer  Medical  (12)  is  a  still 
relatively  small  major  southeastern  dis- 
tributor of  pharmaceuticals,  drugstore 
sundries  and  medical  products.  It  also 
supplies  hospitals,  nursing  homes  and 
laboratories.  Sales  and  profits  have  been 
showing  a  consistent  increase  in  recent 
years  and  so  have  profit  margins.  There 
is  a  good  chance  that  profits  this  year  w  ill 
get  up  around  $1.30  a  share,  compared 
with  SI. 09  in  1976  and  88  cents  as  re- 
cently as  1974.  The  company  is  constant- 
ly entering  new  geographical  areas  and 
wherever  it  goes  it  seems  to  be  able  to 
take  business  from  its  competitors. 
There  are  about  1,314,000  shares  out- 
standing junior  to  approximately  S6  mil- 
lion of  funded  debt.  I  like  the  company's 
line  of  business,  its  capitalization  and  its 
consistent  record  of  grow  th. 

Marathon  Manufacturings  (24)  con- 
struction group  is  understood  to  be  the 
largest  U.S.  builder  of  offshore  drilling 
rigs.  The  demand  for  these  rigs  is  in- 
creasing as  the  recent  surplus  evapo- 
rates.  This  should   mean  a  favorable 


trend  in  earnings.  The  company's  heav; 
equipment  division,  which  includes  tb 
business  formerly  operated  by  LeTour 
neau.  has  been  doing  especially  well.  I 
is  believed  that  Marathon  can  earn  abou 
S3. 50  a  share  this  year  as  against  tb 
S2.81  earned  in  1977.  The  backlogs  c: 
unfilled  orders  of  some  of  the  company' 
divisions  extend  into  the  1980s. 

Some  of  the  stocks  that  look  reason 
ably  priced  as  investments  are  Boeiii) 
(52),  McDonnell  Douglas  (33),  Unitei 
Technologies  (45),  Union  Pacific  (48) 
Kerr-McGee  (48).  American  Can  (40) 
Timken  Co.  (51),  Phelps  Dodge  (25),  At 
cher-Daniels-Midland  (17),  Newmon 
Mining  (19)  and  Frceport  Minerals  (22). 

While  Avco  (25)  has  had  a  large  ad 
vance  from  a  low  of  12%  last  year  and 
low  4V6  in  1976,  the  stock  still  look 
reasonably  priced  and  even  inviting  01 
the  basis  of  possible  earnings  of  S8  or  S 
a  share  this  year.  Avco's  Lycoming  divi 
sion  is  doing  well.  One  of  the  best  tiling 
for  Avco,  however,  has  been  the  (inane 
division,  the  former  Seaboard  Financ 
Co.  The  heavy  charges  ahead  of  the  com 
pany  do  not  look  so  menacing  in  v  iew  c 
the  company's  regularly  increasing  earn 
ings.  Of  course,  the  stock  is  speculative 
but  it  does  not  look  as  dangerous  as  it  dii 
18  months  ago  when  it  was  at  20%  of  tb 
present  price. 

Houdaille  Industries  (22)  often  is  re 
garded  primarily  as  a  producer  of  auto 
mobile  parts.  Actually  last  year  auto 
motive  products  accounted  for  onl 
about  23%  of  sales  and  30%  of  earnings 
while  the  machine  tool  industry  pro 
vided  23%  of  sales  and  36%  of  earnings 
Other  divisions  are  miscellaneous  indus 
trial  products  and  construction  materi 
als.  The  important  thing  for  Houdaill 
now  is  the  great  prosperity  of  the  ma 
chine  tool  industry  to  which  this  columi 
was  calling  attention  about  a  year  ago 
There  is  a  good  chance  that  Houdaill 
may  earn  as  much  as  S3. 25  a  share  thi 
year,  compared  with  S3. 14  last  year.  Thi 
shares  of  this  medium-sized  diversifie< 
company  deserve  watching.  ■ 
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Own  your  own  piece  of  the  Rockies! 


it  years  ago  the  publishers  of  Forbes  Magazine  began 
ering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
nch  in  five  acre  minimum  sections  called  Sangre  de  Cristo 
nches.  More  than  95%  of  that  land  has  been  purchased 
date.  Sangre's  success  exceeds  all  expectations, 
teen  miles  northeast  of  that  area,  deep  in  the  heart  of 
rbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
surpassing  beauty.  This  hidden  mountain  valley  was  once 
|  hunting  ground  of  Indians  and  later  conquered  by 
nquistadores.  It  remains  today  almost  as  it  was  when 
n  first  saw  it. 

:'ve  named  it  Forbes  Park. 

td  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
nches  Inc.,  is  inviting  people  who  have  a  special  appreci- 
an  for  the  beauty  of  nature  and  who  want  more  out  of  life, 
acquire  a  homesite  in  this  unspoiled  mountain  valley. 

:ain  the  HUD  property  report  from  developer  and  read  it 
ore  signing  anything.  HUD  neither  approves  the  merits 
he  offering  nor  the  value,  if  any,  of  the  property. 


Cash  prices  range  from  $3,500  to  $  12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests.  Hunting 
is  not  permitted  here,  but  many  sports  including  fishing, 
cross-country  skiing,  boating,  swimming,  horseback  riding, 
tennis  and  mountain  climbing  will  be  available  in  the 
recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and  other 
recreational  areas  set  aside  for  the  enjoyment  of  Forbes  Park 
land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and  full 
details  on  our  liberal  money-back  and  exchange  privileges, 
without  obligation,  please  fill  in  the  coupon  or  card  and  mail 
to:  Forbes  Park,  Box  303,  Fort  Garland,  Colorado  81133. 


an  oiler  ot  solicitation  in  those  slates  where  the  property  is  not  registered 

FORBES, 

PARK  R 

Development  of 
Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 

Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  from  the 
developer  or  New  Jersey  broker  and  read  it  before  signing  anything. 


Name. 


Address. 
City  


Telephone . 


IL-78-205   AD15618(a)    MI-77-361    OAD-77  000337A 

3778 


.State. 


Zip. 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA77-432 


Around  the  world, 
Ingersoll-Rand  machines 
capture  and  conserve  energy 


In  oil  fields,  power  plants,  coal  mines, 
processing  plants,  gas  exploration  and 
transmission ...  Ingersoll-Rand  machines 
are  busy  helping  people  involved  with 
energy.  For  example: 

1.  Mining  coal  from  deep  inside 
Kentucky.  Lee-Norse  continuous 
miners,  working  in  seams  as  low  as 
30  inches,  can  rip  loose  and  load  1000 
tons  of  coal  in  8  hours.  Productivity 
like  this  helps  make  coal  an  attractive 
alternative  to  oil. 


2.  Heating  and  cooling  in  Connecticut. 

Twelve  Terry  steam  turbines  help  supply 
29  offices  and  buildings  with  steam  in 
winter  and  chilled  water  for  air  condition- 
ing during  summer  months.  Comparedto 
having  many  small  systems,  this  efficient 
method  saves  fuel,  capital  and  labor 
costs. 

3.  Capturing  pollutants  in  Kansas.  An 

electric  utility  uses  these  rubber-lined 
slurry  pumps  in  a  system  that  keeps 
sulfur  dioxide  and  ash  from  entering  the 
air.  Tough  l-R  slurry  pumps  can  propel 
concentrations  of  up  to  75%  solids. 


4.  Forcing  oil  up  from  the  North  ! 

I-R  turbine-compressor  modules  pi 
surize  the  gas  that  emerges,  and  oi 
reciprocating  compressors  force  it 
•into  the  ocean  floor  This  gas  then  r 
force  out  more  oil.  And  it  remains  ir 
ground  for  future  use 

5.  Repressurizing  an  oil  field  in  tl 
Middle  East.  Ten  15.000-horsepov 
pumps  will  move  sea  water— 4.2  m 
barrels  a  day  by  mid-1978— throug 
60-inch  pipeline  to  an  oil  field.  Then 
water  will  be  forced  into  the  ground 
help  push  out  additional  oil. 


rilling  for  gas  in  New  York.  This 
He  rock  drill  sets  up  and  starts  drilling 
ss  than  an  hour.  That  reduces  explor- 
i  costs,  allowing  a  wider  search 
ew  sources  of  supply. 

arnessing  waste  heat  in  Tennessee. 

gases  created  during  fertilizer  manu- 
jre  drive  a  turbine,  which  in  turn 
ides  combustion  airformakingnitric 
.  Ingersoll-Rand  designed  and  built 
entire  fuel-saving  compressor  train. 

umping  gas  from  the  U.S.S.R. 

-R  compressor  units  will  help  pump 
et  gas  in  Austria  and  Germany  to 


France.  Our  highly  efficient  gas  turbines 
have  logged  a  99.5%  availability  record, 
partly  because  of  very  fast  changeout 
when  repairs  are  needed. 

These  are  just  some  of  the  ways  Ingersoll- 
Rand  machines  help  innovative  people 
capture  and  conserve  energy  resources. 


ENERGETIC 
IN  ENERGY 


In  fact,  that's  what  l-R  does  best:  supply 
technological  muscle  to  make  ideas 
work.  And  we  do  it  in  a  big  way.  Our  1 977 
sales  exceeded  2.1  billion  dollars. 

Write  for  our  Annual  Report  or  product 
literature.  Ingersoll-Rand,  Dept.  A-922, 
Woodcliff  Lake,  NJ  07675. 


Ingersoll-Rand, 


Money  And  Investments 


CALL 


638-1527 

or  (301) 547-2136  collect 

*  Income  muy  be  subject  to  taxes 
in  some  states. 


A  no-load  fund.  Free  prospectus.  Call  or  write 
Rowe  Price  Tax-Free  Income  Fund,  1 00  East 
Pratt  Street,  Baltimore,  Maryland  21202. 

Dec!  A6 


ROWE 

TAX-FREE  INCOME  FUND 


For  more  complete  information  including  management  fee  and 
other  charges  and  expenses,  obtain  a  prospectus  Read  it 
carefully  before  you  invest  or  send  money. 


*S8ss 


NO  LOAD 

no  sales  or  redemption  charge 


NEUBERGER &  BERMAN  MANAGEMENT 

522  5th  Ave.,  New  York,  N.Y.  10036  Dept.  F  P 
Please  send  prospectus  and  other  material. 


Name  

Address. 
City — — 


-Zip. 


Save  time!  Call  toll  free  day  or  night: 
800-323-9111,  operator  41. 

A  prospectus  containing  more  complete  informa- 
tion about  Partners  Fund,  including  all  charges 
and  expenses  will  be  sent  upon  request  or  receipt 
of  the  coupon.  Read  it  carefully  before  you  invest. 
Send  no  money. 
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The  Takeove 
Game 

By  Heinz  H.  Biel 


I  akeovers  have  been  the  best  game 
in  town  for  quite  some  time.  The  odds  to 
get  into  one  are  not  good,  but  if  you  win, 
the  payoff  is  tremendous.  There  even 
were  plans  afoot  some  time  ago  to  launch 
a  mutual  fund  specializing  in  potential 
takeover  candidates,  but  the  lawyers 
nixed  it,  because  it  might  have  involved 
the  improper  use  of  inside  information. 

It  is  a  widely  held  belief  that  takeover 
bids  reflect  the  true  value  of  a  stock  more 
accurately  than  does  the  stock  market.  In 
my  opinion,  this  is  a  fallacy.  Or,  to  put  it 
more  bluntly,  pure  baloney.  This  myth  is 
intended  to  create  a  bullish  atmosphere 
by  using  it  as  evidence  that  stocks  in 
general  are  grossly  undervalued. 

It  is  quite  possible  that  individual 
stocks  or  even  the  entire  stock  market 
should  be  selling  at  a  higher  price  in 
view  of  prospective  earnings  and  divi- 
dends, and  particularly  because  of  the 
continuing  depreciation  of  the  dollar. 
But  takeover  bids  by  themselves  prove 
nothing,  except  that  the  bidder  thinks 
that  a  company  in  his  hands  is  worth  a 
great  deal  more  than  it  was  before.  This 
may  or  may  not  prove  to  be  the  case,  just 
as  buying  an  old  car  does  not  necessarily 
make  it  an  antique  worth  many  times  its 
original  cost. 

Many  heads  were  shaken  when,  last 
fall,  Kennecott  Copper  eventually  raised 
its  bid  for  Carborundum  to  $66  a  share. 
Some  Kennecott  shareholders,  thinking 
their  company's  management  was  com- 
pletely out  of  its  mind,  sued — unsuccess- 
fully. The  Carborundum  people,  exceed- 
ingly negative  at  first,  must  have  been 
amazed  at  the  price  Kennecott  was  will- 
ing to  pay.  When  there  is  enough  money 
on  the  line,  plus  other  promises,  a  girl 
will  say  yes,  even  if  the  suitor  has  a  big 
wart  on  his  nose. 

What  did  Kennecott  get  for  all  of  its 
money?  Well,  first  of  all  it  quickly  got  rid 
of  its  huge  cash  hoard  (from  the  sale  of 
Peabody    Coal),    which,  management 

Hi  inz.  H  Bid  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


thought,  made  it  vulnerable  to  poteiB 
raiders.  But  it  also  got — and  that  I 
have  made  the  acquisition  worth 
price — an  excellent  management  te 
which  quickly  moved  into  the  new 
ent's  key  management  positions. 

It  is  ironic  that  Kennecott  is  now 
fending  itself  against  an  "unfrien 
takeover.  You  wonder  who  is  calling] 
kettle  black.  Curtiss- Wright,  it  see 
does  not  want  the  copper  business 
the  Carborundum  Co.  and  the  pe< 
who  made  that  company  great, 
wouldn't  hurt  Curtiss- Wright  to  hav« 
own  management  beefed  up  a  bit. 

More  recently  Philip  Morris  mac 
bid  for  the  Seven-Up  Co.  After  sc 
feeble  attempts  to  resist,  which  foi 
Philip  Morris  to  raise  its  bid  to  $4 
share,  the  controlling  shareholders 
Seven-Up  accepted. 

Last  April,  before  Philip  Morris  m 
its  move,  the  stock  of  Seven-Up  sol< 
low  as  25%.  This  was  10.8  times  the 
12  months'  earnings,  and  the  divid 
yield  was  5.4%.  As  the  comparable  ra 
for  Coca-Cola  and  PepsiCo,  also  at  tl 
April  lows,  were  multiples  of  13.1  anc 
and  yields  of  5%  and  49c,  respectiv 
Seven-Up  was  not  undervalued  in  r 
tion  to  the  industry  's  two  majors.  Pb 
Morris  evidently  thought  otherwise, 
ing  willing  to  shell  out  more  than  he 
billion  dollars  for  a  company  whose  s; 
last  year  were  only  $251  million. 

Quite  possibly  the  acquiring  comp 
may  be  a  better  judge  of  value  than 
stock  market.  But  value  to  whom?  If 
management  of  Philip  Morris  belie 
that  Seven-Up  is  worth  20  times 
year's  earnings  and  more  than  twice 
sales,  it  must  be  convinced  that  undei 
guidance  the  company  can  greatly 
crease  its  profits  in  a  relatively  sr 
time.  To  this  a  Philip  Morris  sharehol 
can  only  say:  Amen! 

This  field  of  takeovers  is  so  vast  the 
can  be  covered  only  tangentially  in  I 
column.  However,  a  few  words  sho 
be  said  about  the  attempts  of  many  m 
agements  to  prevent  takeover  efforts  I 
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ock  Comments 


jthods  that  do  irreparable  harm  to  the 
;ioeconomie  structure  of  this  country 
destroying  corporate  democracy, 
ey  sneak  into  the  proxy  statement  pro- 
sals  to  change  the  bylaws  so  that  a 
alified  majority  vote,  sometimes  as 
ich  as  80%,  is  needed  to  approve 
•rgers  or  similar  deals,  and  they  stag- 
■  the  tenure  terms  of  the  directors.  As 
)xy  statements  are  written  by  lawyers 
legalese,  few  people  understand  their 
I  meaning.  The  shareholder,  in  effect, 
asked  to  disenfranchise  himself.  For 
ose  benefit? 

Some  managements  behave  as  if  they 
ned  their  positions  in  perpetuity.  No- 
iy  else  should  have  the  right  to  dis- 
ge  them,  regardless  of  how  much  of 
I  stock  is  owned  by  whom.  These  busi- 
>smen  set  a  terrible  example  for  this 


.  .  Buying  an  old  car 
>es  not  necessarily 
ake  it  an  antique 
orth  many  times  its 
iginal  cost .  .  ." 


intry.  Some  time  ago  there  were  com- 
ints  about  the  "Imperial  Presidency" 
ich,  it  was  feared,  was  undermining 

democratic  processes  of  our  govern- 
nt.  Corporate  managements  that  try 
change  the  law  of  majority  rule  behave 
:  politicians  who  stuff  the  ballot  boxes, 
y  such  limitation  of  shareholders'  vot- 

rights  is  bad  and  the  New  York  Stock 
change  should  seriously  consider  not 
ing  such  shares,  just  as  it  does  not  list 
lvoting  stock. 

Vs  the  Carborundum  case  shows,  good 
nagements  don't  have  to  worry  about 
ir  salaries,  pensions  and  perquisites. 
iy  stand  on  their  record  and  do  not  need 

protection  afforded  by  rigged  elec- 
is.  If  we  want  to  keep  American  busi- 
;sfree,  strong  and  competitive,  the  way 
;et  rid  of  mediocre  or  even  incompetent 
nagement  must  be  kept  open, 
rakeovers  got  a  bad  name  in  the  Six- 
;  when  some  conglomerators,  then 
led  raiders,  used  "Chinese  money"  for 
[uisitions,  which  often  made  no  eco- 
nic  sense  at  all.  Now,  however,  most 
eovers  are  for  cash  or,  for  the  tax 
ivenience  of  the  seller,  high-grade  in- 
tment  securities.  If  a  buyer  pays  what 

think  is  an  expensive  price  for  the 
L-k,  that  is  his  problem.  But  the  right 
accept  or  refuse  a  bid  belongs  to  the 
reholder,  and  no  paternalistic  and 
netimes  selfish  management  should 
allowed  to  usurp  this  right.  ■ 


FIR 


NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 


NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


Get  to  know  Conrac... 


before  you  yell  at  Ma  Bell 

Our  Alston  Call  Account*  Systems,  hooked  to  your  PBX  or 
Centrex,  will  tell  you  who  is  calling  where,  how  long  they're 
talking,  report  WATS,  FX  and  tie-line  usage... give  you  complete 
records  to  control  phone  use,  abuse  and  costs.  If  you  know  a 
phone  company  engineer,  ask  him  about  Conrac.  He  knows  us 
well . . .  and  so  should  you  if  you're  looking  for  a  company  on  the 
move.  For  example,  our  sales  to  the  telecommunications  market 
show  a  compound  growth  rate  of  over  30  percent  since  1972.  At 
Conrac,  we  manage  for  growth . . .  successfully. 

CONRAC 

Write:  Conrac  Corporation,  Three  Landmark  Square,  Stamford,  Conn.  06901 
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'  ■•'  i  y ) 
CURRENT  RATE 
ON  REGULAR 
PASSBOOK  SAVINGS 


6.27%EFFECT,VE 


ANNUAL  YIELD 


Money  And  Investments 


•  DIVIDENDS  COMPOUNDED  DAILY 

•  EARN  FROM  DAY  OF  DEPOSIT 

•  NO  TIME  RESTRICTIONS 

•  NO  MINIMUM  DEPOSIT 


7 


0/     ONE  YEAR  CERTIFICATE, 
/0    $5000  MINIMUM,  COMPOUNDED 
DAILY  FOR  AN  EFFECTIVE 
ANNUAL  YIELD  OF  7.35% 


BALTIMORE  COUNTY  SAVINGS  &  LOAN,  ASSN. 

1736  Merriti  Blvd..  Baltimore,  MD.  21222 

Phone  301-288-4700 
Please  send  information  on  your  Savings  Plans 
NAME   


ADDRESS 
CITY  


_STATE . 


Accounts  Insured  to  $40,000  by  MSSIC 
SAVE  BY  MAIL:  WE  PAY  POSTAGE 


FB 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly  divi- 
dend of  38  cents  per  share  on 
the  common  stock  of  the  Com- 
pany, payable  July  3,  1978  to 
shareholders  of  record  at  the 
close  of  business  June  9,  1978. 


Dallas,  Texas 
May  19,  1978 


E.  FONVILLE 

Secretary 


Principal  Subsidiaries 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 


Thanks  its  working 

The  United  Way 


T*  V    advertising  contributed 
•     for  the  public  good 

O  The  United  Way  of  America  1973. 


Hot  Tips  And 
Cool  Nerves 

By  Ann  C.  Brown 


■  mecently  I  took  a  little  breather  from 
the  stock  market's  multi-multimillion- 
share  trading  days  to  visit  my  favorite 
resort  for  a  bit  of  rest  and  relaxation.  One 
of  the  many  amenities  of  this  most  gra- 
cious of  gracious  retreats  is  that  the  man- 
agement will  special  order  The  Wall 
Street  Journal  for  any  guest  upon  re- 
quest. On  my  previous  stay  over  the 
winter  holidays,  I  noted  that  only  five  of 
us  hardy  souls  signed  up  to  have  the 
newspaper  delivered. 

On  my  latest  trip,  there  were  40  or 
more  personalized  copies  reserved  for 
eager  readers  who  snatched  them  off  the 
shelf  within  minutes  after  arrival. 
Buoyed  by  this  encouraging  indicator,  I 
played  the  best  golf  and  tennis  I  have  in 
years — secure  in  the  knowledge  that 
stocks  were  once  again  both  socially  ac- 
ceptable and  sought  after. 

Upon  returning  to  New  York,  I  found 
my  desk  heaped  high  with  hot  tips  from 
security  analysts,  fellow  brokers,  clients 
and  column  readers.  Even  my  butcher 
was  buying  a  stock  whose  price  per  share 
was  considerably  less  than  a  shell  steak. 
With  this  kind  of  broad-based  enthusi- 
asm, the  market  would  appear  to  have  a 
way  to  go  on  the  upside,  but  be  prepared 
for  spurts  of  profit-taking  between  here 
and  there.  After  all,  investors  haven't 
seen  much  in  the  way  of  profits  for  nearly 
two  years.  Times  like  this  call  for  a  steely 
eye,  a  stable  mind  and  a  steady  hand. 

Times  like  this  also  call  for  a  certain 
stick-to-it-iveness  to  keep  from  dumping 
sound  but  slower-moving  stocks  to  chase 
the  faster  favorites.  Not  all  stocks  go  up 
or  down  at  the  same  rate  at  the  same 
time  regardless  of  their  long-term  funda- 
mental outlook.  Current  price  move- 
ment is  affected  by  such  things  as  merg- 
ers (real  or  anticipated),  interest  rates, 
international  relations,  legislation  and 
innovation — in  addition  to  the  tendency 
of  money  managers  to  hop  aboard  the 

Ann  C.  Brown  is  executive  vice  president  of 
the  Sew  York  investment  firm  of  Melhado. 
Flynn  i-  Associates. 


latest  fad.  I  have  lived  through  the  c 
puter  craze,  the  North  Slope  oil  play, 
"Nifty-Fifty,"  the  drug  company  ad 
tion  and  the  emerging  growth  mania 
mention  only  a  few.  In  the  proee; 
have  learned  that  fortunes  are  madt 
the  stock  market  by  being  where 
other  fellow  will  be  six  months  be 
he  gets  there. 

One  group  that  has  been  overloo 
but  still  looks  good  are  the  glass-cont 
er  manufacturers.  Take  Owens-Mi 
(21),  for  example.  This  largest  prodi 
of  glass  containers  reported  ugly  fi 
cjuarter  earnings  as  a  result  of  the  we 
er,  strikes,  foreign  accounting  chai 
and  higher-than-expected  plant  starl 
costs.  Nevertheless,  the  worst  set 
well  behind  and  the  company  cc 
show  earnings  of  $3.50  for  the  year 
whole — up  smartly  from  the  $3.09 
ported  in  1977.  Next  year's  prelimirj 
estimate  ranges  from  $4  to  $4.50,  wl 
makes  Owens-Illinois,  selling  at  aro 
five  times  earnings,  attractive  oi 
risk/reward  basis — especially  since 
current  yield  is  around  5%. 

Another  glass  biggie.  Anchor  Hoct 
(29),  has  enjoyed  steady  earnings  g; 
from  $2.38  in  1974  to  last  year's  repoi 
$4.45.  (In  the  same  time  the  divid 
has  increased  by  nearly  50%  and  a 
ther  hike  for  this  year  has  already  b 
approved.)  Earnings  estimates  for  II 
are  in  the  $5-per-share  area,  and  $f 
or  better  in  1979  seems  possible. 

Among  the  smaller  companies,  h 
Brockway  Glass  (34)  and  Midland  G 
(12)  appear  attractive.  Brockway  Gl 
which  is  some  25%  owned  by  Teled 
(and  there's  no  telling  if  or  when  T 
dyne  might  like  to  increase  its  holdi 
is  estimated  to  earn  $5.25  for  1978 
$6  in  1979,  up  from  $4.07  last  y 
Helping  to  boost  earnings  is  the  str 
demand  for  beer  and  soft-drink  bott 
and  the  glass-container  price  incre 
that  was  effective  June  1,  1978. 

Midland  Glass,  which  must  be  an 
mulated  with  care  because  it  has  a  r»J 
tively  small  capitalization  and  an  e 
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aller  float  (76%  of  the  stock  is  closely 
d),  is  anticipated  to  show  earnings  of 
40  per  share  for  1978  and  a  whopping 
50  or  more  for  1979.  Midland  Glass  is 
fastest-growing  company  in  the  in- 
;try  and  the  management  is  dippy 
iut  having  the  most  modern  and  effi- 
lt  glass  facilities  in  the  business.  Cur- 
tly, the  stock  is  selling  at  around 
se  times  next  year's  earnings,  which 
jld  make  the  downside  risk  seem 
limal  indeed. 

mother  group  of  stocks  that  has  not 
<en  ofF  during  the  recent  rise  are  the 
kers  of  heavy  machinery.  On  a  hunch 
t  Congress  is  likely  to  do  something 
er  the  November  elections)  to  spur 
nestic  investment  in  new  plant  and 
lipment,  this  group  may  be  an  idea 


. .  Times  like  this 
II  for  a  steely  eye 
d  a  steady  hand  .  .  . 


)se  time  is  nearing.  Allis-Chalmers 

has  managed  to  effect  a  mammoth 
laround  and  could  show  earnings  of 
next  year — triple  the  earnings  of 
5.  The  company,  which  many  people 

think  of  primarily  as  a  farm  equip- 
it  manufacturer,  has  quietly  diversi- 
[  so  that  agricultural  machinery  now 
junts  for  only  about  a  third  of  sales 

earnings.  The  big  profit  contributor 
low  the  Process  Equipment  group, 
ch  translated  means  equipment  for 
vy  construction,  energy  conversion, 

processing  and  water  and  waste 
itment. 

n  addition  to  an  old  favorite,  Bu- 
is-Erie  (19),  there  are  two  other  com- 
ies  worth  mentioning  among  the  big 
/ers  and  haulers. 

■  lark  Equipment  (35)  showed  first- 
rter  earnings  up  a  snappy  25%  from 
?ar  ago.  The  company  is  the  world's 
;est  producer  of  industrial  lift  trucks 
is  a  big  factor  in  axles  and  trans- 
sions.  Earnings  for  the  year  are  esti- 
ed  to  be  in  the  area  of  $6.  A  divi- 
d  increase  to  $2  or  $2.20  from  the 
rent  $1.80  shouldn't  be  ruled  out 
ier. 

larnischfeger  Corp.  (16)  is  the  largest 
ducer  of  overhead  traveling  cranes 

electric  wire  rope  hoists,  plus  a  host 
>ther  powerful  products.  Harnisch- 
sr  is  estimated  to  earn  $3.30  for  1978 

$4.50  for  1979.  At  three  times  next 
r's  anticipated  earnings  and  with  a 
dend  yield  of  over  6%  the  company 
ears  as  intriguing  as  its  name.  ■ 
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HIGH  INCOME  FROM  BONDS  THAT  AREN'T 
IN  THE  MAINSTREAM. 

The  portfolio  of  Fidelity  Aggressive 
Income  Fund  is  comprised  of  corporate 
bonds  we  consider  to  be  underrated. 

Both  lower  rated  and  unrated  issues 
are  investigated  by  our  full-time,  profes- 
sional management.  We  try  to  land  those 
offering  management  strength,  sound 
cash  flow  and  good  earnings  potential. 

There  is  no  sales  charge  for  The 
Fund.  There  is  immediate  liquidity. 
To  get  in  the  swim,  write  or  call  toll- 
free  today. 

CALL  FREE  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 

FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


P.O  Box  832,  Dept.  FF80626 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  infor- 
mation, including  management 
fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or 
send  money. 

Name  !  

Address  


City 


_Sute_ 


Zip 


Retirement  Plan  Information: 
Keogh  □    IRA  □   403B  C 


CLASSIFIED 

appears  in  the  first  issue 
of  every  month 

Look  for  it  in  the 
upcoming  issue 

For  rates  and  other  information 
on  FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 
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121 


Money  And  Investments  Financial  Strateg 


The  One  Legitimate 
Use  Of  Options 


By  John  Train 


\rfFlients  often  ask  me  what  I  think  of 
selling  options  on  a  portfolio  as  a  way  of 
increasing  the  total  return. 

That's  easy.  I  think  it's  absurd. 

People  in  the  business  who  espouse 
this  notion  often  produce  pages  of  calcu- 
lations and  computer  simulations  to 
demonstrate,  for  instance,  that  selling 
covered  call  options  on  a  diversified 
portfolio  of  low-beta  securities  improves 
the  total  return  by  several  percent. 

I  have  sometimes  invited  an  options- 
selling  enthusiast  to  go  one  step  further 
and  ask  a  qualified  mathematician — such 
as  the  management  consulting  arm  of  a 
big  audit  firm— to  produce  a  simple  sum- 
mary of  the  data  and  state  that  it  really 
does  prove  what  he  says:  Not,  of  course, 
for  some  selected  period,  but  inherently. 
None  ever  has. 

Here's  why  I  don't  think  any  ever  will. 

Consider  what  an  investment  is:  just  an 
interest  in  something  that  s  producing, 
such  as  a  grove  of  apple  trees.  We  get 
apples,  which  wecan  selloreat.  If  we  plant 
new  trees  when  the  old  ones  die,  then  the 
operation  will  be  self-perpetuating — a 
true  long-term  investment  where  you  are 
maintaining  value  in  real  terms  and  also 
generating  an  income  that  you  can  live  on. 

Now  our  son-in-law — hopped  up  from 
business  school — comes  home.  He  finds 
all  this  too  pedestrian.  He  goes  down  the 
road  to  our  neighboring  farmer  who  has 
dairy  cows,  and  gets  him  to  buy  some 
options  on  our  apples  for  delivery  next  fall, 
when  our  son-in-law  thinks  the  price  of 
apples  will  be  lower.  He  also  buys  options 
on  some  of  the  neighbor's  milk,  the  price  of 
which,  he  explains,  will  go  up. 

Our  son-in-law  explains  that  we  will 
improve  both  our  safety  and — since  he's 
clever — our  return.  (Presumably  our 
neighboring  farmer  thinks  so  too.) 

Well:  Sooner  or  later  the  apples  and 
milk  are  harvested,  and  the  deals  un- 
wound. 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


".  .  .  Consider  what  an  investment  is:  just 
an  interest  in  something  that's  producing. 


However,  all  the  maneuvering  hasn't 
increased  our  neighbor's  and  our  com- 
bined income  an  iota.  There's  still  the 
same  amount  of  apples  and  milk  as  be- 
fore. It  has,  in  fact,  reduced  our  income, 
because  management  doesn't  come 
cheap.  The  two  of  us  aren't  richer,  we're 
poorer  for  the  effort  expended  on  the 
wheeling  and  dealing. 

Does  a  foundation  investment  man- 
ager think  that  if  he  swaps  options  on  his 
stock  portfolio  with  a  neighboring  foun- 
dation portfolio,  then  both  portfolios,  in 
some  prodigious  way,  will  gain  in  value? 

It's  like  the  old  joke  about  the  host  of 
the  poker  game  saying,  as  he  puts  out  the 
beer  and  pretzels:  "Now  let's  play  careful- 
ly, boys,  and  we  can  all  win  a  little. 

Let  me  briefly  recapitulate  the  history 
of  this  business.  Thirty  or  40  years  ago 
there  were  only  a  handful  of  option 
brokers.  It  was  an  exotic  activity,  directed 
toward  speculators  who  wanted  to  maxi- 
mize the  bang  for  their  buck  when  they 
thought  they  were  on  to  a  sure  thing, 
using  call  options  instead  of  margin. 

These  firms  held  evening  "courses"  for 
option  sellers,  and  little  by  little  created 
a  pool  of  persons  who  were  prepared  to 
write  put  options  to  gratify  the  specula- 
tive cravings  of  the  call  buyers. 

In  those  days  option  brokers  would 
sometimes  telephone  just  before  the 
close  of  the  market  and  say  they  had  a 
no-limit,  that-day-only  order  for  a  six- 
month  call  on  100  shares  of  Chrysler — or 
whatever — from  a  European,  and  what 
would  you  charge  for  it?  Twenty-five 
percent,  you  could  say  (as  compared 
with  a  normal  rate  of  about  half  that), 
take  it  or  leave  it.  That  was  a  satisfactory 
activity  for  the  seller  (or  "writer,"  as  he's 
called — although  not  for  the  buyer). 

In  due  course,  a  couple  of  firms 
opened  offices  abroad.  The  Swiss  and 
French  banks  made  their  money  on  port- 
folio turnover — they  are  also  brokers — 
and  were  keenly  attracted  to  the  idea  of 
conducting  option-selling  programs  for 
their  large  clients,  since  their  brokerage 
take  skyrocketed. 


Then  a  lot  of  young  Wall  Street  shar 
shooters  with  computers  got  into  the  ac 
and  developed  a  clientele  among  dome 
tic  institutions. 

I've  visited  some  of  them.  It's  amazin 
another  Strategic  Air  Command  hea 
quarters.  A  computer  scans  the  offers 
merchandise  or  the  Chicago  Board  O 
tions  Exchange  ticker,  like  a  radar  ward 
ing  a  Russian  missile  base,  and  before 
lucrative  target  even  clears  the  launchir 
pad,  bang!  .  .  .  our  sharpshooter  and  h 
computer  have  hit  the  bid. 

It  has  become  a  hair-trigger  operatioi 
like  grouse  shooting  in  New  Englani 
where  the  birds  have  gotten  so  wary  yc 
truly  have  to  shoot  at  the  sound.  The 
people  are  so  smart  and  so  aggressiv 
and  the  money  behind  them  so  vast,  th 
it's  ridiculous  to  think  that  they're  lea 
ing  any  goodness  around  for  others 
pick  up,  or  that  just  having  the  idea 
selling  options  means  that  you  can  eoun 
on  making  a  profit — even  if  it  weren't 
zero-sum  system. 

On  the  contrary:  I  wouldn't  be  su 
prised  if,  without  considering  transactio 
costs,  the  edge  were  now  on  the  optior 
buying  side.  In  fact,  though,  there  an 
transaction  costs — large  costs.  In  add 
tion,  there  are  opportunity  costs,  pa 
ticularly  at  bottoms.  A  lot  of  option  sel 
ers  will  hope  that  the  investment  corr 
mittee  doesn't  ask  about  the  stocks  th 
were  bought  at  low  prices  and  th« 
smartly  called  away  from  them  in  th 
April  run-up,  positions  they  were  unabl 
to  reestablish  in  the  ensuing  buying  pan 
ic.  The  option  business  is,  in  othe 
words,  just  one  more  expensive  casinc 
and  no  place  for  the  true  investor. 

Oh  yes,  the  one  legitimate  use. 

The  wise  manager  of  one  of  the  larges 
portfolios  in  the  world,  with  whom  I  wa 
talking  over  this  problem,  had  an  amus 
ing  footnote.  At  the  blowoff  phase  of  a  bul 
market,  when  the  trustees  are  in  a  dithe 
to  buy  stocks,  but  the  manager  wants  t< 
lighten  up  on  them,  the  manager  cai 
sometimes  get  his  way  by  persuading  tht 
trustees  to  sell  some  calls  instead.  ■ 
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A  CENTER 
FOR  ALL  OF  US. 


The  Kennedy  Center  is  for  all  of  us. 
It  enriches  our  cultural  experience  by 
bringing  us  the  finest  artists  from 
America  and  abroad. 

In  just  six  years  since  it  opened, 
millions  of  people  from  every  corner  of 
the  globe  have  enjoyed  its  concerts, 
plays,  recitals  and  exhibitions.  It  has 
become  one  of  the  world's  most  active 
arts  institutions. 

But  The  Kennedy  Center  does 
more  than  provide  the  best  in  perform- 
ing arts.  It  is  committed  to  education 
programs  and  fostering  new  works, 
new  talents  and  new  audiences  for 
America.  It  also  makes  many  notable 
programs  available. to  people  who 
otherwise  could  not  afford  them. 
And  it  offers  young  artists  the 
opportunity  to  learn  and  perform 
at  a  major  arts  center. 

The  Kennedy  Center  was  es- 
tablished by  an  act  of  Congress  that 
called  for  public  service  programs. 
The  act,  however,  did  not  provide 
funding  for  this  purpose.  Ticket  sales 
and  donations  can  only  supply  part  of 
the  money  the  Center  needs  to  con- 
tinue its  work.  That  is  the  reason  for 
The  Encore  Fund. 

The  Encore  Fund  is  an  alliance  of 
business  executives  who  work  to  raise 
money  to  help  The  Kennedy  Center. 
Funds  raised  are  used  to  encourage 
new  theatrical  and  musical  talent,  as 
well  as  to  provide  free  and  reduced 
price  presentations. 


The  Encore  Fund  provides  your 
company  with  an  opportunity  to  partic- 
ipate in  the  cultural  activities  The 
Kennedy  Center  offers  the  nation.  The 
Center  is  a  qualified  public  charity  un- 
der Section  501  (c)3  of  the  Internal 
Revenue  Act  and  therefore,  all  gifts 
are  tax-deductible. 

If  you  haven't  been  contacted  by 
one  of  the  business  leaders  from  The 
Encore  Fund's  Board  of  Governors, 
write:  Mr.  Frank  T.  Cary  Chairman,  The 
Encore  Fund,  John  F.  Kennedy  Center 
for  the  Performing  Arts,  Washington, 
D.C.  20566. 


THE  ENCORE  FUND 
The  John  F.  Kennedy  Center 
for  the  Performing  Arts, 
Washington,  D.C. 

The  Encore  Fund;  Board  of  Directors:  Chairman,  Frank  T.  Cary,  IBM 

Vice  Chairmen:  Thornton  F  Bradshaw,  Atlantic  Richfield;  John  D 
deButts,  AT&T;  Reginald  H.  Jones,  GE;  Howard  C.  Kauffmann, 
Exxon;  Donald  S.  MacNaughton,  Prudential  Insurance;  C.  Peter 
McColough,  Xerox;  John  K.  McKinley,  Texaco;  Howard  C.  Miller, 
Canteen  Corporation,  Thomas  A.  Murphy,  GM;  William  S.  Paley,  CBS; 
Irving  S.  Shapiro,  DuPont;  Richard  R.  Shinn,  Metropolitan  Life; 
Edgar  B.  Speer,  U  S.  Steel;  J  Paul  Sticht,  R.J.  Reynolds;  Rawleigh 
Warner,  Jr.,  Mobil. 
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Belly  Bullishness 
Not  Yet  Beyond  Belief 

By  Stanley  W.  Angrist 

".  .  .  Forecasting  belly  prices  without  divine 
assistance  is  always  a  dicey  proposition  .  .  ." 


ow  that  summer  is  officially  here,  it 
is  customary  to  find  more  people  show- 
ing their  bellies.  This  is  most  commonly 
done  at  the  beach,  the  pool  and  in  back- 
yards  all  over  the  country. 

Most  people  don't  have  bellies  worth 
looking  at,  but  there  are  certain  types  of 
bellies  almost  always  worth  looking  at. 
They  are  pork  bellies  and  their  market  is 
most  frequently  contrasted  with  the  Na- 
tional Football  League  where  the  folk 
wisdom  has  it  that  "...  on  any  given 
Sunday  any  team  in  the  NFL  can  beat 
any  other."  This  has  been  transposed  to 
the  Chicago  Mercantile  Exchange's  pork 
belly  market  where  perhaps  the  same 
folks  say  that  "...  on  any  given  day  the 
bulls  or  the  bears  may  triumph."  In- 
deed, unlike  the  NFL,  both  may  win  or 
(worse)  lose  during  the  course  of  the 
same  day  as  bellies  sometimes  touch  both 
their  limit-up  price  and  their  limit-down 
price  in  the  same  trading  session.  (Such 
days  have  been  termed  "four-Alka  Selt- 
zer" or  "please-pass-the-Tums"  days.) 
Such  price  volatility  is  what  produces  a 
warm  spot  marked  "pork  bellies  in  the 
heart  of  every  commodity  speculator. 

For  those  of  you  not  familiar  with  the 
terminology  "pork  belly,  it  is  the  under- 
side of  the  hog  from  which  bacon  is 
made — and,  sometimes,  fortunes,  too. 
Cattle  and  hogs  have  been  in  a  steady 
uptrend  since  October  and  this  strength 
until  recently  carried  bellies  to  the  sea- 
son's highs  in  late  March.  Since  then 
belly  prices  have  broken  about  15  cents 
per  pound. 

The  latest  U.S.  Department  of  Agri- 
culture report  shows  that  in  March,  hog 
slaughter  was  down  479,000  head  from 
last  year — which  is  apparent  grist  for  the 
bull's  mill.  Yet  the  high  cash  prices  that 
had  been  prevailing  in  the  belly  market 
influenced  consumers  to  look  elsewhere 
for  something  to  go  with  their  eggs. 
Consumer  reluctance   to  buy  high- 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  ( 'niversity,  ami  the  author  of  Sensible 
Speculating  in  Commodities. 


priced  bacon  forced  belly  producers  to 
start  storing  bellies  at  a  prodigious  rate. 
Fifty  percent  more  bellies  were  stored  in 
March  this  year  than  last,  90%  more  than 
in  1976  and  160%  more  than  in  1975. 
April's  storage  figures  this  year  will  also 
be  greater  than  last  year. 

It  now  appears  that  hog  marketings 
have  been  distorted  by  this  spring  s  rainy 
weather.  Some  observers  of  the  hog 
scene  have  noted  that  farmers  seem  opti- 
mistic about  the  high  prices  for  the  en- 
tire year  and  that  they  have  been  bring- 
ing hogs  to  market  rather  steadily,  even 
though  the  past  six  weeks  are  a  time 
usually  devoted  to  preparing  fields  for 
planting.  This  suggests  that  enough  hogs 
are  near  market  weights  for  producers  to 
maintain  a  steady,  continuing  hog  move- 
ment, unlike  last  year,  which  saw  hog 
marketings  decline  sharplv  in  the  second 
half  of  May. 

Much  of  the  bullish  argument  for  bel- 
lies seems  to  be  coming  from  the  cattle 
pit,  but  belly  bulls  seem  to  ignore  one 
point — there  is  a  fundamental  difference 
betw  een  bacon  and  other  types  of  meat. 
Bacon  should  be  viewed  more  as  a  condi- 
ment than  a  food  staple — its  use  is  pri- 
marily as  a  supplement  to  enhance  other 
dishes,  such  as  eggs.  It  has  been  well 
established  that  a  decline  in  beef  sup- 
plies can  and  does  push  up  pork  sup- 
plies, but  it  will  have  only  a  marginal 
impact  on  demand  for  bacon,  since  ba- 
con does  not  readily  substitute  for  main- 
course  meats. 

What  then  are  the  prospects  for  belly 
prices  in  view  of  this  lack  of  substitutabil- 
ity  and  perhaps  enhanced  hog  supplies? 
To  be  candid,  I  just  don't  know — fore- 
casting belly  prices  without  divine  assis- 
tance is  always  a  dicey  proposition.  But  I 
believe  the  market  has  digested  all  the 
bearish  facts  listed  above  and  a  bull 
spread  seems  to  be  in  order. 

As  pointed  out  earlier,  bellies  are  usu- 
ally under  price  pressure  as  storage 
stocks  continue  to  build,  usually  through 
the  end  of  May.  This  increase  in  storage 
P'lts  pressure  on  the  August  contract 


until  bellies  start  to  move  out  of  storage. 
The  February  contract  of  the  following 
year  tends  to  follow  along,  but  is  some- 
what subdued  in  its  movement.  Wheth- 
er February  will  continue  to  gain  on 
August  into  the  summer  months  de- 
pends on  demand  for  the  current  stocks 
of  frozen  bellies,  as  well  as  the  projection 
of  supplies  for  next  winter. 

On  Apr.  3.  the  August  1978  belly  con- 
tract commanded  a  1.000-point  premium 
over  the  February  contract.  By  the  end  of 
May  that  premium  had  become  a  dis- 
count of  200  points.  The  history  of  the 
spread  is  interesting  and  is  worthy  of 
some  inspection.  The  August  premium  is 
generally  widest  in  April  and  hits  its  low 
in  June  or  July.  In  1975,  when  prices 
yielded  record  highs  on  small  production, 
August  was  only  175  points  over  Febru- 
ary in  early  June.  By  mid-August  the 
premium  had  climbed  to  more  than  1,600 
points.  Even  in  1974,  when  hog  produc- 
tion kept  pressure  on  August,  giving  Feb- 
ruary an  880-point  premium  over  August 
in  mid-June.  August  managed  to  rally 
enough  to  go  off  the  board  at  even  money 
with  February.  Indeed,  the  spread  has  a 
good  recent  record  of  August  gaining  on 
February  from  June  through  termination 
of  trading  of  the  August  contract. 

Therefore,  it  seems  reasonable  to  me 
for  interested  traders  to  buy  the  August 
and  sell  the  February  contracts  with 
February  at  no  more  than  a  150-point 
premium  to  August;  this  spread  should 
be  held  through  the  first  week  of  August. 
But  I  w  ould  risk  no  more  than  150  points 
($.540  per  spread)  on  this  trade.  I  believe 
a  600-point  profit  ($2, 160  per  spread)  is 
not  an  unreasonable  expectation.  The 
minimum  margin  on  this  spread  is 
SI, 200.  while  the  round-turn  commis- 
sion is  about  $60. 

For  those  of  you  who  like  to  travel 
with  the  thundering  herd,  this  is  not 
your  trade.  The  folks  in  the  Merrill 
Lynch  commodity  department  are  rec- 
ommending the  opposite  trade — long 
February/short  August  bellies.  But,  ah, 
that's  what  makes  markets.  ■ 
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"I  wish  there  were 
70  minutes  in  every  hour, 
25  hours  in  every  day  and 
8  days  in  every  week." 


"I  see  myself  as  an  active  participant 
n  life.  I've  discovered  that  the  more  I 
participate,  even  if  it  means  taking  risks, 
;he  more  I  get  out  of  each  day.  This  joy 
[  get  in  my  work  and  personal  life  has 
created  an  expansion  of  my  energy  and 
;ime  that's  greater  than  I  ever  considered 
possible.  The  results  are  incredible. 

"My  career  is  on  the 
;hreshold  of  skyrocket- 
ng.  I  can  feel  it.  I  know 
t.  I'm  good.  I'm  out 
;here  doing  it,  working 
larder  than  ever. 

"I'm  playing  harder 
han  ever,  too.  Until  last 
fear,  I  hadn't  climbed  a 
nountain  since  the  Sierra 
Nevada  back  when  I  was 
n  high  school.  Now  I'm 
climbing  again.  The  dif- 
ference is  that  now  I  can 
ifford  the  air  ticket  to  get 
-o  the  mountain. 

"I'm  climbing  the 
nountain  differently,  too. 
Back  then,  it  was  always 
he  challenge.  How  far 
:ould  we  go  in  a  day? 
nvariably,  we'd  complete  in  four  days  what 
ve  set  out  to  do  in  a  week.  Then  we'd  sit 
iround  twiddling  our  thumbs  for  three 
lays.  Now  I  take  my  time  and  enjoy  every 
ninute  of  the  climb.  The  experience  of 
getting  there  is  more  important  than 
•eaching  the  top. 

"It's  the  same  with  skiing,  too.  Now 
'm  just  enjoying  it  and,  I  must  say,  my 
;kiing  has  improved  tremendously. 


"When  I  give,  it's  usually 
110%  of  myself  .And  I  get  a 
lot  back  for  it." 


—John  Bradley  Springer,  Architect 

"Instead  of  being  in  the  future  or  cling- 
ing to  the  past,  I'm  finding  incredible 
excitement  by  participating  in  what  I'm 
doing  right  now.  For  me,  reality  is  a  better 
place  to  be  than  fantasy. 

"How  does  playboy  today  fit  where  I 
am  today?  Very  well.  Amazingly  well,  now 
that  I  think  about  it.  It's  as  though  they 

knew  exactly  where  I've 
been  and  where  I  am, 
because  it's  exactly 
where  they  were  and 
where  they  are." 

Right  you  are,  John 
Springer.  We've  stayed 
with  you  all  the  way.  And 
as  you've  changed,  we've 
changed.  That's  why  you 
and  millions  of  men  like 
you  read  playboy  every 
month.  You're  the  most 
vital,  alive  group  of 
young  men  to  come  down 
the  pike  in  a  long  time— 
the  most  vibrant  group  of 
prospects  American  busi- 
ness has  been  blessed 
with  since  the  post-World 
War  II  boom. 
And  American  business  can  reach 
more  of  you  for  their  advertising  dollar  in 
playboy  than  in  any  other  men's  magazine, 
newsweekly  or  sportsweekly. 

78%  more  male  readers  for  their*  dollar 
than  in  Newsweek  . 

79%  more  for  their  dollar  than  in 
Sports  Illustrated. 

125%  more  for  their  dollar  than  in 
Time. 


The  Playboy  reader.  His  lust  is  for  life 


Money  And  Investments 


Finally. 
An  owner's  manual 
for  the  most  important 
machine  you  own. 


Vbur  Heart. 


It's  the  American  Heart  Association 
Survival  Kit.  And  it  tells  you  what  to  do  if 
you,  or  someone  near  you,  has  a  heart 
attack. 

It  tells  you  how  to  recognize  heart 
attack  signals.  It  tells  why  you  should 
act  immediately  to  get  help.  It  tells  what 
to  do  if  a  heart  attack  victim  refuses  to 
believe  what  is  happening. 

The  American  Heart  Association 
Survival  Kit  is  available  at  your  local 
Heart  Association.  And  it's  free.  What  it 
will  tell  you  could  someday  save  your 
life. 


I  think  this  coupon  could  one  day  save  my  life. 
Please  send  me  your  Survival  Kit.  free. 


My  name  is 


City 


(Please  print  carefully) 


State .   Zip  _  i  - 

(Send  coupon  to  your  local  Heart  Association) 

The  American  Heart  Association  t. 
WE'RE  FIGHTING  FOR  YOUR  LIFE 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(Mln.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

RESALE  ACCRUED  EQUITIES  inc. 

"Scotch  Whisky  Brokers  since  1960" 
Write  F.L.  Schoenwald 
295  Northern  Blvd..  Great  Neck,  N.Y.  11021 
(516)  466-0808 


Plain  Horse 


By  Peter  G.  Banzhaf 


i^erhaps  we  make  this  business  of 
buying  and  selling  stocks  more  compli- 
cated than  it  has  to  be. 

Most  of  US  gorge  ourselves  on  informa- 
tion from  hundreds  of  corporations,  a 
dozen  governmental  agencies  and  all 
sorts  of  independent  and  dependent 
market-oriented  research  organizations 
in  our  search  for  stock  market  profits. 

Yet  the  most  consistently  successful 
investors  I  know  depend  more  on  simple 
common  sense  than  the  heavy  analysis 
that's  available  on  either  the  economy  or 
the  market  itself. 

And  as  simplistic  as  it  may  sound,  one 
of  the  principal  components  of  the  sensi- 
ble approach  to  the  market  is  the  ancient 
proposition  that  stocks  will  continue  to 
fluctuate.  That  the  shares  of  even  the 
biggest  and  the  best  companies  will  go 
up  and  down.  And  that  it's  a  good  idea — 
just  as  it  has  always  been — to  take  advan- 
tage of  that  fact. 

One  of  the  ablest  practitioners  I  know 
frequently  selects  stocks  on  the  basis  of 
price  behavior.  He's  not  a  chartered  fi- 
nancial analyst  and  he  wouldn't  know  an 
econometric  model  if  one  sat  down  to 
dinner  with  him,  but  he  is,  nonetheless, 
unusually  adept  at  making  money  on  the 
market.  He  pays  attention  to  balance 
sheets,  of  course.  And  he  understands 
business  and  can  judge  the  basic  viability 
of  an  enterprise.  But  beyond  that,  it's 
price  that  really  intrigues  him.  If  a  stock 
has  sold  at  30  or  better  in  eight  of  the  last 
ten  years  and  is  available  at  18.  he  will 
take  a  closer  look. 

Basically,  he  believes  that  commercial 
weaknesses  have  a  tendency,  given  mon- 
ey and  time,  to  correct  themselves. 
Even  if  it  takes  a  new  management  team 
or  a  buyout. 

His  rules,  of  necessity,  differ  signif- 
icantly from  those  of  the  archetypal 
growth  investor  whom  we  were  taught  to 
revere  in  the  1960s.  He  doesn't  expect  to 
get  rich.  There  are  no  little  Xeroxes  or 
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Polaroids — very  little  in  the  way  of  h 
multiples — among  his  selections  \1 
of  them  are  mature  companies — bl 
chips  with  good  yields  temporarily  sh 
of  friends. 

Selling,  of  course,  is  a  vital  part  of 
equation.  When  he  buys  a  stock, 
expects  it  will  be  sold,  at  a  nice  profit, 
some  new,  dewy-eyed  believer. 

What  is  most  interesting  to  me,  In 
ever,  is  that  he  employs  only  the  ml 
basic  research  information.  No  50-§M 
research  reports  for  him — only  a  fi 
facts  and  the  belief  that  business  pn 
lems  can  be  made  to  go  away  and  tl 
when  they  do,  stocks  that  had  b 
down  in  price  go  up. 

Conversely,  I  am  reminded  of  two 
the  longest  institutional  research  repo 
I  have  ever  seen.  The  amount  of  in 
mation  within  the  reports  was  incre 
ble,  the  projections  carefully  docume 
ed  and  the  conclusions  apparently  in 
sailable.  The  stocks  in  question  w« 
headed  much,  much  higher.  What  w 
they?  Lockheed  and  Penn  Central. 

Another  massive,  scholarly  report  tl 
comes  to  mind — the  product  of  a  higl 
esteemed  research  house — argued  t 
General  Motors,  already  down  from 
should  be  sold  at  40  because  it  w  as  go 
to  decline  even  further.  It  did  reach  3C 
for  a  moment — but  then  bounced  b; 
into  the  60s.  And  who's  that  nimb 
Common  sense,  looking  at  the  pr 
alone,  might  have  suggested  that  one 
a  buyer  instead  of  a  seller. 

And  at  the  moment,  common  set 
might  suggest  buying  Scars.  Rachi 
(24),  a  retailing  and  insurance  (Allsia 
giant  that  used  to  command  a  lot 
attention.  Sears,  which  has  sold  at  mo 
than  twice  its  present  price,  had  a  1 
fourth  quarter  in  the  fiscal  year  that  e« 
ed  January,  but  still  managed  to  eari 
record  $2.62,  up  from  $2.18.  And  d 
spite  the  fact  that  the  first  quarter  v 
flat  (48  cents),  the  current  year  should 
in  the  S2.80-to-S3  range.  The  compj 
still  appears  to  be  suffering  from  a  maj 
merchandising  miscalculation  that  h 


126 


FORBES,  JUNE  26,  19 


Market  Trends 


Ben  made  a  few  years  back. 

Most  of  its  problems  seem  to  have 
een  well  publicized  and,  therefore, 
lould  by  now  have  been  cranked  into 
Re  price.  And  somehow,  I  suspect  Sears 
ill  survive  both  as  a  major  retailer  and  a 
ighly  successful  investment  vehicle. 

Another  stock  that  might  appeal  to  the 
jmmon-sense  investor  is  Freeport  Min- 
•als  (22),  a  company  that  serves  several 
asic  industrial  markets  and  has  a  bai- 
lee sheet  that's  clean  as  a  cat.  Freeport 

a  major  producer  of  sulfur  phosphate 
id  has  been  investing  for  several  years 
i  oil  and  gas  explorations.  Since  sulfur 
rices  have  been  flat  and  fertilizer  mar- 
bts  unimpressive,  Freeport's  earnings 
st  year  fell  sharply.  Still  sulfuric  acid  is 


.  .  .  Business  problems 
an  be  made  to  go 
way  and  when  they  do, 
tocks  that  had  been 
own  go  up  .  .  ." 


e  most  widely  used  industrial  chemical 
the  world  and,  with  fertilizer  a  key  to 
od  productivity  everywhere,  that  mar- 
t  won't  be  depressed  forever. 
Additionally,  prospects  for  1978  and 
)79  should  be  improved  by  the  reduc- 
)n  in  losses  at  two  rnetals  projects  and 
*lp  from  the  oil  and  gas  operations  and 
interesting  uranium  extracting  pro- 
ss  with  real  potential. 
It's  true  that  Freeport  didn't  earn  its 
vidend  ($1.60)  last  year,  but  the  earn- 
gs  for  1978  should  rebound  to  $1.70. 
id  with  $87  million  in  cash  and  nego- 
kble  securities  at  year-end  1977  (there's 
>  long-term  debt  or  preferred),  a  divi- 
nd  cut  doesn't  seem  likely.  And  one 
her  thing — in  five  out  of  the  last  six 
ars  Freeport  has  sold  as  high  as  29  and 
is  sold  much  higher  in  the  past.  This  is 
lecent  company  serving  important  seg- 
cnts  of  the  economy.  And  it's  very 
ely  that  its  future  will  be  better  than 
immediate  past. 
That,  ol  course,  is  only  my  simplistic 
linion.  A  view  backed  by  the  belief  that 
make  investing  an  unnecessarily 
plex  mystery.  Without  wishing  to  be 
ti-intellectual — or  to  offend  the  Secur- 
s  &c  Exchange  Commission — I  think 
private  investor  needs  plain  horse 
e  more  than  anything  else. 
It's  even  possible  that  we  could  get 
rag  swimmingly  without  having  any 
of  either  what  Ml  and  M2  are  doing 
for  that  matter,  what  they  are.  But 
en,  anyone  with  any  common  sense  at 
robably  knows  that.  ■ 


Another 

record  1st  quarter 
is  in  hand. 

Keene  Corporation's  earnings  per 
share  have  climbed  again.  To  58*  for  the 
first  quarter  of  78,  up  45%  over  the  same 
quarter  of  last  year.  That  makes  it  the  best 
first  quarter  in  Keene's  history,  and  marks 
the  tenth  time  in  a  row  our  EPS  set  a 
record  for  the  given  quarter.  Net  income 
reached  a  record  $1,950,000. 

We  plan  to  keep  our  profitable  growth 
going.  Which  is  why  we'll  continue  to 
concentrate  on  the  four  product  areas 
which  appear  to  offer  the  greatest 
potential:  Bearings,  Filtration, 
Lighting  and  Laminates.  To  have 
the  full  facts  on  hand,  write 
for  an  Annual  Report 

to  345  Park  Avenue,  $-58 
New  York,  N.Y.  10022. 


EPS:  $.40 


1st  quarter  1977     1st  quarter  1978 


KEENE 

CORPORATION 
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Ti  I  on  the 

I  nOUgntS.  .  .  Business  of  Life 


The  strongest,  most  generous  and 
proudest  of  all  virtues  is  courage. 
Michel  de  Montaigm: 


I  will  not  be  concerned  at  other  men  s 
not  knowing  me;  I  will  be  concerned 
at  my  own  want  of  ability. 
Confucius 


Never  underestimate  the  power 
of  patient  persistence. 
Arnold  Glasow 


It  is  not  so  important  to  know 
everything  as  to  know  the  exact  value 
of  everything,  to  appreciate  what  we 
learn  and  to  arrange  what  we  know. 
Hannah  More 


Having  the  courage  to  live  within  one's 
means  is  respectability  . 
Bl  vjamin  Disraeli 


The  most  intelligent  men,  like  the 
strongest,  find  their  happiness  where 
others  would  find  only  disaster:  in 
effort;  their  delight  in  self-mastery. 
Friedrich  Nietzsche 


One  of  the  most  important,  but  one  of 
the  most  difficult  things  for  a 
powerful  mind  is  to  be  its  own  master. 
Joseph  Addison 


The  things  most  people  want  to  know 
about  are  usually  none  of  their  business. 
George  Bernard  Shaw 


Knowledge  is  of  two  kinds.  We  know 
a  subject  ourselves,  or  we  know  where 
we  can  find  information  upon  it. 
Samuel  Johnson 


One  can  resist  the  invasion  of  armies, 
but  not  the  invasion  of  ideas. 
Victor  Hugo 


My  greatest  strength  as  a 
consultant  is  to  be  ignorant 
and  ask  a  few  questions. 
Peter  Drucker 


It  is  better  to  say,  I  don't  know, 
than  to  lie  about  it. 
Ignas  Bernstein 


Courage  is  not  less  necessary 
in  the  field  of  business  than  on 
the  field  of  battle .  The  battles 
of  peace  call  for  as  great  courage 
as  the  battles  of  war.  The  best  way 
to  cultivate  courage  is  to  cultivate 
merit,  to  cultivate  knowledge ,  to 
cultivate  ability,  to  cultivate 
mastery  of  self  and  of  ones  vocation. 
B.C.  Forbes 


Being  easy-going  when  you  have  a  goal 
to  reach  seldom  makes  the  going  easy. 
Frank  Tyger 


The  only  means  of  strengthening  one's 
intellect  is  to  make  up  one's  mind 
about  nothing — to  let  the  mind  be  a 
thoroughfare  for  all  thoughts. 
John  Keats 


Knowledge  is  the  antidote  to  fear. 
Ralph  Waldo  Emerson 


A  genius  can't  be  forced;  nor  can 
you  make  an  ape  an  alderman. 
Thomas  Somerville 


And  have  you  not  received  faculties 
which  will  enable  you  to  bear  all  that 
happens  to  you?  Have  you  not  received 
greatness  of  spirit?  Have  you  not  re- 
ceived courage?  Have  you  not 
received  endurance? 
Epictetus 


Towers  are  measured  by  their 
shadows,  and  men  of  merit  by  those 
who  are  envious  of  them. 
Chinese  Proverb 


In  the  moral  world  there  is  nothing 
impossible  if  we  can  bring  a  thorough 
will  to  do  it.  Man  can  do  everything 
with  himself,  but  he  must  not  attempt 
to  do  too  much  with  others. 
Wilhelm  Humboldt 


More  than  3,000  "Thoughts ,"  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc.,  60  Fifth  Avenue,  New 
York.  NY.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


It  is  much  better  to  know  something 
about  everything  than  to  know 
everything  about  one  thing. 
Blaise  Pasc  \i 


The  sufficiency  of  merit  is  to  know 
that  my  merit  is  not  sufficient 
Francis  Quarles 


A  Text . . . 


Sent  in  by  Betty  Hagopian.  Reedley,  Calif. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Better  i.s  the  end  of  a  thing  than  the 
beginning  thereof:  and  the  patient  in 
spirit  is  better  than  the  proud  in  spirit. 

ECCLESIASTES  7:8 
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A  man  doesn't 

grow  taller  just  by 

rossing  the  Potomac 


This  is  still  our  country— yours  and 
mine.  Sure,  we're  too  busy  to  do 
the  actual  work  of  running  it,  so  we 
hire  people;  representatives.  But 
still  it's  our  responsibility— -to  find  the 
ones  who  will  run  the  country  as  we 
believe  it  should  be  run.  And  then 
our  responsibility  to  keep  watch  and 
see  that  they  do  it. 

We  don't  get  supermen;  we  wish 
we  could,  but  there  aren't  any.  We 
hire  Americans.  Don't  let's  ever  let 
them  forget  that  is  what  they  are, 
nor  forget  what  they're  working  for. 
Not  their  profit,  but  America's.  Not 
their  power  and  fame,  but  America's 
future. 

All  this  is  our  responsibility. 
Yours.  Mine. 


WARNER  &SWASEY 


WttlNGA'ME 
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LIBRARY 


Warner  &  Swasey  column-type  turning  ma- 
chines are  noted  for  their  capacity  to  machine 
large  workpieces  with  power  and  precision. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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ck  Bogardus.  president,  tells  how  A&A  works  from  a  client's  point  of  view: 

"With  Anistics,  financial  managers  handle  risks  based  on 
certainty  rather  than  uncertainty." 


"There's  a  whole  new  group  of 
tancia!  and  risk  managers  in  the 
untry  today,  young  tigers  who  have 
me  out  of  business  school  and  are 
oking  for  advanced  techniques, 
surance  doesn't  mean  anything  to 
em.  It's  just  a  word.  What  they  are 
terested  in  is  bottom  line.  And  this 
what  our  Anistics  operation  does, 
takes  their  point  of  view  — helps 
recast  and  remove  the  uncertainty 
3m  the  future,  so  these  managers 
n  handle  risks  based  on  certainty" 


Working  from  a  client's  point 
of  view  is  our  way.  From  our  top 
management  to  the  men  and  women 
in  over  1 10  cities  here  and  overseas. 
That  means  working  as  allies,  solv- 
ing business  problems  together.  If 
developing  new  techniques  is  what 
it  takes  toclo  a  better  job,  we'll  develop 
them.  As  we  did  with  Anistics,  a 
highly  sophisticated,  computerized 
subsidiary  which  helps  major  corpo- 
rations determine  the  best  ways  to 
predict  and  finance  losses. 


We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader 
in  the  insurance  brokerage  and 
financial  services  business. We  have 
the  facilities,  expertise  and  strength 
to  act  as  effective  allies.  We  work 
from  the  client's  point  of  view. 

corporation  is  AfeXailder 
large  or  small.  g^eXatlder 

The  Allies 


THE 
OVERWEIGHT 

OFFICE. 


Kodak  microfilm  can  trim  paper 
fat  and  reduce  paper-handling  costs  signifi- 
cantly. How?  By  stemming  the  flow  of 
more  and  more  paper  into  your  office 
filing  systems. 

We  realize  that  a  modern  office  can't 
function  without  its  minimum  daily  intake 
of  paper.  But  adding  more  paper  just  means 
adding  more  flab  to  filing  systems.  And  a 
flabby  filing  system  means  more  time  spent 
filing,  retrieving,  and  sometimes  misfiling 
important  papers. 


That's  why  you  should  look  into  the 
Kodak  Reducing  Plan.  It  can  cut  down  your 
paper  intake  and  reduce  paper-handling 
costs  significantly.  How?  Through  microfilming, 
key  element  in  the  Kodak  Reducing  Plan. 

Of  course,  like  all  reducing  plans, 
ours  requires  a  little  will  power.  Like  taking 
time  out  right  now  to  clip  the  coupon.  Want 
to  get  your  office  back  into 
fighting  trim?  The  first  place 
to  start  cutting  is  right  here 
on  this  page. 


The  Reducing  Plan 

Kodak  Microfilm 

Eastman  Kodak  Company 
Department  DP8635 
Rochester,  New  York  14650 

□  Please  send  me  more  information 
about  the  Kodak  Reducing  Plan 

□  Please  have  a  Kodak  representative 
call  to  arrange  a  free  survey  of  my 
office  filing  system. 

Name 
Company 

Title 
Address 
City 
State  &  Zip 
Phone 
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Far  West,  Far  East 


Not  so  slowli  and  rather •  insis- 
tently over  the  years,  the  amount  of 
husiness  news  generated  in  the  Ori- 
ent has  increased  dramatically.  No 
surprise,  then,  that  it's  a  rare  issue  of 
Forbes  these  days  that  doesn't  have 
its  share  of  stories  from  Japan, 
Taiwan,  Korea  and  other  points  far 
east.  In  this  issue,  for  example,  there 
is  a  report  on  Japanese  trading  com- 
panies (p.  89)  and  the  various  tactics 
they  are  devising  to  eope  with  slack 
demand  at  home  and  with  the  rising 
value  of  the  yen  against  other  curren- 
cies abroad. 

In  this  issue,  too,  is  an  interview 
with  the  U.S.  ambassador  in  Tokyo, 
Mike  Mansfield,  who  may  well  be  the 
most  effective  diplomat  ever  posted 
there  from  W  ashington.  The  story  (p. 
84)  is  the  work  of  Norman  Pearlstine, 
who,  at  the  age  of  35,  is  something  of 
an  old  Asia  hand  and  a  recent  addition 
to  Forbes'  editorial  staff. 

Pearlstine  comes  to  Forbes  from 
Hong  Kong,  where  he  was  managing 
editor  of  the  Asian  Wall  Street  Jour- 
nal for  three  years.  Earlier,  he  served 
for  three  years  as  the  Journal  :,  bu- 
reau chief  for  North  Asia,  based  in 
Tokyo.  From  1968  to  1973  he  was  a 
staff  reporter  for  the  Journal  in  Dal- 
las, Detroit  and  Los  Angeles. 

Pearlstine  is  a  graduate  of  Haver- 
ford  College,  holds  a  law  degree  from 
the  University  of  Pennsylvania  and 
has  done  postgraduate  studies  in  se- 


Norman  Pearlstine 

curities  law  at  the  law  school  of 
Southern  Methodist  University.  In 
1974  he  received  a  citation  from  the 
Overseas  Press  Club  of  New  York  for 
his  reporting  on  Japanese  business. 
At  Forbes,  he  will  be  based  in  Los 
Angeles  and  will  direct  the  maga- 
zines coverage  of  the  western  U.S. 
and  the  Asia-Pacific  region. 

It  is  a  measure  of  the  importance 
the  magazine  attaches  to  the  expand- 
ed role  of  the  Los  Angeles  bureau 
that  Norm  Pearlstine  will  carry  the 
title,  and  the  larger  responsibilities, 
of  executive  editor. 


Let  Freedom  Ring — And  Paint, 
Sing,  Sculpt,  Etc. 


Forbes  publisher  James  Dunn  jour- 
neyed to  Los  Angeles  last  month  to 
participate  in  the  12th-annual  Busi- 
ness in  the  Arts  awards,  which  are 
cosponsored  by  Forbes  Magazine 
and  New  York's  Business  Committee 
for  the  Arts.  While  Dunn  helped 
BCA  President  Goldwin  A.  McLellan 
hand  out  the  awards  to  this  year's 
honorees — Aetna  Life,  the  Boston 
Globe,  Chemical  Bank.  Coca-Cola, 
ITT  and  Electronic  Data  Systems 
were  among  the  20  new  corporate 
faces  w  ho  joined  21  repeat  winners — 
Winton  M.  Blount,  former  Postmas- 
ter General  and  now  president  and 
chairman  of  Blount,  Inc.  in  Mont- 
gomerv .  Ala. ,  did  service  as  guest 
speaker.  What  he  had  to  say  homed 
in  on  an  important  aspect  of  this  un- 
usual collaboration. 


Blount's  point,  not  to  belabor  the 
reader  with  ideology,  was  that  free- 
dom is  an  essential  ingredient  of  inno- 
vation. That  is  true  both  for  the  busi- 
nessman and  the  artist.  With  it,  the 
one  helps  fashion  the  physical  roots 
and  branches,  if  you  will,  of  our  civili- 
zation while  the  other  helps  express 
its  flowering.  The  results  may  not  be 
perfect,  or  at  least  not  always  to  ev- 
eryone s  taste,  but  they  look  good 
indeed  when  compared  to  what  hap- 
pens in  places  where  that  essential 
ingredient,  freedom,  is  eliminated:  It 
is  not  onK  the  artist's  muse  that  be- 
comes stultified;  it  is  the  economy, 
too.  So  what  could  be  more  natural 
than  bringing  together,  as  BCA  en- 
deavors to  do,  these  disparate  seg- 
ments of  society  that  share  so  vital  a 
common  ground?  ■ 
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Why  I 

choose 
to 

smoke; 


"Why  kid  anyone?  I  smoke 
because  I  enjoy  it.  I'm  the  kind  of  guy 
who  gets  pleasure  out  of  a  cigarette. 
But  I'm  not  deaf  to  what's  being  said 
about  tar. 

"So  I  searched  out  a  cigarette 
that  would  give  me  taste  with  low  tar. 
And  two  years  ago  I  found  it  in 
Vantage.  Vantage  has  all  the  taste  1 
enjoy  yet,  surprisingly  much  less  tar 
than  my  old  brand. 

"Why  did  I  choose  Vantage? 
Because  I  like  it." 


Michael  Epperson 
Miami,  Florida 


Regular, 
Menthol,  and 
Vantage  100V 


FILTER:  11  mg.  "tar", 0.7  mg. nicotine,  MENTHOL  11  mg."tar". 

0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  AUG.  11; 

FILTER  100's :  11  mg.  "tar",  0.9  mg.  nicotine  av.  per  cigarette  by  FTC  method. 


Honeywell  helps  Fidelity  Plaza  save  energ> 
Enough  to  run  one  fourth  of  their  building  fr 


You  don't  have  to  be  a  huge 
energy  user  to  profit  from  a 
Honeywell  energy  manage- 
ment system.  In  fact,  you  don't  even 
have  to  buy  the  system.  Using 
BOSS,  Honeywell's  unique  time- 
shared  energy  management  service, 
the  Fidelity  Plaza  building 
in  Oklahoma  City  saves  over  25% 
on  yearly  energy  costs. 

Through  BOSS,  Fidelity  Plaza 
shares  our  computerized  Delta 
system  — and  a  highly-skilled 
Honeywell  energy  manager— with 
other  buildings  in  the  area. 
Their  savings  repaid  startup  costs 
in  five  months.  Now  they  pay  a 
year's  service  fees  out  of  a  few  weeks' 
savings.  The  rest  goes  right  to 
their  bottom  line. 

A  precision  control 
system  programmed 
for  savings. 

Whether  you  choose  to  share 
BOSS  service  or  buy  your  own  Delta 
system  depends  on  your  building's 
requirements.  In  either  case,  a 
Delta  computer  controls  all  your 
energy-using  systems.  It  automatic- 
ally checks  occupancy  schedules, 
reads  temperatures  and  operates 
all  heating,  cooling  and  lighting 
equipment  for  maximum  energy 
savings.  At  no  cost  to  comfort. 

In  hundreds  of  buildings, 
large  and  small,  energy  savings  of 
20  to  30%  are  common.  There 
are  manpower  savings,  too.  And 


Delta  can  even  take  care  of 

your  fire  and  security  system  needs. 

The  Honeywell 
advantage  is  hardware 
plus  experience. 

Delta  is  the  product  of 
Honeywell's  unique  combination 
of  computer  technology  and 
long-established  leadership  in 
temperature  controls.  Only 
Honeywell  designs,  builds  and 
services  all  major  components 
of  its  own  system,  from 
thermostats  to  computers.  That's 
why  you  can  rely  on  Honeywell 
to  supply  the  total  energy  savings 
package  your  building  needs: 
hardware,  proven  programs  and  the 
highly  skilled  and  experienced 
people  to  make  them  work. 

We  can  help  you  every 
step  of  the  way.  From  planning  and 
detailed  application  with  your 
design  team  through  installation 
and  operations  training.  And 
afterwards,  with  expert  preventive 
maintenance  service  that  keeps 
your  whole  system— computer, 
controls  and  mechanical  equipment 
as  well— functioning  at  top 
efficiency. 

Find  out,  free,  how 
much  you  can  save  on 
the  bottom  line. 

Today,  a  lot  of  people  want 
to  tell  you  how  to  save  energy.  We'll 
tell  you  how  much  you  can 
save  — in  dollars  and  cents.  Using 
our  experience  and  Deltas 


software,  we've  designed  a  precise 
computer  analysis  that  can  give 
you  an  accurate  estimate  of  your 
building's  savings  potential. 
Our  analysis  is  free;  there's  no 
charge  or  obligation.  All  we 
need  are  a  few  facts  about  your 
building  which  your  building 
manager  can  provide. 

Before  you  invest  in  any 
energy-saving  system,  spend  I5<f 
to  send  for  our  Bottom  Line 
computer  questionnaire.  We 
showed  Fidelity  Plaza  how 
to  save  tens  of  thousands  yearly. 
Let  us  show  you. 


Free  analysis  of  your  building 
energy-saving  potential 

Send  this  coupon  for  your  free 
Bottom  Line  Computer  Questionnaire 

Name 
Title' 

Company 
Address 


Citv 
(- 


State 


Area  Code  Telephone 
Monthly  electric  bill: 

□Under  $5000       LJS5-10.000      DOver  SIC, 
Building  si:e:  DUnder  50,000 sq.  ft.  LJ50-15C, 
sq  ft      LJOver  150.000  sq  ft 
Mail  to:  Honeywell  Commercial  Division 
Dept.  07Q14.  Minneapolis,  MN  55408 


It's  good  business  to  run  a  fine-tuned  building. 

Honeywell 


Trends 


Edited  by  JOHN  A.  CONWAY 


The  Wild  Blue  Yonder 

Although  President  Carter  shot  down 
its  cherished  billion-dollar  Bl  bomber 
last  year,  the  U.S.  Air  Force  is  undaunt- 
ed. The  brass  in  blue  has  an  even  more 
sophisticated  jet  on  the  drawing  board, 
for  possible  production  in  ten  years  or 
so.  The  new  plane,  under  study  since 
last  summer,  would  match  the  Bl  in 
size,  speed  and  range  but  would  boast  a 
bigger  bomb  bay,  belter  radar,  naviga- 
tion and  electronics  systems  and  be  capa- 
ble of  carrying  cruise  missiles  in  its  (lying 
arsenal.  Eventually,  the  new  plane 
would  replace  the  Strategic  Air  Com- 
mand's B52s  and  swing-wing  Fills. 
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The  Yen  For  The  Yen 

Gloomy  as  they  are,  those  hand 
wringing  headlines  about  the  fall  of  the 
dollar  and  the  rise  of  the  yen  don't  te 
the  whole  sad  story.  True,  Tokyo's  Pre- 
mier Takeo  Fukuda  has  vowed  to  curb 
exports  to  the  U.S.  of  items  like  cars,  TV 
sets,  steel  and  ships,  and  to  increase 
Japan's  gross  national  product  7%  this 
fiscal  year  by  stepping  up  government 
spending,  So  far,  this  has  had  little  effect 
and  the  suspicion  is  that  it  won't  anytime 
S(X)n.  U.S.  officials  were  predicting  earli- 
er that  the  current  account  deficit  with 
Japan  could  climb  50%,  to  $12  billion, 
this  year.  But  U.S.  customs-clearance 
figures  for  the  first  four  months  showed  a 
Japanese  trade  surplus  with  the  U.S.  of 
$4.33  billion,  and  one  high  Washington 
official  predicts  privately  that  the  deficit 
with  Japan  could  hit  $14  billion  in  1978. 
The  soaring  yen  has  forced  up  U.S. 
prices,  of  Japanese  goods,  but  the  de- 
mand for  them  stays  strong.  U.S.  officials 
in  both  W  ashington  and  Tokyo  also  say 
Fukuda  hasn't  increased  government 
spending  nearly  enough  to  raise  his 
country's  GNP  by  any  7%.  Meanwhile 
the  dollar,  which  bought  240  yen  six 
months  ago,  now  buys  only  215  or  less, 
and  Japanese  traders  and  manufacturers 
expect  that  trend  to  continue.  Some,  in 
fact,  are  already  negotiating  long-term 
deals  at  2(K)  yen  to  the  dollar. 

Off  To  Camp — Maybe 

Summer  camp,  the  traditional  yearly 
boon  for  vacationing  youngsters — and 
their  parents — has  been  hit  hard  by  in- 
flation. During  the  1975-77  seasons,  in- 
quiries handled  by  New  York's  Camp 
Advisory  Service,  perhaps  the  biggest  in 
the  field,  slipped  7%.  During  the  pa  t  12 
months,  business  has  fallen  another 
15%.  When  the  slide  began,  according  to 


11     Inflation  Vs.  Elation:  The  price  bite  is  taking  some  of  the  fun  out  of  summer. 


the  services  director,  George  Use, 
camps  in  the  so-called  "moderate  brack- 
et ($1,300  to  $1,500  per  season)  took 
most  of  the  beating.  This  year  it  is  the 
turn  of  the  most  expensive — $1,700  and 
up — camps.  These  medium-priced  set- 
ups are  now  trying  to  attract  additional 
business  by  offering  discounts  for  taking 
more  than  one  child  from  a  family,  but 
the  declining  birthrate  is  making  the 
household  with  a  second  or  third  child 
something  of  a  rarity. 

Power  Politics 

Quebec's  Premier  Bene'  Levesque  has 
come  up  with  a  sly  gimmick  that  could 
give  Canada's  federal  government  in  Ot- 
tawa another  headache — and  stir  up  the 
harassed  energy  planners  in  Washington 
in  the  bargain.  At  a  recent  meeting  of 
New  England  governors  and  eastern 
Canadian  premiers,  Levesque  offered 
the  New  Englanders  cut-rate  electric 
power  if  the  Americans  would  in  turn 
buy  more  petroleum  products  from  Que- 
bec and  the  Maritime  Provinces.  The 
plan  looked  good  to  both  sides:  to  the 
Canadians  because  it  meant  revenues  for 
the  currently  underused  refineries  in 
Quebec  and  the  Maritimes;  to  the  New 
Englanders  because  they  now  have  to 
get  most  of  their  energy  from  high- 
priced  imports.  It  won't  be  easy  to  ar- 
range, however.  Levesque,  for  instance, 
will  have  to  get  Ottawa's  approval,  and 
the  Canadian  government's  set  policy  is 
to  cut  oil  exports  to  the  U.S.  And,  as  the 
champion  of  the  separatist  movement  to 
make  Quebec  an  independent  nation, 
Le'vesque  isn  t  v  ery  popular  in  Ottawa  to 


start  with.  The  New  England  governors! 
will  also  have  to  go  all  out  to  sell  the  ideal 
to  Washington's  energy  bosses,  who  aref 
already  a  year  behind  in  their  efforts! 
even  to  formulate  a  workable  nationall 
energy  policy. 

Old  Man  River— Still  Free?  I 

Barge  operators,  who  faced  the  pros- 
pect of  paying  charges  for  the  first  time| 
to  ply  tax-financed  inland  waterways, 
may  continue  to  escape  them  after  all. 
The  House  of  Representatives  has  voted! 
a  4-cent-a-gallon  tax  on  barge  diesel  fuel! 
beginning  next  year.  The  Senate  had] 
further  proposed  to  require  inland  ship- 
pers to  pay  10%  of  new  waterway  con-| 
struction  costs  over  a  ten-year  period. 
This  idea,  put  forth  by  New  Mexico  Be- 
publican  Pete  Domenici,  sank  without  il 
trace  when  Louisiana  Democrat  Busselll 
Long  rallied  other  river-state  senators! 
against  it.  The  Senate  version  does  stil 
have  a  4-cent  fuel  tax,  to  take  effect  in 
1982,  but  that  could  disappear,  too,  i! 
President  Carter  carries  out  his  threat  to 
veto  the  waterways  bill.  He  considers  it 
too  weak  because  it  no  longer  contains 
the  provisos  that  would  make  barge  op- 
erators help  defray   the  cost  of  locks, 
dams  and  other  improvements. 


Tax-Free  Living 

One  middle-income  California  city 
had  figured  out  a  way  to  replace  lost 
revenues  even  before  the  now-famous 
Proposition  13  was  passed,  slashing 
property  taxes  60%  across  the  entire 
state  Bv  unanimous  vote,  the  city  coun- 
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Montreal.  May  25,  1978.  The  Canadair  Challenger  rolls  out.  ©Canadair  1978 


The  runaway 

leader  in 
business  jets 

is  now 
on  the  runway 


Never  before  has  the  reality 
of  the  Canadair  Challenger  been 
more  inarguable. 

Because  now,  it's  real. 

There's  an  honest- to- 
goodness  plane  sitting  on  the 
runway  in  Montreal.  You  can  look 
at  it.  Walk  into  it.  Even  pinch  it. 

Obviously,  all  wind  tunnel 
tests  are  behind  us.  Our  taxi  runs 
are  about  to  begin., 

And  in  a  matter  of  days,  this 


bold  new  business  jet  will  take  off 
for  its  first  flight. 

Already,  sawy  corporations 
have  committed  themselves  to 
over  100  Challengers.  If  you've 
waited— thinking  we'd  never  get 
this  far— we 'd  like  to  point  out  that 
we  are  this  far. ' 

The  competition  thought  that 
cajling  us  a  paper  airplane  would 
make  us  go.  away. 

But  as  you  can  see,  the  paper 


airplane  is  real.  We  didn't  fold. 

,    For  more  information,  write 
to  James  B.  Taylor,  President, 
Canadair,  Inc.,  Dept.  FB7,  274 
Riverside  Avenue,  Westport, 
Connecticut  06880.  Or  call  him 
at  203-226-1581. 

canadair 
chanenper 

We  challenge  any  business 
jet  to  match  it. 


.Marriott  s  ESSEX  HOUSE 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  aequire 
enormous  sophistication  about 
hotels.  They  love  crystal  chandeliers. 
But  they're  more  favorably  im- 
pressed by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a  century,  Essex  House 

on  O-Wi  Park  jj^gg 

New  York's  Grand  Hotel 

760  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free.  Telex  12-5205. 


Marriotts 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstayingat  Essex  House, 
don't  fret.  Next  time  you're  in  New 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 
fan  letters.  We'll  show  you  a 
few.  And  do  everything  in  our 
power  to  make  you 


want  to  write  us 
your  own  fan  letter! 


Randustrial®  offers  you  their 
FREE  Maintenance  Catalog 
describing  in  detail  their  prod- 
ucts, applications,  and  prices. 
Also,  Randustrial®  offers  you 
many  Free  two-gallon  samples 
so  that  you  may  try  them  and 
then  buy  with  confidence. 
Take  advantage  of  this  offer 
today. 


O  Free  Maintenance  Catalog 


Name,  Title 
Company  _ 
Address  


City,  State,  Zip 
Telephone  No.  . 


Randustrial.  Corporation 

Sales  Offices  in. Principal  Cities 


13306  Union  Avenue,  Cleveland.  Ohio  44120 
Telephone  (2161  283  0300 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $  5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Trends 


til  iu  Manhattan  Beach,  a  Los  Angeles 
satellite,  had  already  wiped  out  the  en- 
tire property  levy,  eliminating  $2.7  mil- 
lion in  annual  income.  To  recoup  at  least 
some  of  the  loss,  the  city  fathers  plan  to 
raise  $1.8  million  by  nicking  the  city's 
33. (XX)  residents  (average  family  income: 
$25,000)  $150  a  year  for  water  service 
and  trash  collections.  The  remaining 
$9<X),(XX)  loss  they  hope  to  balance  by 
chopping  next  year's  budget,  including  a 
$196, (XX)  cut  in  Manhattan  Beac  h's  rec- 
reation budget. 

Poverty's  Price 

Even  the  price  of  poverty  is  going  up. 
The  U.S.  Labor  Department  today  will 
qualify  a  family  of  four  for  federal  pover- 
ty programs  it  annual  earnings  do  not 
exceed  $6,200.  Last  year,  the  poverty 
line  had  been  drawn  at  $5,850  a  year. 
Farm  families  can  now  earn  up  to  $5,270 
a  year  and  remain  officially  poor.  Their 
1977  limit  had  been  $4,980. 

Battle  Of  The  Bonds 

A  tug-of-war  between  the  U.S.  Trea- 
sury and  state  and  local  governments  has 
entered  its  third  round,  with  the  locals 
one  up.  The  fight  is  over  the  way  local 
authorities  can  issue  tax-free  municipal 
bonds  at,  say,  6'/2%,  then  invest  the 
proceeds  in  Treasury  issues  paying  per- 
haps 8'/2%.  Because  local  governments 
pay  no  federal  taxes,  that  27c  difference 
is  all  gravy.  In  September  1976  the  Trea- 
sury tried  to  stop  it  by  wiping  out  the 
device  the  locals  were  then  using,  the 
"advance  refunding "  technique.  This  in- 
volved floating  one  municipal  issue,  then 
selling  a  second,  supposedly  to  pay  off 
the  first  at  some  future  date.  The  second 
issue's  take  actually  was  tucked  away  in 
high-yield  Treasury  paper  as  collateral 
for  the  first  issue.  The  ink  was  barely  dry 
on  the  order  banning  that  when  the  lo- 
cals had  a  new  ploy — "invested  sinking 
funds.  These,  too,  were  supposed  to  be 
used  to  pay  off  a  municipal  issue,  but 
instead — you  guessed  it — the  money  was 
stashed  in  Treasuries  and  that  29c  arbi- 
trage profit  flow  ed  in.  In  May  of  this  year 
the  Treasury  cracked  clown  on  this  "in- 
vested sinking  fund  gimmick.  A  month 
later,-  Mudge  Rose  Guthrie  &  Alexander, 
acting  as  bond  counsel  for  a  North  Dako- 
ta power  co-op.  came  up  with  a  new 
wrinkle — a  "reserve  fund"  of  roughly 
15%  of  a  $60-million  issue  that  was,  of 
course,  socked  into  Treasury  bonds.  The 
2%  "profit"  on  that  15%  will  go  a  long 
way  toward  cov  ering  the  tax-tree  payout 
on  those  municipals. 

Over  to  you,  Mr.  Blumenthal.  ■ 
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THE 
INFORMATION 

CRISB. 

If  you  pick  up  a  newspaper  these  days,  it's  easy  to  walk  away 
with  the  impression  that  there's  a  world-wide  shortage  of  everything. 

There  is  an  energy  crisis  and  a  food  crisis  and  any  number  of  other 
crises,  all  caused  by  vanishing  resources. 

But  there  is  one  that  involves  not  a  shortage,  but  an  excess.  A 
crisis  where  the  resource  isn't  dwindling,  but  growing  almost 
uncontrollably. 

That  resource  is  information. 

Consider:  Seventy-five  percent  of  all  the  information  available  to 
mankind  has  been  developed  within  the  last  two  decades.  Millions  of 
pieces  of  information  are  created  daily.  And  the  total  amount  is 
doubling  every  ten  years. 

The  problem,  as  with  any  crisis,  is  one  of  management.  With  fuel, 
it's  a  question  of  making  proper  use  of  too  little.  With  information,  it's 
making  proper  use  of  too  much. 

With  72  billion  new  pieces  of  information  arriving  yearly,  how 
do  you  cope  with  it  all?  How  do  you  gather  it,  edit  it,  disseminate  it, 
store  it  and  retrieve  it? 

At  Xerox,  our  business  is  solving  problems  like  these. 
With  electronic  input  systems  that  let  you  quickly  create,  edit, 
and  store  information. 

Copiers  and  duplicators  that  reproduce  it.  Telecommunicators 
and  communicating  typewriters  that  disseminate  it. 

Even  electronic  printers  that  let  you  retrieve  information  directly 
from  computers,  and  print  it  out  with  laser  beams. 

You  see,  Xerox  doesn't  just  copy  information  anymore.  We  help 
you  manage  it. 

The  purpose  of  it  all  is  simple:  to  help  you  make  good  use  of 
information,  instead  of  being  overwhelmed  by  it. 

And  to  help  reduce,  if  only  by  one,  the  number  of  crises  in  the 
world. 


XEROX 


Follow-through 


(  '  ^ 

b-school 
was  never 
like  this... 

It  doesn't  take  long  to  discover 
there  are  lots  of  things  education 
never  taught  us.  Let's  face  it,  for 
most  of  us,  our  real  business  edu- 
cation happens  on  the  job. 

Take  risk  management,  for  in- 
stance. Chances  are  the  term  was 
never  mentioned  in  B-school.  And 
yet  it's  a  concept  that  looms  ever 
larger  in  the  financial  planning 
of  any  corporation.  Spiraling  in- 
surance costs  and  increasingly 
complex  underwriting  techniques 
combine  to  present  the  business 
executive  with  a  major  dilemma  . . . 
an  increasingly  important  area 
of  financial  planning  that  is  more 
and  more  the  province  of  experts 
.  . .  experts  that  may  not  presently 
be  available  to  you. 

Well,  Reed  Shaw  Stenhouse  has 
the  expertise  you  need.  In  the  rela- 
tively new  field  of  risk  manage- 
ment, we  have  quickly  become 
acknowledged  worldwide  experts. 
Whether  it  involves  self  insurance 
plans,  the  incorporation  of  captive 
insurance  companies  or  simply 
(actually  there's  nothing  simple 
about  it)  defining,  locating  and 
purchasing  the  correct  and  most 
economical  coverages,  the  Reed 
Shaw  office  nearest  you  has  the 
expertise  and  worldwide  market 
access  needed  to  create  the  opti- 
mal risk  management  program  for 
your  company. 

So,  if  the  B-school  neglected  risk 
management,  call  Reed  Shaw 
Stenhouse.  We'll  pick  up  where 
your  formal  education  left  off. 

REED  SHAW  STENHOUSE 

INTERNATIONAL  INSURANCE  BROKERS 

With  offices  in  Boca  Raton,  Boston.  Chicago.  Denver. 
Ft  Lauderdale.  Honolulu.  Houston.  Kansas  City.  Los 
Angeles  New  York.  Orlando.  Pittsburgh.  Portland.  St, 
Louis.  San  Francisco.  Seattle.  Washington.  DC  and 
one  hundred  six  other  cities  around  the  world. 


The  Disco  Scene 

Lillian  Carter,  the  President's  79- 
year-old  mother,  is  one  of  the  oldest  and 
the  second-grade  class  of  New  .York's 
Public  School  7  probably  the  youngest  of 
the  million  revelers  that  discotheque- 
owner  Steve  Rubell  says  have  crowded 
past  his  well-muscled  doormen  in  the 
past  year.  Two  years  ago,  when  Forbes 
(June  1,  1976)  reported  that  the  disco 
scene  was  getting  hot,  Rubells  Studio 
54,  which  cost  SI  million  to  open,  didn't 
even  exist.  But  other  entrepreneurs  had 
already  parlayed  stacks  of  records  and 
disc  jockeys  to  play  them  at  deafening 


Studio  54:  A  whiff  of  the  drug  scene. 

volume  amid  strobe  lights,  no-holds- 
barred  sex  and  a  strong  whiff  of  drugs, 
into  multimillion-dollar  enterprises.  Last 
month  a  S2-million  rival  disco  opened  in 
a  blaze  of  frenzied  publicity  (at  S10  a 
head)  only  a  quick  "Bus  Stop"  away  from 
Rubell  s  layout. 

Bill  Wardlow,  associate  publisher  of 
Billboard,  who  keeps  what  tabs  are  kept 
on  discos  (the  industry's  statistics  tend  to 
be  as  flaky  as  the  music),  estimated  in 
1976  that  they  represented  a  $4-billion 
business.  Since  then,  he  says,  the  num- 
ber of  such  places,  10,000  then,  may 
have  climbed  as  high  as  15,000.  with 
about  6,. 500  considered  "key  spots  ca- 
tering to  500  or  more  at  a  session.  In 
money,  Wardlow  now  puts  the  indus- 
try's take  at  $5  billion  and  says  it  could  go 
to  $10  billion  by  the  mid-1980s  (which  is 
as  far  as  he  will  go  with  his  forecasts). 

Big  as  it  is,  the  disco  field  still  belongs 
to  the  entrepreneur.  Some  big  hotel 
chains  have  added  discotheques  (Holi- 
day Inns  has  35),  but  smaller,  indepen- 
dent operators  are  the  rule.  Michael 


O'Harro,  who  set  up  Tramps  in  Wash- 
ington, D.C.,  has  become  a  $1 ,000-a-day 
consultant  to  would-be  disco  operators. 
(He  also  has  written  a  $75  how-to  bix)k, 
which  has  been  published  by  Billboard.) 
"Personality  and  tone  of  concept"  are  the 
secret,  according  to  O'Harro,  who  has 
helped  create  discos  from  Miami  to  Tulsa 
and  from  Cleveland  to  Fayetteville,  Ark. 
One  of  his  clients,  Holiday  Universal, 
has  tested  a  disco  in  one  of  its  36  health 
spas  and,  according  to  chairman  Frank 
Bond,  will  open  a  $250, (XX)  one  in  Mary-  >' 
land  this  summer,  with  more  to  come. 

O'Harro  should  have  included  "pub- 
licity" in  his  success  formula.  The  spate 
of  news  stories  and  photos  heralding  the 
arrival  of  jet-set  celebrities  at  each  new 
disco  is  the  boom  s  real  fuel.  It  can  inject 
sour  notes,  however,  as  Studio  54  now  " 
knows.  The  New  York  State  Liquor  Au- 
thority wants  to  lift  its  liquor  license  and 
its  cabaret  permit  is  under  scrutiny. 
Owners  Rubell  and  Ian  Schrager  (son  of 
a  late  colleague  of  Meyer  Lansky,  the 
reputed  underworld  financial  guru)  have 
archly  kidded  the  drug  scene  with  such  P[ 
displays  as  their  man-in-the-moon-with- 
a-spoon.  This  made  embarrassing  news 
when  a  cocaine  dealer  initiated  a  deal  at 
the  disco — with  an  undercover  narcotics 
informant — and  was  later  convicted  on 
drug  charges.  But  the  crowds  keep 
storming  the  doors. 

The  swing  now  is  international.  Studio  :" 
54  has  teamed  with  Hardwicke  Cos.  (res- 
taurants.  retailing,  resorts  and  animal 
parks)  to  open  a  disco  in  London  in 
September  and  talks  of  moving  into  To-  I 
kyo  and  Munich  by  the  end  of  the  year. 
The  field  is  getting  so  cosmopolitan,  in 
fact,  Billboard's  Wardlow  says,  that 
disco  operators  are  giving  serious 
thought  to  staging  an  international  con- 
ference in  Monte  Carlo  this  October. 

The  Earthshakers 

California's  unquenchable  thirst  has 
made  it  the  home  of  grand  and  grandiose 
water  schemes — the  240-mile  aqueduct 
that  brought  mountain  water  to  Los  An- 
geles in  1914,  ex-Governor  Pat  Brown's  m 
$2-billion  project  of  1973  that  produced 
444  miles  of  aqueducts  and  the  world  s 
highest  pumping  lift.  A  year  ago  Forbes  » 
(May  15,  1977)  reported  on  the  wildest 
of  all,  the  North  American  Water  6f  Pow  - 
er Alliance  (NAWAPA),  that  would  ere- 
ate  a  water  "highway"  from  Alaska  to 
Mexico  and  deliver  17  times  more  water 
than  the  annual  flow  of  the  entire  Colora- 
do River  system.  By  rerouting  and  har- 
nessing rivers  that  now  pour  most  of 
their  water  into  the  Pacific,  the  Ralph  M. 
Parsons  Co.  of  Pasadena  proposed  a  sys- 
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em  that,  Forbes  stated,  "would  not 
inly  generate  its  own  power  but  produce 
nore  than  $4  billion  a  year  in  power 
ales  and  related  benefits.  Cost:  $150 
>illion  and  more  than  30  years  of  work. 

The  Parsons  plan  was  the  dream  of  the 
)ig  engineering  and  construction  firm's 
ate  founder  and  namesake.  Vice  Presi- 
lent  Roland  (Bud)  Kelly  has  been 
*JAWAPA's  project  manager  since  1964. 
Vhat  made  it  noteworthy  in  the  spring 
if  1977  was  that  parched  Californians 
vere  then  panting  through  the  second 
ear  of  a  drought  that  had  seared  the 
intire  West. 

The  recent  rains  ended  that  long 
Irought  and  flooding  replaced  it  as  the 
lig  worry.  Nonetheless,  Bud  Kelly  has 
s'AWAPA  on  his  mind  and  on  his  desk, 
le  is  about  to  send  his  staff  plowing 
hrough  the  20  filing  cabinets — 3  in  his 
iffice,  2  more  in  the  hall,  15  in  storage — 
hat  house  the  blueprints  for  NAWAPA. 
Vhen  this  paper  mountain  is  scaled, 
[elly  says  Parsons  will  be  ready  to  march 
n  Washington  with  a  new  "unsolicited 
iroposal"  for  its  brainchild. 

Why  is  Kelly  so  optimistic?  For  one 
hing,  President  Carter  s  new  policy  on 
/ater  projects  gives  state  governors  a 
irge  voice  in  Washington's  decisions 
nd  that,  Kelly  thinks,  "is  a  plus.  In 
ddition,  the  government-owned  Cana- 
dian Broadcasting  Co.  wants  to  shoot  a 
lOcumentary  on  NAWAPA.  That  alone, 
[elly  says,  raises  the  project  s  level  of 
nterest  from  its  current  low  estate:  bull 
essions  at  engineering  society  meetings, 
/lore  concretely,  he  points  to  eastern 
Canada,  where  the  James  Bay  hydro- 
lectric  complex — largest  in  the  world — 
/as  constructed  on  a  similar  scale  and 
inder  the  same  conditions  that 
iIAWAPA's  builders  would  face.  "They 
aid  James  Bay  would  never  get  fi- 
ianced,'  Kelly  argues,  "and  it  was." 
ilaska,  he  also  notes,  plans  to  move 
head  with  its  proposed  Wantana  Dam 
n  the  Susitna  River  south  of  the  Yukon 
iasin,  where  NAWAPA  was  going  to 
mild.  Kelly  s  file  pruners  will  be  study- 
rig  how  to  incorporate  this  new  dam 
tvhich  Alaska  will  finance  with  $1  billion 
rom  oil  revenues  and  bond  sales)  into 
he  Parsons  dream. 

But  even  if  NAWAPA  stayed  in  Kelly's 
|e  cabinets,  Parsons  would  hardly  be 
lie.  Kelly  himself  is  busy  with  a  water- 
works for  Cairo,  and  the  firm  itself  is  in 
barge  of  Janbu,  an  entire  new  industrial 
ity  on  the  Red  Sea  for  Saudi  Arabia,  a 
Qultibillion-dollar  job  that  will  entail  a 
iort,  petrochemical  and  metallurgy 
Hants,  an  airport  and  housing  for 
20,000  people.  NAWAPA  can  wait.  ■ 


1  THINK  \V£  CAN  COM£  To  A  D£CiS|GN  RiGHT 
KGW,  WtU  SE-ND  YOV  500  IH  ASSCKTtP  CClCRS, 
YES?  WHiCh  COLCR  doki't  you  want?  hmm-., 
YOU  R6AU-Z.E  TttAT  MEANS  WE'LL  HAVE 
To  REPACKAGE -  .  </\PDS  TO  OUR  COST.  YES. 
WELL,  LGCk  DcWN  THE  CGLOtAH  THAT  SAYS' 
d6RQ*EN  PACKAGES'.  l/H-4|UH,, ,.TO0  Hi<2H ? 
TELL  you  WHAT,  SINCE  hfe  A  O^ANTJTV 

oRD-dfc/  em  willing  to  spl\i  the difference 

OVER  IhE  PRiCe  CR\QlUf\icf  CkOOTED, 
YES?,.. OK  AY  Ycu'u  GET  ALL  THE  COLORS. 

except  -me  blue,  well,  when  i  tmkep 

to  YOUR  MR.  PETRie  He  SAID  IT  WAS  ALL- 
RIGHT  OW  YES,  I  TALKED  To  HIM.  SA\V> 

hou  h£\>£  enough  in  stock.  enough  to 
Hold  ygu  for  a  while-/  SVWp  to  tell  You  /f 

YOU  HAD  ANY  DOUBTS,  UH-Htftt„  OH,  OF  COVRS?, 

You're  in  a  8\np?  we'u  get  that  order 

{OH  A  PLANE 
TMAMK  VOU, 
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(S)  Booth 

$6.75  FOR  THREE  MINUTES 
TO  EUROPE.  AND  YOU  GET  AN 
IMMEDIATE  SALE. 

It's  $6.75  (plus  tax)  when  you  pick  up  the  phone  and  call  Paris, 
Berlin,  Amsterdam,  Madrid.  That  rate  is  for  most  of  Western  Europe, 
station-to-station.  It's  even  less  to  some  countries  at  night  or  on 
Sunday. 

But  the  beauty  of  it  is,  you  don't  have  to  wait  a  few  hours— or 
even  overnight— for  an  answer. 

And,  right  on  the  spot,  you  can  explore,  explain,  persuade— and 
close  the  sale. 

Bell  System 
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A  statement  from  Lewis  W  Lehr.  President,  U.S.  Operations;  James  A.  Thwaits.  President,  International  Operations;  Raymond  H.  Herzog.  Chairman  of  the  Bo; 


When  you  look  at  a  package, 
we  think  you  shouldn't  nave  to  search 
for  who  made  it,  wonder  what's  in  it 
or  be  an  engineer  to  read  the  directions. 


THAT'S  WHY  we  are  introducing  our  new 
simpler  and  faster-to-read  company  signature. 
(It's  at  the  bottom  of  this  ad.)  We're  simplifying 
our  packages,  our  literature, 
and  even  our  business  forms.  In 
the  months  ahead,  you'll  see 
many  examples  of  our  new 
communications  system.  We 
hope  you'll  agree  with  this 
basic  premise:  the  clearer,  the 
better.  Clearer  so  that  you  get  the  right  product 
for  the  job.  Clearer  so  that  you  get  the  perfor- 
mance we  intend  and  you  have  a  right  to  expect. 


AND  WE  BELIEVE  that  receiving  message 
is  just  as  important  as  sending  them.  For  7i 
years,  3M  has  worked  hard  at  hearing  you,  i 
being  responsive  to  your  needs.  We  have  trie! 
to  look  at  the  world  through  your  eyes . . .  to  sQ 
things  as  you,  our  customers,  see  them.  Our  jo 
is  to  offer  products  that  solve  problems  fc 
you— from  electrical  tape  to  facsimile  tele 
phone  copying  machines,  from  a  tooth  coatini 
that  prevents  cavities  to  an  ion-scatterim 
spectrometer.  Whether  our  product  is  small 
big,  simple  or  complex,  it  comes  from  a  corr 
pany  that  hears  you. 

3M  Center,  St.  Paul,  Minnesota  55101 


31V 


Readers  Say 


Complete  Claptrap 

SIR:  Bravo  for  picking  up  the  Citibank 
Monthly  Economic  Letter  on  their  argu- 
ment against  slapping  a  tax  on  imported 
oil  (Fact  and  Comment,  June  12).  It 
seemed  to  me  what  they  said  was  com- 
plete claptrap.  We  buy  our  petroleum  by 
exchanging  our  capital  assets  for  it,  and 
sell  a  lot  of  these  assets  cheap  at  current 
stock  market  levels.  Lord  preserve  us 
from  some  of  our  economists! 

—Percy  Chubb  2nd 
Retired  Chairman,  Director, 
Chubb  Corp. 
Short  Hills,  N.J. 

Explaining  Away  A  Subsidy 

SIR:  You  agree  with  the  Water  Trans- 
port Association's  claims  that  the  rail- 
roads are  subsidized  through  the  Rail- 
road Retirement  System  (Trends,  May 
29).  The  1974  statute  regarding  railroad 
retirement  simply  releases  the  Federal 
Railroad  Retirement  fund  from  paying  a 
benefit  that  arose  from  employment  out- 
side the  railroad  industry.  The  govern- 
ment will  finance  this  portion  of  the 
benefit  only  until  it  is  totally  phased  out. 
While  the  government  does  not  aid  in 
the  financing  of  the  pension  plan  of  any 
other  private  industry,  no  other  industry 
has  been  required,  by  law,  to  pay  the 
cost  of  benefits  received  as  a  result  of 
employment  outside  that  industry  . 

— William  H.  Dempsey 
President  and  CEO, 
Assoc.  of  American  Railroads 
Washington,  D.C. 

Not  A  Desk  Sitter? 

SiR:  Re  the  article  on  Leslie  Fay  (June 
12)  in  which  Mr.  John  Pomerantz,  its 
president,  makes  the  statement  that 
"[Dresses]  are  more  comfortable  for  sit- 
ting in  offices,  while  pantsuits,  the  rage 
for  a  decade,  were  more  comfortable  for 
standing." 

It  is  obvious  that  Mr.  Pomerantz  has 
never  had  to  wear  dresses,  and  I  suggest 
to  him  that  he  try  it  before  making  such  a 
ludicrous  statement.  Or  perhaps  Mr. 
Pomerantz  never  sits  down  at  his  desk. 

— Kate  Tiedemann 
President, 
Katena  Products 
E.  Hanover,  N.J. 

Would  Not  Have  Done  It 

Sir:  We  agree  with  M.S.  Forbes  Jr. 
(June  12)  that  FASB  No.  19  should  be 
junked,  because  it  could  seriously  dam- 
age small  independent  oil  companies  and 
reduce  their  ability  to  compete  with  the 
major  oil  companies.  FASB  19  would 
discourage  exploration  since  it  results  in 


most  exploration  spending  being  written 
off  now  even  if  a  company  finds  reserves 
worth  far  more  than  what  it  spent. 

We  and  many  other  industrial  compa- 
nies that  have  recently  become  involved 
in  oil  and  gas  exploration  would  never 
have  done  so  if  we  had  to  use  the  majors' 
accounting  method. 

— Paul  R.  Seegers 
President. 
Centex  Corp. 
Dallas,  Tex. 

SiR:  I  take  issue  with  the  claim  that 
FASB  19  is  an  attempt  by  the  majors  to 
impose  an  accounting  procedure  upon 
smaller  companies.  There  are  166  inde- 
pendent (nonmajor,  nonintegrated)  oil 
and  gas  companies  of  which  99,  or  60%, 
are  successful-efforts  companies.  In  tes- 
timony before  the  SEC  we  noted,  "In 
the  first  four  and  one-half  months  of  1978 
full-cost  companies  raised  over  $1  billion 
in  debt  and  equity  despite  the  required 
disclosure  of  the  impact  of  FASB  19. 
Access  to  market  for  funds  has  obviously 
not  been  denied.  " 

— Stanley  P.  Porter 
Vice  Chairman, 
Arthur  Young  Co- 
Dallas,  Tex. 


More  "Biomass"  Energy 

SiR:  Re  your  Follow-through  piece  en- 
titled "Treasure  In  The  Trash  Pile"  (May 
15).  In  addition  to  projects  converting 
municipal  solid  waste  to  energy,  rich 
potential  exists  in  utilizing  agricultural 
and  lumbering  residues,  sawmill  wastes, 
feedlot  and  poultry  manure,  and  "energy 
farms  of  crops  grown  for  their  energy 
value  and  their  coproducts.  Roughly  half 
of  the  more  than  43  million  tons  of  bio- 


mass generated  annually  in  California  is 
potentially  available  for  energy  and 
could  meet  over  5%  of  the  state's  current 
energy  need. 

— Robert  H.  Hodam  Jr. 
Manager,  Fuels  Program. 
Energy  Resources  Conservation  <b 
Develop  ment  Comm.  issio  n 
Sacramento,  Calif. 

What  To  Do  With  Wastes? 

SiR:  Re  "Nuclear  Power  Is  Alive  And 
Well  And  Living  In  Chicago"  (June  12). 
You're  correct  that  there  are  many  ad- 
vantages in  using  nuclear  plants,  but  it 
must  not  be  overlooked  that  we  have  a 
stockpile  of  radioactive  wastes  dating  to 
World  War  II  which  have  yet  to  be 
properly  disposed  of.  A  firm  policy  re- 
garding safe  disposal  of  these  dangerous 
materials  is  vital. 

— Andrew  Morang 
Kingston,  R.I. 

Blame  Congress 

SiR:  Re  the  problems  of  the  Postal 
Service  (Fact  and  Comment,  Mar.  6). 
When  talking  about  the  Postal  Service 
with  a  local  postmaster,  he  said  it  was 
congressional  regulation  that  prohibits 
the  Postal  Service  from  being  a  success- 
ful enterprise.  An  example  he  used  was 
the  recently  completed  bulk  mail  cen- 
ters, which  were  built  to  expedite  the 
handling  of  parcel  packages.  Since  they 
do  not  handle  the  necessary  volume, 
they  are  a  moneyloser.  His  solution  was 
to  cut  the  price  drastically  on  bulk  mail 
and  increase  volume.  However,  he  stat- 
ed lobbyists  representing  private  carri- 
ers successfully  block  this. 

— Raymond  J.  Hummert 
Kearney,  Neb. 


M«f,3"  Pupi 


1  \oo 


Sir:  Thanks  for  the  13-cent  stamp. 

— Anonymous 

We  hope  that  others  don  't  follow  this  reader's  example  of  using  for  a  postage  stamp 
the  illustration  from  the  article  on  the  Postal  Service's  philatelic  division 
(p.  62,  June  J2)— Ed. 
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How  many  of  these  7 
famous  crime  fighters 
can  you  name? 

Chances  are  you  named  Sherlock  Holmes,  The  Lone  Ranger, 
Batman  and  Robin,  Charlie  Chan,  Dick  Tracy.  But  you  probably  missed 
the  most  effective  crime  fighter  of  them  all.  The  one  named  Lucalox® 
,  —  a  streetlight  from  General  Electric. 

Police  chiefs  reported  that  when  Lucalox  lights  —  and  other 
newer-type  lights  —  went  up,  night  crime  went  down.  Down 
by  30%  in  Washington,  D.C.  Down  as  much  as  70%  in  other 
parts  of  the  country. 

And  Lucalox  lights  can  deliver  something  extra.  They 
First  practical  light     allow  cities  to  put  twice  as  much  light  on  the  streets  as  ordinary 

bulb  came  from  Edison  i .  i       \V7^1_  1 

Electric  Light  Co. -the    streetlights.  Without  using  any  more  electricity. 

start  of  GE.  Founded  1878  people  ^  been  q{  ^  ^  go  ^  ^ 

always  been  people  trying  to  do  something  about  it.  From  candlestick  makers 
to  city  lamplighters  to  inventors. 

The  most  famous  inventor  connected  with  lighting,  of  course,  is 
Thomas  Edison.  He  invented  the  first  practical  light  bulb.  And  also 
helped  found  General  Electric. 

It  isn't  surprising,  then,  that  GE  has  been  such  an  important 
company  in  lighting  throughout  the  years.  In  streetlighting,  GE  came 
up  with  one  improvement  after  another  in  incandescent  lights.  In 
practical  fluorescents.  In  mercury  vapor  lights.  And  now  Lucalox  lights 

These  developments  didn't  come  easy. 
But  then  technical  progress  never  does.  As 
problems  of  lighting  have  been  solved,  so  too, 
GE  believes  other  problems  will  be.  Energy, 
pollution,  transportation.  Problems  as  important 
as  crime  in  the  streets. 


An  1885  streetlighting 
idea  from  GE,  huge 
arc  lights  as  high 
as  20  stories. 


The  first  public  demonstrations  of 
Edison's  bulb  in  1879,  Menlo  Park, 
New  Jersey,  included  streetlighting. 


100  Years  of 
Progress  for  People 


GENERAL 


ELECTRIC 


Batman  and  Robin  ©  1978  DC  Comics  Inc.,  Charlie  Chan  Characters  ©  1978  Leisure  Concepts 
Inc.,  Dick  Tracy©  1978  Chicago  Tribune.  The  Lone  Ranger©  1978  Lone  Ranger  Television,  Inc. 


Some  of  the  nations  busiest  and 
most  convenient  airports  are 
surrounded  by  people's  homes. 
Several,  consequently,  have  set 
nighttime  curfews  for  all  jets- 
all  except  Citations. 

That's  because  Citation  I 
and  Citation  II  are  the  world's 
quietest  business  jets. 

Citations  operate  far  below 
the  sound  limits  set  by  the  FAA. 
They  could  be  four  times  louder 
and  still  comply.  And  they're 
already  way  below  the  stricter 


noise  limits  proposed  for  1979 
Some  business  jets  are  fully 
twice  as  loud  as  a  Citation. 
And  most  turboprops  will  vir- 
tually drown  out  Citation's 
quiet  engines. 

And  your  Citation  isn't  just 
a  blessing  for  your  fellow 
man  below.  It's  hours  of 
peaceful  flight  tor  you.  Be- 
cause the  quietest  jets  out 
side  turn  out  to  be  the  *A 
quietest  inside,  too. 
For  a  quiet  talk 


about  Citation's  many  othei 
advantages,  call  J.  Derek 
Vaughan  at  (316)  946-6056 
write  him  at  Dept.  FB7, 
Box  7706.  Cessna 
Aircraft  Compam 
Wichita. 
Kansas  67277. 


Or 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE  CAN  BEST  COUNTER  RUSSIAN  POWER  PLAYS  &  PLOYS 


by  steadily  warming  up,  finning  up,  fanning  out  our  relations 
with  China. 

Not  without  reason,  the  Soviets  are  almost  paranoid  about 
the  Chinese.  They've  had  centuries  of  wars  and  conflicts  along 
their  thousand  miles  of  common  border.  Right  now,  the 
U.S.S.R.  has  the  lion's  share  of  vast  disputed  provinces 
and  their  peoples.  Outnumbered  three  to  one  in  popula- 
tion, and  with  China  emerging  with  industrial,  military 
(including  atomic)  capability,  Red  Russia  knows  well  that  the 


"Yellow  Peril''  is  a  neighboring  reality,  not  a  Western  world 
jingoistic  myth. 

If  Russia  insists  on  using  its  Cuban  puppets  as  well  as  its  own 
military  hardware  and  advisers  to  unbalance  Africa,  the  Middle 
East  or  Europe,  we  can  most  efficaciously  redress  that  imbal- 
ance by  an  increased  rapport  with  China.  We  can  extend 
technological  and  other  aid  to  this  colossus,  thus  increasing  its 
clout  versus  its  rapacious  Soviet  neighbor. 

As  kids,  we  called  it  tit  for  tat. 


IT'S  TEDDY  "WILL-HE-OR-WON'T-HE"  TIME  AGAIN 


In  1976,  Teddy  Kennedy  could  have  had  the  Democratic 
nomination  if  he'd  been  willing  to  be  Chappaquiddicked  ad 
nauseam  in  the  primaries.  With  his  firm  No  and  Carter's 
emergence  from  Nowhere,  it  seemed  the  surviving  Kennedy 
would  be  at  least  eight  years  in  limbo  so  far  as  the  presidency 
was  concerned. 

My,  how  suddenly  things  change. 

EITHER  CUT  AMTRAK 

The  Transportation  Department  doesn't  always  propose  or  do 
sensible  things.  But  Secretary  Brock  Adams  &  Co.  deserve 
plaudits  for  their  request  to  chop  9,000  miles  of  little-used 
passenger  rail  service  from  Amtrak's  27,000-mile  system.  In 
fact,  one  of  these  years  soon,  about  90%  of  this  deficit-soaring 
too-few-passengers  service  will  go  the  way  of  the  Pony  Express. 

Even  if  and  when  the  present,  more  modest  proposed  cut  is 
made,  it  would  merely  reduce  the  deficit  from  $665  million  to 


Here  it  is  only  24  months  later,  and  the  polls  show  the 
Massachusetts  senator  would  whup  incumbent  Carter  by  53% 
to  40%  as  the  Democrats'  choice  for  the  next  presidential 
standard-bearer. 

I  much  doubt  that  having  tasted  temporary  political  obliv- 
ion, Teddy  liked  it. 

This  time,  Senator  Kennedy  is  more  likely  to  succumb. 

OR  DUMP  MOST  OF  IT 

$547  million.  Five  years  from  now,  that  shortened  Amtrak 
would  run  at  $800  million  in  the  red  instead  of  a  $billion.  This 
new  step  may  be  just  one  small  reduction  in  a  federal  deficit  of 
$55  billion-plus,  but  it  could  certainly  demonstrate  that  Con- 
gress seriously  intends  to  do  its  bit  to  fight  inflation. 

To  continue  running  an  incomprehensible  deficit  when  the 
economy  has  seldom  been  as  strong  is  not  much  evidence  of 
national  sanity. 


FIGHT  INFLATION  BY  BURYING  NEW  SENATE  MAUSOLEUM 


I  suppose,  instead  of  striking  a  medal  for  Senator  John 
Chafee  (R-R.I.),  his  colleagues  would  rather  strike  him  dead 
for  introducing  a  bill  to  halt  construction  of  a  third,  marble- 
palace  Senate  Office  Building.  Since  there  are  no  more  sena- 
tors now  than  there  were  following  the  admission  of  Alaska  and 
Hawaii  in  1959,  why  is  another  monumental  mausoleum  need- 
ed by  our  sometimes  unSolomon-like  solons? 

At  this  rate,  senators'  office  suites  will  begin  to  rival  those  of 
the  White  House.  As  Senator  Chafee  points  out,  the  first 
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estimate  for  the  new  Thing  is  ten  times  higher  than  the 
Louisiana  Purchase  ($15  million).  And  we  all  know  what  hap- 
pens to  initial  construction  estimates — final  costs  end  up  at 
least  triple  that. 

If  the  Senate  wants  to  demonstrate  the  same  sincerity  in 
inflation  fighting  that  they  want  Carter  to  show,  they  might 
begin  cutting  out  this  extravagant  third  wing  of  offices,  along 
with  the  Amtrak  cuts  (see  above).  If  insects,  birds  and  angels 
can  fly  with  two  wings,  surely  U.S.  senators  can,  too. 
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THE  BOSS  SHOULD  PUT  HIS  PUSS  IN  THE  ADS — SOMETIMES 


Because  in  most  (not  all,  by  any  means)  current  instances,  the 
CEO  has  listened  to  some  pretty  shrewd  advice.  In  some 
instances  (but  by  no  means  most),  using  the  boss'  name  and  face 
and  mouth  can  give,  both  literally  and  figuratively,  a  personality 
to  what  otherwise  remains  a  huge  corporate  non  entity. 

AT&T,  despite  its  umpteen  thousands  of  employees  and 
umpteen  billions  in  revenues,  has  assumed  a  dimension  of 
realness  in  the  person  of  John  deButts,  who  has  been  drafted 
for  many  a  TV  spot  and  printed  advertising  pronouncement. 
It  has  given  America's  biggest  corporation  an  aura  of  warmth 
and  a  personality. 


CM  is  about  as  big,  but  somehow,  to  the  public  and  its 
customers  (particularly  the  disgruntled),  it  seems  a  remote, 
impregnable  impersonality,  pushing  computer  buttons. 

Say  "Eastern  Air  Lines"  and  people  feel  they  can  telephone 
Frank  Borman  if,  en  route,  the  coffee  isn't  hot  or  a  pillow  is 
presented  unfluffed. 

Without  giving  umbrage  to  either  of  these  gentlemen,  it's 
not  necessary  for  the  boss  to  be  either  pretty  or  professional. 
It's  enough  to  be  a  person  with  something  to  say,  and,  by 
saying  it  personally,  the  CEO  can  thus  give  a  personality  to 
that  ultimate  in  impersonality,  the  corporation. 


THIS  IS  A  COMPLIMENT? 


Recently — as  happens  from  time  to  time — I  had  a  letter  from 
one  of  the  many  who  seem  to  get  exercised  over  some  of  these 
editorials,  and  he  began  with  this  High  Flattery:  "While  I  am 
sure  a  man  of  your  intelligence  wouldn't  write  a  lot  of  those 
editorials  that  appear  under  your  name.  ..." 

Less  frequently,  there  will  be  comments  along  the  line  of 
this  most  recent  one:  "Though  not  always  in  agreement  with 
your  views,  I  thoroughly  enjoy  Fact  and  Comment  and  con- 
gratulate whoever  is  responsible.  ..." 

While  perhaps  I  ought  to  be  happy  if  blame  could  be  shifted 
to  other  shoulders,  the  one  aspect  of  being  the  boss  here  is  the 

RESTAURANTS:  GO 

•  Auberge  Suisse— 1.53  East  53rd  St.  (Tel:  421-1420).  Swiss 
food  is  usually  delicious  and  this  sparkling  new  restaurant  in 
the  spanking  new  Citicorp  Center  adds  further  luster  to  that 
reputation.  The  shredded,  panfried  rosti  potatoes  are  superior, 
and  the  Emince  de  Veau  Zurichoise  will  knock  any  dieter's 
willpower  right  out  of  the  box. 

•  P.J.  Clarke's— 915  3rd  Ave.  (Tel:  759-1650).  Bulging  with 
Runyonesque  Nameless  Ones  determined  to  hang  out  where 
it's  In  to  be  after  dark.  Everything's  flavorful  but  the  food. 

II  Menestrello— 14  East  52nd  St.  (Tel:  421-7588).  An- 
other good  Italian  restaurant  convenient  to  the  Fifth  Avenue 
supershopping  area.  It  does  not,  however,  rank  in  its  league  as 
La  Grenouille,  across  the  street,  does  in  its. 

•  L'Escargot— 47  West  55th  St.  (Tel:  245-4266).  Two  long- 
time pros  (Four  Seasons,  Dionysos)  have  made  their  lifetime 
dream  come  true.  Moderately  priced,  friendly  and  unpreten- 
tious, L'Escargot  has  become  very  popular  in  just  a  few 
months.  The  steak  au  poivre  is  great 

•  Les  Pleiades— 20  East  76th  St.  (Tel:  535-7230).  Here's 
where  Sotheby  Parke  Bernet's  more  affluent  buying-and-sell- 
ing  Regulars  lunch,  reconnoiter,  reflect  and  sometimes  recoup 
between  the  morning  and  the  afternoon  sales.  Pleasant  and 
palatable. 

Les  Sans-Culottes— 1085  2nd  Ave.  (Tel:  838-6660).  A 
simple,  sometimes  good,  French  bistro,  with  the  real  virtue  of 
being  open  every  day  and  later  (until  1  a.m.)  than  most  other 
New  York  restaurants.  Their  crudites  and  charcuterie  often  hit 
that  late-nite  hungr)  spot. 


unmitigated  joy  of  inflicting  this  man's  views  on  readers.  The 
blame  for  even  line  of  em  is  mine  alone. 

Trying  kindly  to  supply  an  "out,"  a  friend  the  other  day 
suggested  that  "obviously,  without  the  help  of  ghosts  you 
couldn't  write  about  so  many  different  things." 

I  assured  him  it  wasn't  difficult  at  all,  that  the  first  requisite  for 
being  able  to  write  so  emphatically  about  so  many  varied 
subjects  was  not  to  be  inhibited  by  too  much  knowledge  of  'em. 

As  another  correspondent  put  it,  "Most  of  your  editorials  are 
fortunately  short  because,  obviously,  you  can't  justify  a  lot  of 
your  conclusions  or  develop  your  thoughts." 

-CONSIDER-STOP 

•  Pearls— 38  West  48th  St.  (Tel:  586-1060).  What  a  woeful 
misnomer.  Once  its  Chinese  dishes  were  as  good  as  its  service 
was  surly.  But  now  even  the  food  is  punk.  It  amazes  me  how 
long  such  places  can  survive  on  reputations  that  were  once 
justified  but  lost  long  ago — like  Mamma  Leone  s  and  Luchow  s. 

•  Pier  52  Restaurant— 144  West  52nd  St.  (Tel:  245-6652). 
At  the  beginning,  the  seafood  fare  was  mostly  fair.  Now,  the 
food's  pricey  and  mostly  poor.  If  it  wasn't  for  the  location  in  the 
heart  of  the  not-so-tender-loin  district  of  Times  Square  and  its 
relatively  late  hours  and  loud  live  music,  it's  hard  to  believe 
this  Pier  would  still  be  standing. 

•  Pinocchio— 170  East  81st  St.  (Tel:  650-1513).  A  fine 
Italian  bistro,  if  you'll  permit.  A  personal  touch  combined  with 
freshness  and  A-l  ingredients  make  the  variations  on  tradition- 
al dishes  work  out  splendidly. 

•  Rive  Gauche— 237  East  .58th  St.  (Tel:  752-2113).  An- 
other good  French  restaurant  in  the  unpretentious,  affordable 
(a  relative  term)  category.  Saucisson  Chaud  Lyonnais  and 
Clams  Casino  as  they  should  be.  Even  the  rolls  are  hot.  as  is 
the  tasty  Canard  au  Poivre  Vert. 

San  Remo  East— 33  East  61st  St.  (Tel:  759-6684).  De- 
spite delicious  lamb  chops  in  piquant  sauce,  there  are  too  few 
high  spots  on  the  menu  to  move  this  solid  One-Star  Italian 
restaurant  nearer  to  Two. 

•  Smith  &  Wollensky— 201  East  49th  St.  (Tel:  753-1530)— 
who  took  over  when  Manny  Wolf's  left  off  in  the  steak- 
chop/chalk-slate  food  business,  is  not  as  bad  as  everybody  says. 
But  almost. 
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How  Big  Should  the  Gasoline  Tank  Be? 

A  Motoring  QiusHon  that  Demonstrate:  Franklin  Economy 
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FRANKLIN  AUTOMOBILE  COMPANY  SYRACUSE,  N  Y 


THE  FRANKLIN  CAR— 
60  YEARS  TOO  SOON 

Isn't  it  lamentable  that  no  one 
listened  to  the  extraordinary  genius 
who  was  responsible  for  this  adver- 
tising message  when  it  appeared  six 
deeades  ago? 

The  Franklin  Automobile  Co. 
went  broke  after  a  few  years.  But  the 
virtues  Franklin  was  promoting  then 
are  today's  automobile  essentials. 


AH,  THE  WOES  OF  A  RESTAURANT  CRITIC 


When  one  is  away  at  sehool,  getting  a  good  meal  within  a 
reasonable  number  of  miles  is  an  important  matter.  Sometimes 
parents  or  other  Unavoidables  show  up,  and  the  highlight  of 
those  occasions  is  the  opportunity  to  Eat  Out. 

One  student  editor  of  the  school  newspaper  at  St.  Mark  s,  a 
113-year-old  Massachusetts  private  school,  recently  comment- 
ed on  the  nine  area-restaurants  available  for  such  Happen- 
ings. The  youthful  critic  panned  the  Red  Coach  Grill  and  the 
Ground  Round  and,  shortly  after,  received  a  call  from  the 
regional  manager  for  Howard  Johnson  s,  which  controls  both. 

SOUR  GRAPES 

turn  one's  stomach. 


Wrote  Sixth  Former  Peter  Laird,  under  the  title  "Hojo's 
Hub-Bub": 

"Mr.  Hayward  was  extremely  upset  and  demanded  to  know 
why  the  two  restaurants  had  received  poor  ratings.  I  explained 
the  service  was  very  slow,  the  food  cold  (when  we  finally  got 
it).  .  .  .  He  demanded  to  know  how  I  would  have  rated 
McDonald's  as  compared  to  the  Ground  Round.  I  replied  that 
we  were  not  reviewing  fast-food  restaurants,  yet  I  would  have 
rather  eaten  at  McDonald  s,  for  the  service  is  quick  and  the 
food  is  hot.  This  resulted  in  his  hanging  up." 

LASTING  EPHEMERALS 

A  good  meal,  a  good  deal,  a  good  deed. 


WHY  INFLATION  WILL  BE  LICKED 

By  M.S.  FORBES  Jr. 


The  U.S.  and  its  Western  industri- 
al allies  may  seem  to  be  losing  the 
battle  against  inflation,  but  there  are 
several  signs  that  this  fight  is  eventu- 
ally going  to  be  won. 

At  long  last,  for  instance,  a  growing 
number  of  people  in  the  Carter  Ad- 
ministration are  recognizing  that  reg- 
ulation can  be  a  significant  stimulus  on 
inflation,  that  the  costs  of  implement- 
ing regulatory  decrees  should  bear 
some  relation  to  their  alleged  benefits, 
that  absolutes  are  impractical. 

Take  the  recent  fight  over  pro- 
posed standards  to  protect  workers  in 
the  textile  industry  from  brown-lung 
disease.  Critics  within  the  Adminis- 
tration argued  that  the  original  rules 
were  too  rigid,  cumbersome  and  cost- 
ly; that  controls  should  be  phased  in 
and  that  employers  be  given  a  choice 
of  methods  to  achieve  the  goal. 

While  President  Carter  did  not 
modify  the  rules  as  much  as  critics 
would  have  preferred,  the  fact  that  a 
fierce  fight  took  place  over  a  "mother- 
hood" issue  such  as  workers'  health  is 
enormous  progress.  Regulators  will 
no  longer  be  so  unregulated. 

Another  healthy  development  is 
die  tax  revolt  symbolized  by  the  suc- 


cess of  California's  Proposition  13. 
Politicos  will  now  find  it  more  politic 
to  cut  or  curb  government  spending 
than  to  increase  it. 

Internationally,  there  are  several 
important  changes  in  the  making.  Eu- 
ropeans have  not  only  become  thor- 
oughly disillusioned  with  floating  ex- 
change rates  but,  beginning  with  this 
month's  summit  meeting  of  Western 
leaders,  may  actually  begin  to  do 
something  substantive  to  restore  sta- 
bility to  the  international  monetary 
exchange  markets. 

One  idea  is  to  use  a  European  "unit 
of  account"  to  settle  transactions  be- 
tween central  banks.  This  "money" 
would  be  backed  by  a  pool  of  various 
currencies.  German  Chancellor  Hel- 
mut Schmidt  recently  explained  why 
he  likes  this  concept:  "If  somebody 
ties  his  national  currency  to  such  a 
complex,  he  comes  under  stricter 
rules  as  regards  his  overall  economic 
behavior." 

The  collapse  of  fixed  exchange  rates 
in  1971-73  has  contributed  far  more 
to  inflation  and  sluggish  economic 
growth  than  most  economists  have 
acknowledged.  The  costs  of  coping 
with  unstable  currencies  are  heavy, 


inhibiting.  It  is  no  coincidence  that 
the  great  boom  of  the  1950s  and  1960s 
came  under  a  regime  of  fixed  ex- 
change rates. 

Another  healthy  trend  is  Western 
Europe's  budding  aversion  to  state 
planning  and  to  the  Keynesian  notion 
that  heavy  government  spending  is 
the  key  to  prosperity. 

At  the  recent  meeting  of  the  Orga- 
nization for  Economic  Cooperation  & 
Development,  the  foreign  and  finan- 
cial ministers  declared  that  economic 
growth  "cannot  be  achieved  simply 
by  injections  of  additional  purchasing 
power"  into  the  economy  via  big  gov- 
ernment budgets.  They  recommend- 
ed that  countries  rely  "as  much  as 
possible  oil  market  forces  to  increase 
mobility  of  labor  and  capital  to  their 
most  productive  uses." 

Such  statements  would  have  been 
politically  impossible  only  a  few  years 
ago.  France,  in  fact,  has  already  start- 
ed cutting  subsidies  to  uneconomic 
companies,  forcing  several  important 
ones  into  bankruptcy. 

These  moves  are  not  going  to  help 
reduce  next  month's  inflation  num- 
bers. But  they  are  laying  the  founda- 
tion for  lower  rates  in  the  future. 
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Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  thus  editor's  mind. — MSF 


Reeves  Bets  on  Teddy 

If  I  had  to  bet  a  dollar  of  my  own 
money,  I'd  bet  the  next  President  of  the 
United  States  will  be  Teddy  Kennedy.  I 
have  heard  a  lot,  some  of  it  from  pretty 
good  sources,  indicating  that  Kennedy 
has  already  begun  to  think  seriously 
about  1980.  Democratic  lieutenants  and 
foot  soldiers  in  the  strangest  places 
around  the  country  report  that  after 
years  of  benign  neglect,  they  are  again 
getting  phone  calls  from  Teddy  asking 
how  things  are  going,  leading  up  to  the 
question:  "What  are  people  saying  about 
Carter  out  there?" 

— Richard  Reeves,  Esquire 

Workers  as  Directors? 

A  small  British  engineering  firm  in 
desperate  financial  straits  and  faced  with 
a  major  wage  claim  took  the  revolution- 
ary step  several  years  ago  of  inviting  the 
union's  shop  stewards  onto  the  board  of 
directors  and  ordering  its  accountants  to 
open  the  books  to  them.  Several  weeks 
later,  the  shop  stewards  resigned  from 
the  board.  Having  seen  the  books,  they 
told  management  privately,  the  lads  on 
the  shop  floor  had  decided  they  "didn't 
want  to  know" — and  went  ahead  with 
the  wage  claim.  .  .  .  Many  printing 
trade  workers  are  not  only  making  far 
more  than  reporters,  but  also  more  than 
most  newspaper  company  managers. 
The  majority  of  British  workers  don  t 
have  that  kind  of  bargaining  clout.  But 
Frank  Chappie  of  the  Electricians  spoke 
for  many  skilled  trade  unions  when 
asked  his  opinion  on  the  government's 
plans  for  worker  directors.  His  union,  he 
said  cheerfully,  already  had  all  the  power 
it  needed. 

— Michael  Brody,  Barron's 

How  old  would  you  be  if  you 
didn't  know  how  old  you  was? 

— Satchel  Paige 


Wine  Hypnosis 

Critics  differ,  of  course,  on  the  ques- 
tion of  the  qualities  of  great  wines.  One 
says,  for  instance,  that  Margaux  has 
more  poetry"  than  Latour  or  Lafite.  An 
Irish  expert  was  so  devoted  to  Haut 
Brion  that  he  convinced  himself  its  name 
must  originally  have  been  O'Brien.  In 
my  own  case,  I  have  returned  to  a  naive 
domestic  California  red  to  keep  up  my 
spirits  and  sometimes,  when  the  moon  is 
hanging  right,  I  turn  off  the  lights  and 
pour  myself  a  glass,  and  peer  out  my 


front  window  at  the  imaginary  peasants 
out  there  among  my  Rhode  Island  rocks 
and  poison  ivy,  and  with  a  bit  of  self- 
induced  mind  bending,  the  stuff  can 
taste  very  good  indeed. 

— Roy  Bongartz,  Travel  6  Leisure 

Stife  Bet 

I  am  pleased  to  note  a  small  but  grow- 
ing trend  towards  sentencing  antitrust 
violators  as  criminals,  not  just  as  busi- 
nessmen who  have  committed  a  breach 
of  etiquette.  As  a  former  defense  attor- 
ney, I  am  convinced  that  nothing  will  be 
more  effective  as  a  deterrent  to  execu- 
tives contemplating  price-fixing  than  the 
thought  of  a  long  stay  in  jail. 

— John  H.  Shenefield, 
Assistant  Attorney  General  for  antitrust 

The  Taste  of  America 

John  Hess  served  a  nine-month  stint 
as  food  editor  of  the  New  York  Times  in 
1973  but  threw  in  his  napkin  because  he 
was  tired  of  eating  bad  food,  he  ex- 
plained. "My  wife's  a  great  cook,"  says 
Hess,  "so  why  should  I  eat  badly  and 
expose  her  to  eating  badly  four  or  five 
times  a  week?" 

— Susan  Ciller, 
Sun-Sentinel,  Pompano  Beach,  Fla. 

End  of  Discussion 

A  few  years  ago,  a  Secretary  of  Health, 
Education  &  Welfare  offered  what  he 
considered  to  be  carefully  reasoned,  ir- 
refutable testimony  to  a  Senate  subcom- 
mittee on  why  the  impacted-areas  aid 
program  should  be  cut.  When  he  fin- 
ished, the  subcommittee  chairman  said, 
"Mr.  Secretary,  I  have  one  question. 
How  much  money  does  my  state  get 
under  that  program?" 

The  answer,  the  Secretary  told  him, 
was  about  $185,000. 

The  senator  replied,  "How  can  you 
expect  me  to  vote  against  a  program  that 
puts  $185,000  into  my  state?"  That  was 
the  end  of  the  discussion. 

— Elizabeth  Drew,  The  New  Yorker 

Is  Amy's  Fare  Income? 

In  Vermont  Royster' s  column  recently 
he  explained  that  given  the  wear  and 
tear  of  foreign  trav  el,  it  was  good  that  the 
taxpayers  bought  President  Carter  his 
own  airplane  with  sleeping  quarters.  Mr. 
Royster  only  wished  Mr.  Carter's  admin- 
istration looked  more  sympathetically  on 
the  problems  of  a  businessman  taking 
the  same  trip,  and  would  drop  this  non- 


sense of  allowing  him  to  deduct  only  the 
cost  of  a  coach  fare. 

Mr.  Royster  is  a  southern  gentleman. 
His  column  charitably  neglected  to  men- 
tion that  on  his  latest  outing  in  Air  Force 
One,  President  Carter  was  accompanied 
by  his  10-year-old  daughter.  Amy  went 
along,  her  mother  explained,  "because 
she  was  out  of  school  this  week  and 
wanted  to  come.  A  White  House 
spokesman  said  the  government  is  pay- 
ing the  fare.  Why  not,  we  agree,  the 
plane  is  going  anyway? 

Jerome  Kurtz,  Mr.  Carter's  Internal 
Revenue  Commissioner,  has  sometimes 
expressed  a  different  view,  however.  We 
can't  help  but  wonder  whether  he  wants 
Amy's  fare  counted  as  income,  and  the 
President  to  pay  taxes  on  its  value. 

— Wall  Street  Journal 


Cartoon  by  Sam  Gross.  Originally  appeared  in  "National 
Lampoon";  now  on  the  album  cover  of  the  record  "That's  Not 
Funny,  That's  Sick." 


Retraction 

The  wine  of  Arpad  Haraszthy  does 
not  have  a  bouquet  all  its  own.  It  tickles 
and  titillates  the  palate.  It  gurgles  as  it 
slips  down  the  alimentary  canal.  It 
warms  the  cockles  of  the  heart,  and  it 
burns  the  sensitive  lining  of  the  stom- 
ach." Told  by  the  libel  lawy  ers  that  even 
[publisher  William  Randolph]  Hearst  in- 
sisted he  run  a  retraction,  [Ambrose] 
Bierce  did:  "The  wine  of  Arpad  Har- 
aszthy does  not  have  a  bouquet  all  its 
own.  It  does  not  tickle  and  titillate  the 
palate.  It  does  not  gurgle  as  it  slips  down 
the  alimentary  canal.  It  does  not  warm 
the  cockles  of  the  heart,  and  it  does  not 
burn  the  sensitive  lining  of  the 
stomach." 

— American  Heritage 
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Photo  Frederick  Kent  Truslow 


//  took  an  act  of  congress 
to  save  the  bald  eagle. 

What  'syour  protection.'1 

Although  our  national  bird  is  still  endangered  by 
a  diminishing  habitat,  the  National  Emblem  Act  of  1940 
prevented  a  more  serious  situation. 

You'll  never  have  legislation  to  protect  your  property. 
But  you  can  practice  the  basic  principles  of  loss  control. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park.  Johnston,  Rhode  Island  029 19 


To  better  balance  the  balance  sheet 
lof  a  company  like  American-Standard, 
a  man  must  be  totally  performance-oriented 


m 


***** 


His  banker  must  be  the  same. 


Louisville,  Ky.  freight  yard- 


Thomas  F.  Quirk,  Vice  President,  Chemical  Bank 
computer  controlled  by  American-Standard's  WABCO  division. 


1 1972,  American-Standard  instituted 
program  to  improve  the  company's 
rof  itabil  ity. 

And  improve  it  they  did.  Over  the 
st  five  years,  American-Standard  has 
icreased  earnings  by  a  compounded 
9%  annually,  culminating  in  a  21% 
"turn  on  stockholders'  equity  in  1977. 

One  of  the  contributors  to  this  per- 
>rmance  has  been  Vice  President  and 
easurer  Dick  Francis. 

Another  has  been  his  Chemical 
anker,  Tom  Quirk. 

American-Standard  employs  the  ser- 
ces  of  several  banks.  But  its  relation- 


ship with  Chemical  Bank  dates  back 
to  1932.  Today, many  people  in  both 
organizations  are  involved.  But  Francis 
and  Quirk  are  providing  the  leadership. 

Quirk  and  his  team  have  worked  to- 
gether to  provide  the  efficient  banking 
services  that  contribute  to  a  company's 
profitability— responding  on  both  the 
domestic  and  export  fronts  with 
multimillion-dollar  lines  of  credit  for 
American-Standard  and  its  customers. 

But  Quirk  and  his  team  have  pro- 
vided special  services,  as  well.  To  help 
speed  the  collection  of  company  cash 
and  get  maximum  use  from  short-term 


funds,  Quirk  introduced  Francis  to 
ChemLink,  Chemical's  financial  man- 
agement system.  And  when  American- 
Standard  decided  to  appoint  a  master 
trustee  to  consolidate  the  trust  activi- 
ties of  its  pension  funds,  Francis  again 
turned  to  Chemical  Bank— on  the  basis 
of  service  and  performance. 

It  takes  respect  and  understanding  to 
establish  a  relationship  like  the  one  be- 
tween Francis  and  Quirk.  That's  what 
usually  happens  when  corporate  offi- 
cers get  together  with  Chemical  bankers. 
And  what  results  is  bottom  line  benefits 
for  both  the  company  and  the  bank. 


ChemicalBaink 


Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidian,  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires,  Cairo,  Caracas, 
Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Houston  (affiliate),  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Milan, 
Monrovia,  Nassau,  Paris.  Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore.  Sydney,  Taipei,  Tehran.  Tokyo,  Toronto,  Vienna,  Zurich. 


What  a  man  serves  is  often  a  reflection  of  the  man. 


Seagrams  V.O. 


Bottled  in  Canada.  Preferred  throughout  the  world. 
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CANADIAN  WHISKY.  A  BLEND  OF  CANADA'S  FINEST  WHISKIES.  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO..  N.Y.C. 


Forbes 


The  Last  Task:  Chief  Executive  Officer  Cullman  must  name  his  own  successor .  .  . 

Philip  Morris' 
Year  Of  Decision 


This  is  the  year  Philip  Morris'  Joe  Cullman  will  have 
made  two  vital  decisions— going  into  soft  drinks  and  picking  his 
successor.  The  latter  decision  may  be  the  hardest. 


By  ROBERT  J.  FLAHERTY 

It's  a  familiar  enough  story  in  busi- 
ness: The  time  comes  when  the  brilliant 
man  who  built  a  mighty  business  must 
pick  a  successor;  it  may  be  the  most 
crucial  decision  he  ever  faced.  Joseph  F. 
Cullman  3rd,  chairman  of  Philip  Morris, 
is  66,  and  he  has  declared  that  f978  will 
be  his  last  year  at  the  helm.  Joe  Cullman 
doesn't  lack  for  capable  potential  succes- 
sors. He  has  too  many  of  them. 

Under  Cullman,  Philip  Morris  has 
been  one  of  America's  best  growth  com- 
panies, and  Cullman  was  picked  as  one 
of  the  top  62  American  businessmen  of 
the  past  six  decades  in  Forbes'  60th 
anniversary  issue  (Sept.  15,  1977).  Since 
taking  over  the  company  in  1957,  Cull- 
man has  raised  sales  from  $410  million  to 
$5.2  billion,  while  earnings  grew  from 
$15.5  million  to  $335  million. 

But  now,  at  the  zenith  of  his  career, 
Cullman  seems  to  be  vacillating.  While 


the  outside  world  marveled  at  Cullman's 
nerve  in  paying  $515  million  in  cash  for 
Seven-Up  Co.,  people  inside  the  com- 
pany were  speculating — and  worrying — 
over  who  would  get  the  nod  for  the  top. 

One  logical  heir  apparent  is  George 
Weissman,  .58,  a  smart,  self-made,  for- 
mer public  relations  man  who  was  PM's 
president  and  is  now  vice  chairman. 

Weissman  is  a  graduate  of  City  Col- 
lege of  New  York.  A  former  press  agent 
for  movie  magnate  Samuel  Goldwyn,  he 
later  handled  the  Philip  Morris  account 
for  Benjamin  Sonnenberg,  the  public  re- 
lations pioneer.  Joining  PM  in  1952  as 
assistant  to  the  president,  Weissman 
proved  an  able  idea  man  and  business- 
man— as  well  as  a  glib  spokesman  for  the 
tobacco  industry — when  he  took  over 
the  tiny  international  cigarette  business 
and  built  it  into  a  major  one.  In  1967 
Cullman  raised  Weissman  to  president. 
Long  live  the  heir  apparent! 

But  wait — in  1973  the  company  ran 


into  difficulties.  Clark  Gum  and  Light- 
foot  Soap  had  to  be  sold.  The  razor  blade 
division  was  sick.  The  beer  division  was 
deep  in  the  red.  Cullman  reorganized 
top  management,  moving  Weissman  to 
vice  chairman  with  only  noncigarette  op- 
erations reporting  to  him. 

Into  Weissman  s  place  as  president 
moved  Virginia  tobacco  man  Boss  Ban- 
dolph  Millhiser,  58,  precise,  Yale-edu- 
cated, to  the  manor  born.  That  put  Mill- 
hiser in  charge  of  what  is  today  67%  of  the 
company's  revenues  and  80%  of  profits  to 
Weissman's  33%  of  revenues  and  20%  of 
profits.  The  first  brand  manager  of  Marl- 
boro, his  flip-top  boxes  and  range-riding 
cowboys  by  1976  had  made  Marlboro 
America's  best-selling  cigarette. 

Under  Millhiser,  Philip  Morris'  other 
cigarettes  also  flourished  as  he  has 
proved  himself  a  master  of  market  seg- 
mentation. Virginia  Slims  shot  ahead, 
appealing  to  the  liberated  woman.  Mill- 
hiser's   gamble   on    Merit,    with  their 
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strong  taste  but  low  tar,  is 
turning  into  the  greatest 
success  in  cigarette  history. 
In  the  two  and  one-half 
years  since  it  was  intro- 
duced, Merit  has  moved 
into  the  ranks  of  the  top  ten 
brands — a  first. 

Then  there  is  John  A. 
Murphy,  49,  chairman  of 
Miller  Brewing  Co.  A  big, 
energetic  man,  Murphy  is 
as  tough  and  smart  as  he  is 
affable,  and  he  is  in  sharp 
contrast  to  the  Ivy  League 
Millhiser  and  the  New 
York-trendy  Weissman.  His 
education:  Villanova  and 
Columbia  Law. 

Murphy  has  performed  a 
marketing  miracle  iti  the 
beer  business.  PM  bought 
the  ailing  beer  company  in 
1970  from  a  discouraged  J. 
Peter  Grace.  In  went  Mur-  .  . 

phy.  Out  went  the  old 
'  champagne  of  bottled  beer"  slogan.  In 
went  "time  to  relax"  jock-type  advertis- 
ing. Catching  August  Busch  III  asleep  at 
Anheuser-Busch,  Murphy  bought  up 
most  of  the  time  slots  for  network  TV 
sports  for  a  couple  of  seasons.  He  pushed 
product  segmentation,  bringing  out  a 
light  beer,  Miller  Lite.  Introducing  a 
domestically  brewed  Lowenbrau  he  cut 
into  the  superpremium-priced  market 
formerly  dominated  by  Michelob.  Now 
Miller  is  number  two  in  beer  to  a  worried 


Cigarettes 

By  taking  market  share  away 
from  its  rivals,  Philip  Morris  has 
been  the  only  growth  company 
in  a  stagnant  industry. 


Will  it  be  (left)  Millhiser,  Weissman  or  Murphy? 


Anheuser.  Murphy  already  has  left 
Coors,  Pabst  and  Schlitz  eating  his  dust. 
Murphy  is  frequently  mentioned  by 
Weissman  and  Millhiser  supporters  as 
the  man  their  own  favorite  must  beat. 

Whichever  man  Cullman  picks,  his 
decision  is  likely  to  cause  serious  dissen- 
sion within  Philip  Morris — to  say  noth- 
ing of  the  possibility  that  one  or  perhaps 
even  both  of  the  losers  might  move  over 
to  a  rival  company. 

This  at  a  time  when  Philip  Morris  is 
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With  alert  packaging,  promotion 
and  new  products,  Philip  Morris 
now  sells  almost  five  times  as 
much  Miller  beer  as  in  1972. 
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making  its  boldest  move 
since  charging  into  beer. 
Having  paid  $515  million — 
19  times  earnings — for  Sev- 
en-Up, Philip  Morris  will 
have  to  do  more  than  merely 
clip  its  soft-drink  coupons  if 
it  is  to  justify  the  steep  price. 
Seven-Up,  after  all,  has  only 
7%  of  the  domestic  market 
vs.  Pepsi's  22%  and  Coke's 
37%.  But  soft  drinks  are  an 
even  tougher  market  than 
cigarettes  or  beer.  "Philip 
Morris  is  a  good  marketer," 
sniffs  PepsiCo  Chairman 
Donald  Kendall,  "but  soft 
drinks  are  not  beer.  History 
shows  there  aren't  that  many 
successful  new  products  in 
soft  drinks." 

Sensing  a  rough  battle 
ahead,  Jeffrey  Weingarten, 
Goldman  Sachs'  astute  bev- 
erage and  tobacco  analyst, 
has  removed  all  soft-drink 
stocks  from  his  buy  list.  He  hx>ks  for  PM 
to  bring  out  its  own  cola,  and,  with  its 
usual  bag  of  packaging  and  advertising 
tricks,  gain  market  share.  Don't  most 
existing  bottlers  already  distribute  either 
Coke  or  Pepsi?  Sure,  but  PM  could  set 
up  its  own  distribution  system,  using 
knowhow  garnered  in  beer-bottling. 

It's  going  to  be  an  interesting  year.  Joe 
Cullman  has  to  be  as  right  choosing  a 
successor  as  he  was  building  a  company 
over  the  past  22  years.  ■ 


Soft  Drinks 

In  soft  drinks  Seven-Up's  Philip 
Morris  is  way  behind  Coke  and 
Pepsi — almost  as  far  behind  as  it 
once  was  in  beer  and  smokes. 
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Choice  Position 

Western  Bancorporation  owns  22  banks 
in  these  11  states,  and  the  stacked  coins 
indicate  relative  operating  profits  from 
each — with  dollar  amounts  in  thou- 
sands. Bank  of  America  founder  A.P. 
Giannini  began  acquiring  these  institu- 
tions in  the  Thirties,  and  he  hoped  to 
merge  them  with  BofA.  Politics  kept  that 
from  happening.  In  fact,  holding  com- 
pany laws  tightened,  and  only  grandfa- 
ther clause  protection  allows  Western  to 
operate  in  more  than  one  state  today.  So 
far,  the  holding  company  has  done  little 
to  develop  its  unique  franchise.  But  now, 
with  new  management  and  a  burst  of 
growth  in  its  operating  territory.  West- 
ern could  become  a  banking  giant  of  the 
sort  Giannini  envisioned. 


Joe  The  Giant-Waker 


In  two  short  years  a  former  Bank  of  America 
executive  turned  around  United  California  Bank. 
Can  he  do  the  same  for  its  $22-bil!ion  parent? 


By  PAUL  STURM 


In  1975  Joseph  Pinola  had  one  of  the 
nation's  best  banking  jobs.  During  23 
years  at  Bank  of  America  he  had  hustled 
his  way  from  trainee  to  executive  vice 
president.  His  latest  assignment  was  to 
run  BofA  s'  North  America  division,  with 
$7  billion  in  loans,  a  major  corporate 
profit  center.  At  49,  Pinola  was  young  for 
such  responsibility.  He  was  also  clearly 
in  the  running  for  more. 

Then  Joe  Pinola  surprised  a  lot  of  peo- 
ple, including  his  good  friend,  BofA 
President  Tom  Clausen.  Pinola  quit  run- 
ning on  BofA's  fast  track.  He  left  to  take 
over  United  California  Bank,  fifth-largest 
in  the  state  and  Western  Bancorpora- 
tion's  major  subsidiary.  Though  his  BofA 
post  put  him  in  charge  of  nearly  twice 
UCB's  loan  volume,  Pinola  didn't  view 
the  move  as  a  step  down:  "I  just  turned 
right  instead  of  left  when  I  got  off  the 
freeway,  and  I  had  a  nice  little  $10- 
billion  bank  of  my  own.  Besides,  Clau- 
sen is  only  two  years  older  than  I  am." 

Pinola  quickly  proved  that  his  former 
employers  tight  management  style  is 
transferable.  By  the  end  of  1977  he  had 
reversed  UCB's  declining  market  share 
and  boosted  earnings  by  70%,  to  $46 
million.  For  the  first  quarter  of  this  year, 
the  bank  tacked  on  another  55%  gain. 
"Of  course,  there's  a  lot  of  BofA  in  what 
I'm  doing  here,  he  says.  "Who  manages 
banks  better?" 

Before    Pinola's    arrival    UCB  was 


known  more  for  being  fashionable  than 
being  profitable.  Eight  years  ago  losses 
at  an  aggressive  Swiss  subsidiary  that 
plunged  in  cocoa  futures  sent  then-bank- 
er, now-author  Paul  Erdman  to  jail.  But 
the  real  problems  came  when  Califor- 
nia's booming  economic  growth  slowed. 
In  1973,  for  example,  UCB  opened  a  62- 
story  high-rise  in  downtown  Los  Ange- 
les, the  tallest  building  west  of  Chicago. 
Still  not  fully  leased,  it  drained  $1.6 
million  from  pretax  net  last  year.  UCB 
also  lavished  money  on  computers  and 
staff.  Noninterest  expenses  of  the  bank 
Pinola  took  over  were  73%  of  net  rev- 
enues; the  four  bigger  California  banks 
averaged  ten  percentage  points  less. 

"I  met  every  manager  and  showed  him 
our  expenses  relative  to  those  of  our 
competitors,"  says  Pinola.  "I  didn't  ap- 
peal, I  demanded  that  we  cut  back."  Lots 
of  things  went:  Pinola's  chauffeur,  scores 
of  club  memberships  for  executives, 
even  the  practice  of  mailing  employee 
bank  statements  instead  of  using  interof- 
fice delivery.  But  now — without  whole- 
sale firings — UCB's  overhead  ap- 
proaches the  industry  norm. 

An  organizational  change  improved 
profits  too.  In  the  early  Seventies  UCB 
had  set  up  a  network  of  costly  service 
centers  to  handle  installment  loan  appli- 
cations. These  were  separate  from  its  270 
statewide  branches.  In  theory,  branch 
personnel  would  refer  customers  to 
more  experienced  lending  officers  at  the 
centers.  In  practice,  local  managers  re- 


sented their  loss  of  authority,  and  cus- 
tomers balked  at  being  shunted  to  less- 
convenient  locations. 

That  cumbersome  setup  was  being 
junked  when  Pinola  arrived,  and  he  pre- 
sided over  the  shift.  More  important,  he 
got  installment  loan  business  moving: 
During  1977  UCB's  portfolio— which 
boasts  a  hefty  12%  overall  yield — grew 
by  one-third. 

Successes  like  these  earned  Pinola  a 
tougher  task.  Last  January  he  moved  up 
to  become  chairman  of  Western  Bancor- 
poration, UCB's  parent.  With  $22.3  bil- 
lion in  assets,  Western  is  the  nation  s 
ninth-largest  bank  holding  company,  just 
ahead  of  First  Chicago,  and  a  classic  case 
of  sleeping  giantism. 

Formed  20  years  ago  as  a  spinoff  from 
Transamerica,  it  owns  UCB  and  21  other 
banks  throughout  the  West.  Among 
Western's  "smaller"  subsidiaries  are 
such  billion-dollar  entities  as  First  Na- 
tional of  Nevada  and  First  National  of 
Oregon,  the  largest  banks  in  their  re- 
spective states;  First  National  of  Arizona, 
the  second-ranked  bank  there;  and  Pacif- 
ic National,  the  third  biggest  bank  in 
Washington. 

However,  this  enviable  franchise — 
blessed  though  it  is  with  a  heavy  mix  of 
low-cost  retail  deposits,  relatively  few 
risky  foreign  loans  and  a  booming  eco- 
nomic climate — has  produced  only  som- 
nolent profits.  For  the  past  five  years 
Western's  11.6%  return  on  equity  falls  in 
the  lower  half  of  Forbes'  banking  indus- 
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try  yardsticks;  by  comparison  BofA  and 
Wells  Fargo,  the  stars  of  West  Coast 
banking,  posted  earnings  increases  aver- 
aging  nearly  three  times  Western's 
snoozy  4.2%  annual  rate. 

Western's  curious  history  accounts  lor 
much  of  that  poor  performance.  It  dates 
from  the  Thirties  when  Transamerica 
was  a  holding  company  for  BofA  and  the 
other  banking  investments  of  A.  P.  Gian- 
nini,  BofA's  colorful  founder.  Giannini 
figured  nationwide  branching  was  inevi- 
table, and  to  get  ready  he  snapped  up 
stock  in  banks  throughout  the  West. 

Instead  of  allowing  mergers,  though, 
politicians  were  worrying  about  concen- 
tration of  banking  power  and  forced  di- 
vestiture. In  the  early  Fifties,  BofA  and 
Transamerica  split.  Then  tough  holding 
company  legislation  in  1956  required 
Transamerica  to  sell  off  its  other  banking 
interests. 

From  Giannini  s  time  until  very  re- 
cently, then.  Western's  affiliates  went 
their  own  ways.  Local  boards  of  directors 
named  chief  executives.  Each  bank 
bought  its  own  computer,  set  its  own 
lending  and  investment  policies.  De- 
spite common  ownership,  there  was  lit- 
tle central  management. 

Amazing  inefficiencies  developed.  In 
1972  Western,  though  only  one-third 
BofA  s  si/e,  was  spending  just  as  much 


for  data  processing.  Two  affiliates  in  Ari- 
zona— since  merged — often  wound  up 
competing  with  each  other.  And  in  Los 
Angeles,  holding  company  executives 
wrestled  with  UCB  and  confined  their 
dealings  with  the  hinterlands  to  little 
more  than  toting  up  quarterly  earnings 
reports. 

Now  change  is  coining  last.  By  the  end 
of  the  year,  a  common  computer  will 
allow  customers  to  cash  checks  at  any 
bank  in  Western's  ll-state  territory. 
Bank  of  New  Mexico,  the  system's  poor- 
est performer  in  1977,  got  a  new  presi- 
dent— sent  straight  from  holding  com- 
pany headquarters.  And  Pinolas  succes- 
sor at  UCB  is  George  Rothell,  47,  an  old 
BofA  colleague  lured  from  a  consortium 
bank  in  London. 

"My  style  is  for  us  to  be  a  much  more 
activist  organization,  says  Pinola. 
"From  Los  Angeles  we  re  not  going  to 
walk  in  and  tell  people  how  to  run  their 
banks.  But  we'll  make  sure  they  have  the 
best  tools  and  information  and  know  how 
to  use  them.  We  want  to  take  advantage 
of  our  ability  to  move  money,  personnel 
and  ideas  all  over  the  system." 

Here's  how  that  can  work  in  practice: 
Western  s  three  Colorado  affiliates  aren't 
major  factors  in  their  state.  To  help  them 
meet  the  demand  lor  energy -related  fi- 
nancing, UCB — which  has  considerable 


expertise  in  the  field — opened  a  loan 
production  office  in  Denver  last  year. 
"Working  together  like  that,  our  smaller 
banks  can  t  help  but  be  more  sophisti- 
cated than  their  competitors,  explains 
Pinola. 

Obviously,  there  is  ample  nx>m  for 
improvement.  With  UCB's  base  of  high  - 
yield  construction  loans,  its  "spread  in- 
come (the  difference-  between  cost  of 
funds  and  interest  earned)  is  relativel) 
high.  So  cutting  expenses  produced  most 
of  Pinola  s  turnaround.  If  UCB  could 
someday  match  the  profitability  of  BofA 
or  Wells  Fargo,  its  earnings  would  jump 
25%.  Western  has  other  recovery  candi- 
dates: Its  affiliates  in  Oregon  and  Wash- 
ington trail  their  local  competitors  In 
similar  margins 

Joe  Pinola  clearly  can  t  mold  Western 
into  anything  even  comparable  to  a  tight- 
ly disciplined  entity  like  Bank  of  America 
within  the  space  of  a  few  years.  But 
Pinola  is  only  53,  and  he  clearly  knows 
where  he  is  going.  "Our  real  future,"  he 
concludes,  "depends  on  what  happens 
politically.  Win.  we  could  open  up  our 
computer  and  have  nearly  800  branches 
overnight.  We're  already  there  .  .  . 
ahead  of  everybody." 

If  there's  a  heav  en  for  bankers,  A.  P. 
Giannini  must  surely  smile  when  he 
hears  that.  ■ 


Buying  Banks: 
The  Bidding  Gets  Dizzy 

Foreign  banks  are  paying  huge  prices  to  buy  American 
banks,  but  one  of  them,  at  least,  seems 
to  have  got  itself  a  bargain. 


When  The  Hongkong  &  Shanghai 
Banking  Goip.  announced  in  April  that  it 
would  shell  out  up  to  $262  million  for  a 
51%  interest  in  ailing  Marine  Midland 
Banks,  Inc..  some  employees  at  the 
bank's  Hong  Kong  headquarters  groused 
privately  that  senior  management  had 
been  taken.  A  quarter  of  a  billion  dollars 
for  half  interest  in  a  sick  bank? 

But  that  was  before  London's  National 
Westminster  Bank  Ltd.  and  Standard 
Chartered  Bank  Ltd.  agreed  to  buy  Na- 
tional Bank  of  North  America  and  Union 
Bancorp,  Inc.,  respectively,  at  even  loft- 
ier prices. 

The  proposed  acquisitions  are  part  of  a 
broad  expansion  of  operations  through- 
out America  by  loreign  bankers  anxious 
to  increase  their  dollar-deposit  base  and 
to  participate  more  folly  in  the  U.S. 
economy.  Should  the  regulators  approve 
the  three  acquisitions,  it  is  expected  that 
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many  more  American  banks  will  be  re- 
ceiving offers  from  abroad. 

Judging  by  some  of  the  recent  prices 
paid,  the  foreigners  must  feel  that  the 
streets  of  America  are  paved  with  gold. 

First,  the  numbers  in  the  Marine  Mid- 
land deal: 

Hongkong  &  Shanghai  will  provide 
Marine  Midland,  between  now  and 
1980.  with  $200  million  in  new  capital 
and  will  receive  in  return  6.67  million 
newk  issued  common  shares.  In  addi- 
tion, Hongkong  &  Shanghai  will  make  a 
cash  tender  offer  for  another  3. 12  million 
shares,  or  about  25%  of  Marine's  com- 
mon shares  presently  outstanding,  pav- 
ing no  more  than  S20  a  share  for  them. 

Assuming  the  deal  goes  through. 
Hongkong  &  Shanghai  ends  up  paving 
an  average  of  $26.81  a  share  for  stock 
that  had  a  book  value  of  $34.44  at  the 
end  of  1977.  It  gains  control  of  America  s 


L5th-largest  bank  holding  company  with 
assets  totaling  $12.2  billion  as  of  Mar.  31. 

Now,  look  at  NatWest  s  offer  to  pay 
C.I.T.  Financial  Corp.  about  $300  mil- 
lion for  a  75.1%  interest  in  NBNA.  With 
assets  of  $3.8  billion.  NBNA  is  America  s 
40th-largest  bank — less  than  one-third  as 
big  as  Marine  Midland.  That  price  works 
out  to  a  premium  of  64%  a  share  over 
NBNA's  book  value  of  $39.30  a  share, 
whereas  Hongkong  &  Shanghai  gets  Ma- 
rine Midland  at  a  22%  discount.  In  addi- 
tion, C.I.T. 's  Chairman  Walter  S. 
Holmes  Jr.  shrewdly  negotiated  an  in- 
definite "put"  on  the  24.9%  interest  it  is 
keeping,  which  enables  it  to  sell  the 
stock  to  NatWest  at  the  present  price, 
adjusted  to  reflec  t  any  increases  in  stock- 
holders' equity.  That  means  C.I.T.  can 
get  at  least  another  $100  million  when- 
ever it  wants  to  sell  its  remaining  inter- 
est in  the  bank,  and  that  it  can  probably 
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get  much  more  than  that  should  it  elec  t 
to  hold  on  to  the  stock  while  Nat  West 
works  to  increase  its  value.  Nat  West, 
however,  can't  compel  sale  of  the  re- 
maining NBNA  stock  unless  C.I.T.  itself 
is  taken  over  by  a  third  party. 

For  its  part,  Standard  Chartered  has 
agreed  to  pay  an  even  higher  price  for 
Union  Bancorp — $372  million,  or  $33  a 
share  for  all  the  outstanding  stock.  Union 
Bancorp  is  America's  32nd-largest  bank 
holding  company  with  assets  totaling 
$4.86  billion,  but  its  book  value  is  only 
$17.15  a  share,  or  little  more  than  half 
what  Standard  Chartered  is  offering. 

To  recapitulate:  For  $262  million, 
Hongkong  ir  Shanghai  gets  51%  of  a 
$l2.2-billion  bank;  on  that  basis,  the 
whole  bank  is  worth  $514  million.  That's 
about  4  cents  on  the  asset  dollar.  To  buy 
75%  of  NBNA,  NatWest  is  paying  $300 
million — call  it  10  cents  on  the  asset  dol- 
lar. For  $372  million,  Standard  Char- 
tered gets  all  the  stock  of  Union — about 
8  cents  on  the  asset  dollar. 

On  the  bare  numbers,  Hongkong  & 
Shanghai  got  the  best  deal. 


signs  that  Marine  Midland  is  beginning 
to  recover.  John  Boyer,  Hongkong  & 
Shanghai's  deputy  chairman,  says  that 
his  barik  has  analyzed  Marine's  loan  port- 
folio and  that  it  is  "satisfied"  that  the 
bank  is  turning  around.  Recent  statistics 
would  tend  to  support  that  view.  Bank 
earnings  before  securities  transactions 
doubled  in  1977  to  $17.4  million  from 
$8.2  million  the  year  before  and  rose 
7.9%  in  the  first  quarter  of  this  year  to  $4 
million  from  $3.7  million  in  the  year- 
earlier  period.  Perhaps  more  important- 
ly, many  officers  within  the  bank  say  that 
morale  and  confidence  were  definitely 
on  the  upswing  even  before  Hongkong  & 
Shanghai  entered  the  picture. 

At  the  same  time  NBNA  and  Union 
Bancorp  have  had  checkered  histories  of 
their  own.  Thanks  to  C.I.T.,  NBNA  has 
always  been  well  capitalized,  but  it  had 
some  major  loan  losses  which  severely 
trimmed  its  net  income  in  1975,  1976 
and  1977.  Income  before  securities 
transactions  in  1977,  for  example,  totaled 
only  $11.3  million,  or  less  than  half  1974 
earnings  of  $25  million.  For  1977  Keefe, 


other  analysts  assert  the  bank's  heavy 
involvement  in  real  estate  consigns  it  to 
periodic  downturns  whenever  the  econ- 
omy softens.  Harry  J.  Volk,  chairman  of 
Union  Bancorp,  says  that  since  Union  s 
loan  portfolio  got  in  trouble  in  late  1974, 
"we  have  set  up  restraints  to  prevent 
cyclical  downturns''  and  have  been  re- 
ducing the  bank's  dependence  on  the 
real  estate  business. 

The  conclusion  to  be  drawn  is  that 
none  of  these  banks  were  exceptionally 
profitable  or  problem-free.  Were 
Union's  and  NBNA's  assets,  then,  really 
worth  twice  and  more  than  twice,  what 
Marine  Midland's  were? 

The  banks  with  bucks  say  that  past  and 
present  performance  aren't  the  major 
considerations  when  deciding  to  acquire 
a  bank.  Dennis  J.  Bunyan,  senior  execu- 
tive vice  president  in  National  Westmin- 
ster's office  in  New  York,  says  the  big 
British  bank  was  anxious  to  buy  a  bank  in 
the  New  York  area.  Bunyan  argues  that  if 
you  relate  the  purchase  price  to  recent 
earnings,  "the  multiple  seems  high,  but 
if  you  look  to  the  future,  perhaps  the 
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Big  Bucks  For  Banks:  Union  Bancorp  (logo  at  left)  and  NBNA  cost  more  than  Marine  Midland  (logo  at  right).  Are  they  worth  it? 


There  is,  of  course,  somewhat  more  to 
it  than  the  bare  numbers.  Marine  Mid- 
land has  been  and  continues  to  be  a  very 
troubled  bank,  hit  with  a  number  of  bad 
loans  and  high  operating  costs  in  1975, 
and  its  recovery  has  been  very  slow.  In 
late  1975  directors  chopped  the  bank's 
quarterly  dividend  to  20  cents  from  45 
cents  a  share,  and  it  is  understood  that 
federal  regulators  had  been  pressing  the 
bank  to  increase  its  capital.  As  of  Mar.  31 
it  still  had  nonperforming  loans  worth 
$377  million  on  its  books. 

Statistics  compiled  by  Keefe,  Bruyette 
&  Woods,  Inc.,  a  New  York  Stock  Ex- 
change firm  specializing  in  bank  securi- 
ties, indicate  that  Marine  Midland 
ranked  dead  last  among  the  28  banks 
with  assets  over  $5  billion  when  it  came 
to  return  on  assets  and  equity.  John  J. 
Lyons,  a  principal  of  the  New  York  bank 
consulting  firm  of  Cates,  Lyons  &  Co., 
Inc.,  says  that  Marines  assets  might 
have  shrunk  by  as  much  as  50%  had 
Hongkong  &  Shanghai  not  produced  ad- 
ditional capital.  Other  analysts  share  that 
grim  assessment. 

But  for  all  its  past  troubles  there  are 


Bruyette  &  Woods  ranked  NBNA's  re- 
turn on  assets  52nd  among  58  banks, 
with  assets  between  $2  billion  and  $5 
billion  and  its  return-on-equity  capital 
55th.  John  H.  Vogel,  NBNA's  chairman, 
says  the  bank  was  growing  very  fast  in 
the  late  1960s  and  early  1970s,  and 
"when  you  grow  fast,  you  sometimes 
stub  your  toe."  He  adds,  however,  that 
NBNA's  problems  are  now  past  and 
points  to  the  increase  in  first-quarter 
earnings,  to  $3.7  million  from  $1.9  mil- 
lion a  year  ago,  as  proof  that  NBNA  has 
recovered.  One  New  York  bank  analyst, 
however,  asserts  the  first-quarter  spurt 
was  triggered  more  by  an  increase  in 
interest  rates  than  a  major  turnaround  in 
the  bank's  performance. 

Union  Bancorp  also  had  to  write  off  a 
lot  of  troubled  real  estate  loans  between 
1974  and  1977.  Keefe,  Bruyette  & 
Woods  ranked  Union's  return  on  assets 
only  46th  among  the  58  banks  in  the  $2- 
billion-to-$5-billion  asset  range  last  year. 
One  bank  analyst  speculates  that  Stan- 
dard Chartered  will  have  to  pour  addi- 
tional capital  into  Union  if  the  bank  is  to 
expand  substantially  in  the  future,  and 


price  is  less  out  of  line.  " 

Similarly,  Standard  Chartered  was 
only  interested  in  a  California  bank  since 
it  already  has  a  subsidiary  there  with  32 
branches,  which  it  can  merge  into  Un- 
ion. Standard  Chartered  tried  unsuc- 
cessfully to  buy  BanCal  Tri-State  Corp. , 
the  holding  company  for  Bank  of  Califor- 
nia, last  year  for  $30  a  share,  and  that 
setback  may  have  caused  it  to  raise  the 
ante  higher  to  get  Union  (which  was 
trading  at  14%  just  before  the  acquisition 
was  announced).  Hongkong  &  Shanghai, 
in  contrast,  plans  to  shed  its  California 
subsidiary  and  will  concentrate  its  ener- 
gies in  the  New  York  financial  market. 

John  C.  Evans,  an  investment  banker 
with  Morgan  Stanley,  Inc.  who  helped 
arrange  the  NatWest  and  Union  deals, 
argues  that  "only  time  will  tell  whether 
the  deals  were  rightly  priced.  "People 
are  apt  to  say  that  everyone  paid  too 
much.  But  there  is  an  old  saying  that  you 
shouldn't  question  the  tape.  The  market 
is  the  market,"  he  adds. 

Maybe  so,  but  the  bankers  from  Hong 
Kong  still  look  to  have  got  a  better  deal 
than  their  London  cousins.  ■ 
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Nice  Problem:  Walter  Holmes  swung  a  beauty  of  a  deal  for  C.l.T. — and  now  he's  figuring  out  what  to  do  with  $300  million. 

C.l.T.  Financial:  Color  Me  Golden 


Some  people  go  on  a  spree  when  they  come  into  an  inheritance. 
Others  go  on  living  as  before.  C.l.T.  Financial  is  about 
to  come  into  a  lot  of  money.  Which  way  will  it  behave? 


Harold  M.  Levine,  a  securities  analyst 
with  Paine  Webber  Mitchell,  Hutchins, 
chuckled  at  the  question:  What  will 
C.l.T.  Financial  Corp.  do  with  the  $300 
million  it  may  soon  receive  from  the  sale 
of  a  controlling  interest  in  the  National 
Bank  of  North  America  (NBNA)  to  Brit- 
ain's National  Westminster  Bank?  "I 
imagine,  Levine  grinned,  "that  they're 
getting  as  many  calls  from  investment 
bankers  as  the  person  who  wins  the  $1- 
million  lottery."  Walter  S.  Holmes  Jr., 
the  beefy,  unassuming  chairman  of 
C.l.T. ,  confirms  Levine's  impression: 
"Well,  Holmes  says  dryly,  "we  have 
had  a  lot  of  offers  of  help.  " 

The  simple  fact  is  this:  Coming  into  all 
this  cash  gives  this  well-run  but  rather 
stodgy  corporate  giant  a  chance  to  swing 
a  little.  Even  for  C.I.T.,  $300  million  is  a 
lot  of  money — nearly  $15  a  share,  in  fact. 
That  would  provide  at  least  the  down 
payment  on  a  spectacular  acquisition  of 
some  sort — a  big  retailer,  say,  or  a  big 
manufacturing  company. 

Or,  alternatively,  C.l.T.  could  make  a 
tender  for  its  own  stock,  perhaps  shrink- 
ing its  capitalization  by  as  much  as  40% 
and  thereby  giving  earnings  per  share  a 
big  boost.  That  sort  of  maneuver  has 
become  more  respectable  since  Tele- 
dyne  chief  executive  Henry  Singleton 
used  it  to  produce  such  remarkable  re- 
sults for  his  shareholders. 


Either  way — or  by  some  combination 
of  the  two — Walter  Holmes  could  put 
some  excitement  into  a  company  that 
hasn  t  had  much  since  the  early  days  in 
the  1920s,  when  it  encouraged  the  pub- 
lic to  buy  automobiles  on  credit,  outrag- 
ing moralists  and  helping  to  transform 
American  life. 

Fortunately  for  the  nation  s  growth, 
the  consumer  finance  business  changed 
over  the  years  from  daring  to  relatively 
humdrum.  As  it  did,  C.l.T.  itself 
evolved  into  one  of  the  nation's  most 
conservatively  run  companies.  Auto  fi- 
nancing is  no  longer  a  mainstay  of  the 
company;  C.l.T.  has,  however,  devel- 
oped a  powerful  position  in  most  other 
financing  areas — -factoring  of  accounts  re- 
ceivable, leasing,  personal  loans — and 
diversified  into  insurance,  banking  and 
manufacturing.  (Its  manufacturing  sub- 
sidiaries include  such  well-established 
names  as  Picker  X-ray  and  Gibson 
Greeting  Cards.) 

But  while  C.l.T.  diversified,  it  never 
became  a  swinging  conglomerate;  in- 
stead, it  became  a  low-profile,  somewhat 
ill-defined  behemoth,  and  today  has  over 
$8.5  billion  in  assets.  The  lion's  share  of 
those  billions  are  consumer,  industrial 
and  commercial  receivables — and  well 
over  half  of  C.l.T.  s  earnings  are  derived 
from  those  financial  assets.  In  effect,  the 
company  functions  as  a  middleman,  bor- 


rowing wholesale,  issuing  big  chunks  of 
public  and  private  debt  of  almost  every 
conceivable  lien  and  maturity,  and  lend- 
ing retail  to  its  myriad  individual  and 
business  customers. 

Ten  years  ago  C.l.T.  earned  $60  mil- 
lion, or  $3.05  per  share;  in  1976  it  earned 
a  record  $95  million,  or  $4. .54  per  share. 
That  s  nothing  to  write  home  about — not 
even  enough  to  keep  up  with  inflation. 
Last  year  earnings  slipped  to  $82  million 
because  of  a  $10-million  foreign  currency 
accounting  loss  and  an  $8.6-million  loss 
incurred  in  the  shutting  down  of  an  un- 
profitable property  and  casualty  insur- 
ance operation — and  yet  the  company 
still  managed  to  achieve  a  respectable 
10%  return  on  shareholders  equity. 
Moreover,  C.l.T.  s  earnings  rarely 
plunge,  even  in  recession.  That's  the 
way  C.l.T.  is:  dependable  but  not  terri- 
bly impressive. 

Now  comes  a  dramatic  new  element  in 
the  C.l.T.  picture:  the  proposed  sale 
(subject  to  regulatory  approval)  of  75. 1% 
of  NBNA's  stock  to  Nat  West  for  around 
$300  million.  It's  a  beautiful  deal  for 
C.l.T. — as  the  accompanying  article 
shows  (see  p.  33).  It  will  also  get  C.l.T. 
out  from  under  the  1970  Bank  Holding 
Company  Act  amendments,  which  were 
passed  the  same  year  that  Holmes,  then 
51,  assumed  the  company's  helm.  Al- 
though the  amendments  permitted  bank 
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holding  companies  to  hold  on  to  most  of 
their  existing  nonbank  operations,  they 
made  it  difficult,  if  not  impossible,  for 
companies  like  C.I.T.  to  diversify  far 
afield  from  banking.  "While  we  would  be 
filling  out  applications,'  Holmes  says 
with  a  grimace,  "someone  else  could  put 
the  money  right  on  the  line  and  close  the 
deal." 

But  people  who  are  expecting  fire- 
works from  C.I.T.  now  are  overlooking 
the  company's  well-established  personal- 
it)' — and  that  of  Walter  Holmes.  A  for- 
mer CP. A.  with  a  folksy  Philadelphia 
accent,  Holmes  makes  no  effort  to  come 
across  as  magisterial  or  dynamic.  But 
he's  obviously  no  fool — as  the  splendid 
deal  he  managed  to  cut  for  C.I.T.  in  the 
NBNA  sale  shows. 

"We  have  no  interest  in  becoming  an 
industrial  conglomerate,"  Holmes  says 
firmly.  "We  are  fundamentally  a  money- 
oriented  company,  and  we  don't  antici- 
pate really  changing  the  nature  of  the 
company.  In  our  manufacturing  division, 
there  may  be  some  opportunities  to  fill 
in  gaps  in  our  product  lines.  Picker, 
which  is  essentially  a  high -technology 
company,  would  be  a  logical  area  for 
some  acquisitions.  But  I  would  say  that 
we  would  expand  in  the  finance  or  insur- 
ance area. " 

One  of  the  most  promising  areas  for 
C.I.T. 's  future  growth  is  that  of  consumer 


finance — thanks  in  part  to  the  steady 
disappearance  of  small,  regional  finance 
firms  from  the  scene.  "C.I.T.  has  a  tre- 
mendous consumer  network  [over  1,000 
offices  in  the  U.S.  and  Canada],  and  they 
can  merge  offices  into  their  system  which 
would  be  more  profitable  than  they 
would  be  to  smaller  companies,"  says 
Levine.  "The  reason  is  that  they're  almost 
totally  automated  and  can  attract  funds 
more  cheaply.  Whereas  a  small  company 
might  be  able  to  bring  down,  say,  1%  on 
its  assets  to  the  bottom  line,  C.I.T.  might 
be  able  to  bring  down  V/2%." 

Holmes:  "There  are  whole  vast  areas 
of  opportunity  that  we  will  be  studying, 
whether  they  be  mortgage  banking  or 
savings  and  loans  or  some  new  type  of 
financial  service.  Obviously  pleased 
with  his  dealings  with  National  West- 
minster's management  so  far,  Holmes 
also  hopes  to  further  his  relationship 
with  his  new  British  partners  abroad. 
"Long  range,  we  would  really  like  to  be  a 
part  of  the  international  banking  scene," 
he  says  softly. 

Meanwhile,  take  a  sharp  pencil  and 
try  a  little  arithmetic: 

Sale  of  the  75%  of  interest  in  the  bank 
would  deprive  C.I.T.  of  about  $8.5  mil- 
lion in  earnings,  based  on  last  year's 
figures.  Reinvesting  the  proceeds  of  the 
sale  even  at  the  superlow  10%  that 
C.I.T.  earned  on  its  equity  last  year 


would  provide  $30  million  in  new  earn- 
ings. That's  an  extra  $21.5  million,  or 
$1.04  a  share  over  what  C.I.T.  actually 
earned  last  year.  Reinvesting  the  money 
at  the  more  normal  12%  that  C.I.T.  has 
traditionally  earned  would  provide  $36 
million  in  new  earnings,  an  extra  $1.33  a 
share.  In  other  words,  there's  a  big  boost 
in  earnings  just  from  transferring  assets 
from  the  bank  investment  to  other  busi- 
nesses (not  to  mention  a  $21-million  non- 
recurring gain  from  the  deal).  So,  $5  a 
share  would  seem  to  be  a  bottom-line 
figure  for  C.I.T.  from  now  on.  That's 
without  any  fireworks  at  all. 

Of  course,  it  is  not  lost  on  Walter 
Holmes  and  his  staff  that  the  woods  are 
full  of  would-be  acquisitors  who  can  do 
this  kind  of  arithmetic,  too.  Like  the  fact 
that  C.I.T.  sells  at  just  over  $35  a  share, 
as  against  a  highly  liquid  book  value  that 
will  be  close  to  $42  a  share  if  and  when 
the  bank  deal  goes  through.  Can  C.I.T. 
continue  on  its  placidly  prosperous  way 
when  it  presents  this  kind  of  juicy  target 
for  a  takeover? 

Holmes  concedes  that  the  NBNA  deal 
will  remove  a  "security  blanket"  against 
a  takeover  that  C.I.T.  had  by  dint  of 
being  a  bank  holding  company,  but  he 
adds  that  C.I.T.  would  be  a  huge  mouth- 
ful for  anyone  to  swallow.  And  tough 
chewing,  too,  unless  we  mistake 
Holmes'  quiet  determination.  ■ 


Why  GTE  Is  Body  Snatching 


Because  it  is  a  company  with  some  powerful  strengths 
that  is  trying  to  cure  some  glaring  weaknesses. 


Theodore  F.  Brophy,  a  Harvard  Law 
School  graduate,  general  counsel  at  The 
Lummus  Co.,  an  engineering  and  con- 
struction firm,  took  a  telephone  call  from 
a  classmate.  Would  Brophy  be  interest- 
ed in  the  same  spot  at  General  Tele- 
phone &  Electronics? 

"I  had  never  heard  of  General  Tele- 
phone, Brophy  recalls.  "I  thought  there 
was  only  one  telephone  system  in  the 
country.  Bell. 

"Besides,  I  didn't  think  the  utility 
business  was  anything  I  was  interested 
in.  It  reminded  me  of  the  civil  service." 
Brophy  went  to  the  interview  to  oblige 
the  friend,  who  needed  a  warm  body. 
The  year  was  1958. 

Today  Ted  Brophy,  now  55,  is  the 
$538,000-a-year  chairman  of  GTE,  that 
Stamford,  Conn. -based  giant  whose  rev- 
enues this  year  will  exceed  $8  billion. 

Curiously,  though,  GTE  still  faces 
many  of  the  problems  that  beset  it  when 
he  joined  it  two  decades  ago.  Overall 
profitability  isn't  one  of  those  problems. 


GTE  Phone  Mart:  Says  Chairman  Brophy, 
"Our  people  are  like  reformed  drunks 
who  found  marketing  a  new  religion." 


After  six  discouraging  years,  earnings 
have  climbed  smartly  in  each  of  the  past 
three  years  and  will  set  a  new  record  in 
1978,  too— probably  in  the  $4.10-to- 
$4.30  rangea  share,  up  from  $3.91.  GTE 
last  year  earned  14.7%  (excluding  Cana- 
dian currency  gains)  on  its  common 
stockholders'  equity,  considerably  better 
than  American  Telephone  &  Telegraph. 
GTE's  return  on  invested  capital  also 
edged  AT&T,  9.9%  to  9.1%. 

So,  what's  the  problem?  Widely  ad- 
mired throughout  GTE  for  telling  it  like 
it  is,  Brophy  explains:  "We  have  a  lot  of 
good  people,  but  we  haven't  done  the 
job  with  them  that  we  should  have.  He 
goes  on  to  say  that  GTE  has  only  begun 
to  develop  the  kind  of  modern  corporate 
organization  which  breeds  capable  peo- 
ple able  to  deal  with  a  world  that  is 
changing  fast — and  nowhere  faster  than 
in  communications. 

Brophy  s  predecessors  had  other 
priorities.  GTE's  founder,  Donald  C. 
Power,  now  retired  at  78,  was  busy  put- 


FORBES,  JULY  10,  1978 


35 


ting  the  communications  conglomerate 
together  from  bits  and  pieces  of  indepen- 
dent telephone  companies,  telephone 
equipment  makers  and  electronics  man- 
ufacturers. Power's  successor,  Leslie 
Warner,  now  67  and  also  retired,  had  to 
stress  getting  telephone  rates  up  so  that 
the  industry  could  at  least  stay  even 
during  an  inflationary  period. 

Neither  Power  nor  Warner  had  much 
time  to  devote  to  marketing.  But  with 
the  Federal  Communications  Commis- 
sion pushing  a  philosophy  of  competition 
for  the  previously  monopolistic  tele- 
phone industry,  marketing  is  now  vital. 
And  that's  where  Brophy  concedes  that 
GTE  is  weak. 

In  a  real  break  with  tradition,  he  has 
set  up  more  than  180  Phone  Marts — 
where  over  half  of  GTE's  residential  cus- 


tomers select  telephones  from  a  variety 
of  colors  and  styles  and  plug  them  into 
previously  installed  outlets  in  their 
homes.  He  has  also  started  a  new  devel- 
opment program  for  beginning  market- 
ing people  to  take  its  place  beside  the 
decades-old  one  for  financial  types.  In 
seminars  and  in-house  correspondence, 
GTE  people  are  being  spoon-fed  the  ba- 
sics of  marketing. 

Nowhere  is  GTE  s  marketing  weak- 
ness more  apparent  than  in  its  product 
groups.  Telephone  services  accounted 
for  just  .54%  of  revenues  last  year.  The 
five  product  groups  were  a  $3.6-billion 
business  in  their  own  right.  Profits  in 
three  of  them — telephone,  electrical  and 
lighting  products — were  down  last  year 
from  earlier  years.  A  fourth  manufactur- 
ing group,  consumer  electronics — most- 
ly TV  tubes  and  sets — was  actually  in  the 


red,  although  $26.3  million  less  so  than 
in  1975.  Big  as  it  is,  this  $890-million-a- 
year  consumer  group  has  not  been  able 
'to  hold  its  own  in  the  three-way  TV 
battle  among  RCA,  Zenith  and  the  Japa- 
nese. It  has  only  7.4%  of  the  U.S.  color 
TV  market.  Only  the  $326-million-sales, 
$17.5-million-profit  precision  materials 
group  had  record  profits. 

So  far  in  1978  net  income  for  all  the 
products  groups  is  up  45%.  Even  the 
consumer  electronics  group  has  broken 
slightly  into  the  black.  Brophy  expects 
this  improvement  to  keep  up. 

Before  Brophy  became  president  in 
1972,  GTE  s  non telephone-company 
business  was  organized  around  manufac- 
turing so  it  was  not  responsive  to  cus- 
tomer needs.  It  was  split  between  do- 
mestic and  foreign  so  neither  got  the 


benefit  of  the  other's  know-how  or  re- 
search and  development.  "Even  deci- 
sions on  whether  we  should  export  were 
being  determined  on  the  basis  of  who 
was  running  the  particular  segment  of 
the  business,  rather  than  what  might 
have  been  best  for  the  overall  organiza- 
tion," he  says. 

Brophy  has  restructured  GTE  right 
from  the  top  to  the  bottom.  To  create  the 
kind  of  top  corporate  staff  a  first-class 
company  must  have,  Brophy  has  been 
stealing  from  other  companies.  From 
General  Electric,  whose  management 
training  and  development  he  hopes  to 
imitate,  came  Richard  J.  Anton,  new 
head  of  human  resources  (formerly  the 
personnel  department).  William  G. 
Moore,  new  head  of  acquisitions,  is  from 
United  Technologies  and  International 
Telephone  &  Telegraph  by  way  of  Citi- 


corp. A  Litton  Industries  man,  Robert  I. 
Bruder,  now  heads  strategic  planning. 
New  marketing  people  are  arriving  al- 
most daily.  GTE  is  becoming  known  as  a 
major  corporate  body  snatcher.  Its  vic- 
tims, however,  unlike  Brophy  20  years 
ago,  aren't  asking,  "General  What?" 

To  facilitate  the  changes,  Brophy  has 
eliminated  his  old  president's  title  and 
created  an  office  of  the  chairman,  with 
himself  as  chairman  and  longtime  GTE 
man  John  J.  Douglas  as  vice  chairman. 
GTE  is  divided  into  two  parts,  products 
and  telephone  service,  each  headed  by 
an  executive  vice  president. 

Executive  Vice  President  Merle  W. 
Kremer  heads  the  $3.6-billion  Products 
Group,  which  accounted  for  46%  of  last 
year's  total  GTE  sales,  but  only  a  miser- 
able 17%  of  total  profit. 

Executive  Vice  President  Charles  G. 
Farris  heads  the  15.7-million  phone, 
$4. 1 -billion-revenues  telephone  oper- 
ations, which  last  year  produced  .54%  of 
sales  but  83%  of  profits.  His  18  domestic 
GTE  telephone  companies,  heavily 
weighted  toward  faster-growing  sub- 
urbs, are  being  placed  into  three  equal- 
size  regional  units:  north,  south  and 
west.  The  plan  is:  each  unit  can  respond 
to  local  competition  quicker  if  everyone 
doesn't  have  to  go  through  one  bottle- 
neck. The  Dominican  and  Canadian  tele- 
phone companies  report  separately. 

Brophy  asserts  his  new  organization  is 
already  making  a  difference,  especially 
overseas.  Following  up  a  $500-million 
contract  in  Iran,  GTE  has  joined  with 
Western  Electric  and  Continental  Tele- 
phone to  bid  on  the  largest  single  tele- 
phone communications  job  in  history: 
the  modernization  of  the  Egyptian  sys- 
tem. The  cost  of  the  first  5  years  of  this 
20-year  contract  would  be  $3  billion. 

Of  course,  Brophy  s  goal  in  shifting 
from  a  manufacturing  to  a  product  orien- 
tation was  to  encourage  better  market- 
ing, which  means  innovative  products. 
In  household  lighting,  where  Sylvania  is 
third  worldwide,  the  GTE  division  re- 
cently introduced  the  energy-saving 
Thrift/Mate  fluorescent  lamp.  In  com- 
munications GTE  has  up-to-date  elec- 
tronic digital  switching  which  changes 
voice  to  data.  The  hoped-for  turnaround 
in  TV  and  consumer  electronics  is  based 
on  a  not-yet-disclosed  product  strategy. 

Brophy  points  out  that  General  Elec- 
tric earns  a  return  on  investment  of  al- 
most 16%,  whereas  GTE's  products 
group  only  does  under  8%.  Speculate  for 
a  moment:  Suppose  GTE  could  close 
about  half  of  that  profit  gap.  The  differ- 
ence would  be  over  $75  million  a  year 
after  taxes,  probably  55  cents  or  more 
per  GTE  share.  The  point  is:  GTE  al- 
ready has  the  volume  and  market  posi- 
tion in  many  of  these  businesses;  what  it 
badly  needs  there  is  profitability.  That  is 
the  unfinished  business  left  for  Ted 
Brophy  to  tackle.  ■ 


He  Has  A  Dream:  Ted  Brophy  aims  to  turn  GTE  into  such  a  dynamic  marketing  outfit 
that  others  will  steal  GTE  people  as  he  steals  others'  today. 
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to  demonstrate  our  new  plastic. 


This  daring  performance  will  not 
be  our  last,  thanks  to  a  special 
new  plastic  that  "blows  up"  into 
unusual  shapes  of  great  strength. 

This  plastic  is  Borg-Warner 
Chemicals'  new  Cycolac'ABS 
structural  foam.  It's  the  only 
commercial  flame-retardant 
ABS  structural  foam  that 
actually  has  a  chemical 
blowing  agent"  right 
inside  each  tiny  pellet  of 
plastic.  When  these  pellets 
are  heated,  and  forced 
into  a  mold,  the  blowing 
agent  inside  causes 
them  to  expand  or  "blow" 
filling  out  every  last  nook 
and  intricate  cranny  of  the 
mold.  The  shapes  that 
Cycolac  ABS  structural 
foam  can  create  are  virtually  limitless. 

Cycolac  ABS  structural  foam  also  shapes  up  as  an  incredil 
economical  alternative  to  metals.  For  example,  tooling  costs  tc 
make  one  small  computer  housing  of  steel  could  be  up  to  twio 
as  much  as  costs  for  making  the  same  part  of  our  new  plastic. 


Kink  terminal 


And  Cycolac  ABS  structural 
foam  also  offers  additional 
advantages  over  metals  like 
reduced  cost  of  fabrication 
and  assembly,  greater 
design  freedom,  and 
greater  dent  and  damage 
resistance. 

Naturally,  these 
savings  and  advantages 
apply  to  anything 
Cycolac  ABS  structural 
foam  can  make, 
from  communications 
equipment  to  cash 
registers,  building  prod- 
ucts to  furniture.  No 
wonder  we're  so  sure 
we'll  be  creating  lots 
more  blow-ups  in  the 
business  community 
The  people  at  Borg-Warner  Chemicals  will  be  happy  to  give 
more  information  on  Cycolac  ABS  structural  foam,  and  other 
ovations.  Please  write  to:  Borg-Warner 
^micals,  International  Center,  ^,tw^m 
kersburg,  West  Virginia  26101.  BOMjifwARNER 
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Big  Market,  Big  Stores:  Yesterday's  tiny  corner  record  shops  have  grown  into  1 5,00Osquare-foot  supermarkets. 


The  Gorillas  Are  Coming 

In  the  $3-billion  pop  record  jungle,  a  gorilla  is  a  big  seller.  Oldtimer 
CBS  and  newcomer  Warner  rule  the  jungle  now.  Tomorrow?  Who  knows? 


The  new  word  in  the  recorded-music 
industry  these  days  is  "gorilla."  It  stands 
for  a  phenomenon  of  Kong-like  scale. 
Here  s  the  latest  example  of  a  gorilla, 
and  the  biggest  one  thus  far:  One  day 
toward  the  end  of  this  year,  one  record 
album  will  reach  sales  of  15  million 
copies,  an  achievement  unmatched  in 
the  100  years  since  Edison  invented  the 
phonograph.  At  an  average  retail  price  of 
about  $10  (suggested  list  price  for  the 
two-record  package,  $12.98),  the  sound- 
track from  the  movie  Saturday  Night 
Fever  will  gross  $150  million  for  retail- 
ers. For  its  distributor,  the  Dutch-Ger- 
man Polygram  B.V.,  revenues  from  this 
album  will  probably  exceed  $100  mil- 
lion. (Last  year  the  Polygram  group  did 
$900  million  in  sales  worldwide.)  And  for 
the  producer  of  the  album  (and  the  mov- 
ie), Australian  promoter  Robert  Stig- 
wood's  RSO  Group,  pretax  earnings 
from  the  album  alone  will  come  to  nearly 
$.50  million. 

SWF  is  a  gorilla,  a  new  scale  of  possi- 
bilities for  the  record  business.  Though 
gorillas  and  even  baboons  are  hard  to 


bring  forth,  there  are  more  of  them  all 
the  time.  Last  year  more  than  70  record 
albums  "went  platinum"  (sales  of  1  mil- 
lion copies  or  more,  certified  by  the 
Recording  Industry  Association  of  Amer- 
ica). Since  1976  more  than  15  have  sold  3 
million  or  more.  And  a  half  dozen  have 
sold  upwards  of  6  million,  probably  the 
bottom  of  the  gorilla  category.  They  in- 
clude Songs  In  The  Key  Of  Life  by  Stevie 
Wonder,  Come  Alive  by  Peter  Framp- 
ton,  Hotel  California  by  the  Eagles,  and 
Rumours  by  Fleetwood  Mac.  Rumours, 
the  number  two  all-time  seller,  is  still  in 
the  top  100  after  more  than  a  year  on  the 
charts  of  the  industry  weeklies  that  rank 
sales  and  has  sold  over  9  million  copies 
domestically. 

Just  to  put  all  this  in  perspective,  the 
smallest  of  the  platinums  means  upwards 
of  $5  million  at  retail.  Records  are  where 
the  big  money  is  at  in  the  entertainment 
business  these  days. 

Like  the  go-go  1960s  on  Wall  Street, 
there  seems  to  be  no  end  to  the  upward 
trend  of  the  record  industry.  Its  once 
sharply   compartmentalized    markets — 


rock'n  roll,  easy  listening,  jazz  and  the 
rest — seem  to  be  merging  into  the  mid- 
dle of  the  road.  And  its  once  greatest 
terror — that  its  audiences  would  grow 
old  and  stop  buying  records,  as  their 
parents  did — has  all  but  evaporated,  ac- 
cording to  a  market  survey  by  CBS  last 
year  and  a  bigger  one  released  this  year 
by  Warner  Communications,  Inc.  Both 
studies  confirmed  what  industry  insiders 
have  known  for  years:  that  record  buyers 
keep  buying  when  they  pass  their  teens. 
If  they  keep  it  up  into  their  30s,  the 
reasoning  goes,  why  not  into  their  40s 
arid  on  into  dotage? 

A  more  homogeneous  marketplace  has 
emerged,  where  black  rhythm-and- 
blues,  white  country-and-western,  Tex- 
Mex,  disco,  Laurel  Canyon,  Bakersfield 
country,  heavy  metal,  rock  n'  roll  and 
every  other  term — even  jazz — that  once 
defined  a  sound,  a  style,  an  ethnic  pref- 
erence, have  begun  to  fuse.  More  people 
buy  more  records,  but  they  buy  more  of 
the  same  kind.  With  fully  refundable 
returns  running  as  high  as  80%  for  some 
labels,  the  risks  would  still  seem  to  be  as 
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Supermogul  In  The  Land  Of  Opportunity 


THE  executive  offices  of  the  Stigwood  Group  are  in  the 
old  General  Motors  Building  overlooking  New  York's 
Gentral  Park — housed  in  what  was  GM's  boardroom,  with 
walls  paneled  in  mahogany,  floors  of  Italian  marble,  fur- 
nished with  antiques  like  a  15th-century  Flemish  mar- 
quetry chest  and  similar  trinkets. 

That's  the  image  RSO  Records  Chairman  Robert  Stig- 
wood likes  to  cultivate:  Olympian  grandeur.  Solid  and 
conservative.  Old  money. 

In  a  way,  Stigwood's  magnificent  offices  are  one  of  his 
most  successful  promotions.  For  while  he  has  money 
flowing  like  Niagara,  it's  far  from  old.  In  fact,  the  44-year- 
old  expatriate  Australian  set  up  shop  in  the  U.S.  only  in 
mid-1976  with  his  partner,  Polygram  B.V.  Records  (con- 
trolled by  the  European  consortium  of  Siemens  and  Phil- 
ips). Since  then  he  has  turned  a  freewheeling  collection  of 
tours  and  shows  (like  Jesus  Christ  Superstar),  RSO  Rec- 
ords (the  Bee  Gees)  and  films  into — to  use  the  trade 
vernacular — a  gorilla  of  an  organization. 

So  rapidly  has  Stigwood  grown  that,  according  to  RSO 
Group  President  Fred  Gershon,  "Robert's  operations  will 
gross  around  $300  million  this  year — and  that's  a  very 
conservative  estimate." 

Look  at  what  Stigwood's  into,  and  you  can  see  why: 
films  like  Saturday  Night  Fever  and  Grease,  and  music, 
rock  tours  and  records  tied  in  with  them — the  Bee  Gees 
SNF  record  album  alone  has  already  brought  in  $100 
million  in  revenues  this  year. 

How  do  you  go  up  so  fast?  Stigwood  doesn't  talk  to  the 
press  these  days.  But  Fred  Gershon  put  it  accurately 
enough:  "Bob  Stigwood  understood  better  than  anyone 
else  that  you  could  take  a  musical 
vehicle  and  build  on  it  by  pro- 
moting the  music  so  that  it  got 
better  known  than  the  play  or 
movie."  A  pioneer  in  rock  pro- 
motion, Stigwood  correctly  per- 
ceived the  depth  of  the  changes 
in   the   nation's  entertainment 
habits  caused  by  contemporary 
pop  music  and  its  power  to  drag 
everything  else  along  with  it. 

Stigwood  started  with  a  small- 
ish company  in  Britain,  where  he 
had  such  successes  as  the  rock 
opera  Tommy,  managed  groups 
like  the  Bee  Gees  (then  far  from 
superstars)  and  produced  Jesus 
Christ  Superstar.  But  his  U.K. 
success  was  peanuts  compared 
with  the  vast  U.S.  entertainment 
market  he  saw.  The  problem  was 
to  get  the  business  out  from  un- 
der Britain's  taxes.  Stigwood  had 
gone  public  in  1970  but  his 
shares  had  been  down,  up  brief- 
ly, then  way  down.  He  made  a 
deal  with  Polygram  to  buy  all 
RSO's  stock  at  $1  a  share,  some- 
what above  the  market  price, 
then  set  up  a  new  company  in 
the  U.S.  with  Stigwood  in  com- 
mand. The  deal  cost  Polygram 
over  $8  million,  of  which  $1.5 
million  went  to  Stigwood.  Ger- 
shon insists,  "It  was  a  fair  deal 


Stigwood  Group's  Stigwood:  Hype  pays  off; 
he's  now  building  an  estate  in  Bermuda  to 
match  his  palatial  headquarters  in  New  York. 


with  full  disclosure.  Everyone  was  satisfied.  " 

In  any  event,  Stigwood  and  Polygram  became  partners 
in  RSO  America  with  Stigwood  putting  up  a  little  cash, 
ultimately  getting  control  and  half  the  equity  in  the  com- 
pany. Polygram  handles  distribution  for  RSO  Records  and 
shares  in  his  other  ventures. 

Stigwood  plunged  into  the  U.S.  market  with  a  shrewd 
and  shabby  venture.  For  $.500,000  he  bought  the  negative 
to  a  quickie  Mexican  exploitation  movie  called  Survive,  a 
knockoff  of  the  Alive!  adventure  saga  about  cannibalism 
among  survivors  of  a  Chilean  plane  crash.  Stigwood 
dubbed  English  dialog,  added  some  stock  footage  and  a 
new  score.  Total  investment:  $800,000.  Stigwood  and  a 
partner,  artist  manager  Alan  Carr,  eventually  grossed  $10 
million  in  six  weeks  of  summertime  theater  bookings  and 
some  inspired  promotional  blurbs  in  screaming  red  letters 
using  this  tasty  caveat:  "Warning!  Scenes  of  cannibalism 
may  be  too  vivid  for  certain  moviegoers." 

But  Stigwood's  greatest  triumph  has  been  high-class  by 
comparison.  In  1976  he  saw  a  story  in  New  York  maga- 
zine about  a  young  Brooklyn  blue-collar  worker  who 
came  alive  only  at  the  discos  on  Saturday  night.  Stigwood 
decided  it  would  make  a  good  movie.  He  bought  the 
rights;  he  put  up  the  first  $2.5  million  for  production  (and 
eventually  laid  it  off  to  Paramount,  who  reimbursed  him 
and  paid  him  another  $1  million  for  the  distribution 
rights).  Paramount  spent  additional  millions  to  promote 
it — in  return  for  a  little  less  than  60%  of  the  profits. 
Stigwood  got  his  old  group,  the  Bee  Gees,  to  compose 
and  record  half  a  dozen  songs,  and  signed  rising  John 
Travolta  to  star  in  Saturday  Night  Fever.  Virtually  all  the 
record  revenues  go  to  Stigwood. 

Meanwhile,  Alan  Carr  offered 
Stigwood  a  half  interest  in  the 
movie  rights  to  the  Broadway 
musical  Grease.  The  film  came 
in  cheap,  at  about  $3  million. 
Now  Paramount  has  mounted  a 
promotional  blitz  that  may  cost 
as  much  as  $3  million.  The  two- 
record  Grease  album  has  already 
sold  2  million  copies,  thanks  to 
such  stunts  as  sending  "switch- 
blade" combs  to  disc  jockeys. 

Stigwood  and  Carr  get  along 
today  like  cobra  and  mongoose, 
but  the  partnership  goes  on. 

Coming  soon  is  Stigwood's 
Sgt.  Pepper's  Lonely  Hearts 
Club  Band,  with  Beatles'  music 
but  with  the  Bee  Gees  starring. 
It  opens  next  month  at  Radio 
City  Music  Hall  for  a  one-night 
charity  benefit  preview  that  will 
cost  $250,000.  In  the  U.K.,  Stig- 
wood has  the  rock  opera  Evita, 
based  on  the  life  of  Eva  Perdn. 
For  that,  he's  already  thrown 
three  "charity"  benefits  attended 
by,  among  others,  members  of 
the  Royal  Family. 

And  that's  the  way  it  goes. 
The  music  hypes  the  movie,  the 
movie  hypes  the  music.  Every- 
body gets  rich.  Especially  Bob 
Stigwood. 
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great  as  they  ever  were.  But  a  gorilla  can 
carry  the  weight  of  a  lot  of  losers. 

What  this  means  is  that  either  you  hit 
it  big  or  you  don  t  hit  it  at  all,  because 
there  are  no  longer  the  specialized  mar- 
kets to  support  a  small  hit. 

The  problem  is  that  however  lucrative 
from  a  purely  economic  standpoint  a 
multimillion-seller  may  be,  promotion 
costs  can  be  enormous.  And  the  buildup 
can  take  months.  That  means  that  mar- 
ginal producers  without  big  financial  re- 
sources stand  little  chance  of  hitting  the 
top.  And  even  some  of  the  best-heeled 
companies  in  the  entertainment  world — 
including  RCA,  ABC,  MCA,  EMI,  Unit- 
ed Artists  (formerly  a  Transamerica  sub- 
sidiary)— have  found  that  money  alone 
won  t  do  the  job. 

Despite  the  problems  of  these  compa- 
nies, the  industry  itself  has  never  done 
better.  In  1976  records  clearly  outsold 
movie  tickets.  Total  retail  record  sales 
hit  $2.7  billion  compared  to  $2  billion  for 
movie  admissions,  making  music  the  na- 
tion's second  biggest  entertainment  in- 
dustry, after  television.  Last  year  total 
record  sales  easily  exceeded  $3  billion. 

Back  in  1947,  the  last  "normal"  year  of 


the  traditional  record  industry  before  the 
advent  of  long-playing  records,  stereo 
and  rock  n  roll,  total  domestic  sales  ran 
to  $224  million,  mostly  in  die  hands  of 
RCA  and  CBS.  Classical  music  sales  ac- 
counted for  25%  of  the  total,  compared 
with  only  5%  these  days  (though  Vladi- 
mir Horowitz  performance  of  Rachman- 
inoff" s  Third  Piano  Concerto  for  RCA 
was  No.  102  on  the  Billboard  chart  last 
month  and  climbing  fast).  Warner,  with 
the  biggest  share  of  the  record  album 
market  in  1977  (over  23%),  didn't  even 
exist  in  1947.  CBS  does  19%  now,  Poly- 
gram, 14%.  Other  significant  companies' 
shares  include  RCA,  7%,  A&M,  7%  and 
Capitol,  7%. 

Outsiders  may  know  little  more  about 
the  industry  than  occasional  scandals  in- 
volving payola  to  radio  station  disc  jock- 
eys, cocaine  and  instant-millionaire  star 
performers  studying  Oriental  philos- 
ophy. But  people  in  the  business  know 
that  it  is  a  business  and  that,  these  days 
at  least,  intelligence,  business  sense, 
marketing  and  market-sensitive  com- 
mercial taste  are  the  edge  that  the  gorilla 
owners  have  had.  What's  more,  the  rec- 
ords at  the  top  of  the  heap,  without 


exception,  are  the  work  of  skilled  veter- 
an performers  who  have  split,  come 
back,  changed  people  and  styles,  and 
have  known  success  before. 

Lately  the  business  has  come  to  look 
something  like  the  automobile  industry. 
Three  major  groups  dominate  virtually 
every  segment  of  the  domestic  market: 
Warner  Communications  Warner  Bros. , 
Elektra-Asylum  and  Atlantic,  with  many 
affiliated  labels;  CBS,  with  the  Epic  la- 
bel, among  others;  and  Polygram,  the 
newest  foreign  entrant,  with  a  label  of  its 
own — Mercury — and  two  recently  ac- 
quired partnerships  with  successful  in- 
dependents, RSO  and  Casablanca.  The 
big  three  are  getting  some  60%  of  the 
sales  that  get  on  the  charts.  The  rest  goes 
to  a  swarm  of  companies,  mostly  divi- 
sions of  majors,  along  with  established 
independents.  The  biggest  of  the  latter 
are  A&M  Records  (which  got  its  stake 
from  an  unprecedented  series  of  best- 
sellers in  the  1960s  by  cofounder  Herb 
Alpert  and  the  Tijuana  Brass),  with  sales 
around  $100  million,  and  Motown  Indus- 
tries (which  has  been  scoring  consistent- 
ly with  black  acts  such  as  the  Supremes, 
Diana  Ross  and  Smokey  Robinson  that 


If  It's  Too  Risky  For  Citicorp,  We'll  Do  It 


"An  unknown  group  couldn't  walk  into  Citibank  and  get  a 
loan  if  they  tried  to  use  their  talent  as  collateral,  "  says  Steve 
Leber,  rolling  along  in  his  ruby-red  Mercedes-Benz. 
Leber,  an  accountant,  is  the  36-year- 
old  producer  half  of  Leber-Krebs, 
Inc.,  a  rock  management  team  which 
handles  15  acts  with  names  like 
Bootsy's  Rubber  Band  and  Parlia- 
ment/Funkadelic.  "But  we  re  willing 
to  be  the  banker  for  the  artist,  since 
initially  they  can't  afford  to  pay  their 
roadies  [traveling  stage  hands]  or 
their  backup  musicians.  "  For  money- 
lending — and  staging  their  acts — 
Leber  and  Krebs  take  up  to  25%  of 
the  artist's  gross. 

For  Rex,  one  of  their  fledgling 
groups,  Leber  and  Krebs  have 
shelled  out  $300,000  over  the  last  two 
years.  The  managers  hope  to  recoup 
the  investment:  Group  leader  Rex 
Smith  is  filming  a  made-for-TV  rock 
movie;  an  album  will  be  spun  off.  If 
Rex  scores,  the  band  will  start  repay- 
ing Leber  and  Krebs  that  $300,000. 

But  Leber  and  Krebs  have  already 
cashed  in  on  other  multimedia  pro- 
motions. They  left  jobs  at  the  William 
Morris  Agency  in  1972  when  the  Stig- 
wood  Group  decided  Morris'  10%  fee 
for  handling  the  U.S.  touring  compa- 
nies of  Jesus  Christ  Superstar  was  too 
high.  Leber  and  Krebs  went  indepen- 
dent and  undercut  their  former  em- 
ployer. That  five-year  gravy  train  is 
still  rolling  for  the  pair.  They  plowed 
their  $200,000  to  $300,000  a  vear 
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Manager  Leber:  He  and  his  partner  make 
millions  taking  upto  25%  from  groups  like 
Parliament/Funkadelic  and  Aerosmith. 


from  Superstar  into  blasting,  "heavy  metal"  rock  acts. 
Some — like  Aerosmith  and  Ted  Nugent — have  since  turned 
into  multiplatinum  sellers,  pulling  in  nearly  $10  million  a 
year  for  their  managers.  (Leber 
claims  percentages  are  renegotiated 
downward  once  the  original  invest- 
ment is  repaid  and  the  group  is  well 
established.) 

They  have  even  managed  to  cash  in 
on  the  Beatles  with  Beatlemania,  a 
musical  using  unknown  talent  and 
well-known  songs  currently  on 
Broadway.  Originally  financed  by 
CBS  and  promoted  by  Coca-Cola  in 
New  York,  their  show  may  gross  $5 
million  to  $10  million  by  next  year. 
Leber  and  Krebs  have  since  bought 
out  CBS  and  are  now  sole  owners. 

In  Los  Angeles  a  similar  corporate 
sponsorship  deal  for  Beatlemania  was 
worked  out  with  PepsiCo.  And  in 
Chicago,  Lord  &  Taylor,  Jewel  Cos. , 
Pepsi  and  Playback  (a  stereo  chain) 
are  footing  some  of  the  promotion 
bills.  They  hope  a  movie  version  of 
Beatlemania  will  follow. 

Commercial  tie-ins  are  Leber  and 
Krebs'  latest  gimmick.  They've 
formed  a  subsidiary — Music  Media 
Corp. — to  peddle  pop  artists  and  rock 
concerts  to  business  corporations  that 
want  to  reach  young  consumers. 
Boasts  budding  rock  tycoon  Steve 
Leber,  "We  are  going  to  accomplish 
what  National  Student  Marketing 
tried  to  do."  Remember  NSM?  Not 
much  of  a  model. 
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have  been  selling  to  black  and  white 
buyers  for  years),  with  more  than  $50 
million  in  record  volume. 

After  100  years,  the  record  business 
seems  to  be  passing  out  of  the  cottage 
industry  stage.  That  seems  certain  to 
bring  further  consolidation.  United  Art- 
ists sold  its  record  business  to  its  manag- 
ers. ABC  sold  its  distribution  organiza- 
tion to  an  independent  and  will  distrib- 
ute through  outside  organizations.  But 
the  economics  of  big  hits  keeps  everyone 
in  the  industry  trying,  with  Columbia 
Pictures  Industries  using  the  Arista  label 
these  days  and  Bertelsmann,  the  Ger- 
man publisher  that  controls  Bantam 
Books,  launching  its  Ariola  label  in  the 
U.S.  in  1975. 

While  foreign  companies  like  Poly- 
gram and  EMI  (through  its  subsidiary, 


Capitol)  have  moved  into  the  U.S.  mar- 
ket, CBS,  Warner  and  BCA  have  been 
moving  even  faster  to  cash  in  on  the 
burgeoning  overseas  record  market, 
which  is  every  bit  as  large. 

The  temptation  to  take  a  chance  in  this 
big  crap  game  is  great,  maybe  even 
greater  than  ever.  But  so,  too,  are  the 
costs.  Consider  this:  In  1976,  19  labels 
that  distributed  through  independent 
warehousing  and  marketing  organiza- 
tions showed  up  on  one  chart  of  the  top 
100  singles;  last  year  the  number  was 
down  to  13.  What  it  means  is  that  the 
three  giants  and  those  independent  com- 
panies that  operate  their  own  distribu- 
tion outposts  have  increased  their  share 
of  the  market — to  87%  from  81%  in 
about  two  years. 

The  companies  most  likely  to  succeed 


are  those  that  have  the  best  hold  on  the 
entire  marketing  chain  down  to  the  con- 
sumer, starting  with  their  own  distribu- 
tion branches.  These  units  receive  the 
records  from  pressing  plants,  warehouse 
them  till  they  are  ordered  by  big  retail- 
ers, rack-jobbers  and  other  subdistribu- 
tors, and  handle  the  promotion  activities 
with  radio  stations,  discotheques  and  the 
local  press.  If  you  don't  have  enough 
business  volume  to  justify  the  cost  of 
your  own  distribution  system  you  have 
alternatives,  none  of  them  quite  as  good. 

There  are  good  independent  distribu- 
tors, but  they  carry  the  products  of  more 
than  one  company,  so  there's  a  lot  of 
competition  for  the  time  of  promotion 
people,  the  collection  department  and 
other  support  services.  The  advantage  of 
your  own  system  is  that  there  are  none  of 


They  Were  Maulin'  Her  Man 


Back  in  the  early  Seventies,  songwriter,  rock-singer  Billy 
Joel,  now  29,  and  his  friend  Elizabeth,  30,  were  floating 
around  the  California  rock  scene.  Life  seemed  pretty  grim. 
Even  when  Billy  was  signed  with  a  production  company  and 
had  a  contract  with  CBS,  his  album  Piano  Man — which  sold 
nearly  a  million  records — netted  him  only  $7,763,  accord- 
ing to  Elizabeth,  now  Mrs.  Joel.  She  currently  runs  seven 
Billy  Joel  companies,  which 
should  gross  $10  million  this 
year.  Home  Bun  Systems,  the 
umbrella  corporation,  will  take 
in  some  $4  million  just  from  Bil- 
ly's latest  album,  The  Stranger. 
Other  businesses  are  in  manage- 
ment, music  publishing,  video 
and  magazine  publishing. 

"When  we  started  to  live  to- 
gether, I  wasn't  even  sure  if 
Billy  was  talented.  I  thought  I 
might  have  to  support  him.  I 
was  in  love,"  muses  the  frank 
Elizabeth  Joel.  But  romance,  it 
turns  out,  wasn't  enough  for 
her.  While  Elizabeth  was  watch- 
ing Billy's  career  being  mishan- 
dled, in  her  opinion,  she  was 
taking  courses  at  UCLA's  Grad- 
uate School  of  Management. 
She  didn't  finish,  but  she 
learned  enough.  She  spent 
three  years  extricating  her  hus- 
band from  existing  contracts. 
"From  the  day  he  signed,"  Eliz- 
abeth claims,  "CBS  was  on  one 
end,  Billy  on  the  other,  and  the 
previous  production  commit- 
ment was  in  the  middle.  The 
person  in  the  middle  seemed  to 
be  taking  all  the  money  and 
making  the  decisions." 

Elizabeth's  first  move  was  to 
take  charge  of  the  books.  She 
remembers  coming  home  from 
her  job  in  video  and  falling 
asleep  over  the  payroll  at  4:30  in 
the  morning.  But  the  manage- 


Elizabeth  And  Billy  joel 

she  makes  the  deals  and 
nobody  should  try  to  pu 


ment  firm  was  still  hanging  in  there,  meddling  in  the  next 
album,  Turnstiles. 

"Everything  that  was  done  on  the  Turnstiles  album  ...  I 
watched  it  go  down  the  tubes  [only  200,000  albums  sold  at 
the  time]  and  I  guess  I  did  it  on  purpose,"  she  concludes.  "I 
was  sick  of  having  Billy's  lawyers  call  and  ask  for  advice  at 
midnight  and  then  hearing  it  be  their  idea  the  next  day. 

Eventually,  Elizabeth  started 
a  lawsuit  to  free  Billy  of  his  prior 
commitment.  "I  didn't  need  any 
brains.  I  just  needed  people  to 
go  through  the  morions.  And  all  I 
needed  was  a  lawyer  to  stamp  in 
'New  York  State  Bar.'  "  At  the 
same  time  she  was  firing  Billy's 
management,  who  she  felt  were 
taking  advantage  of  him.  "They 
called  with  a  tour  for  Billy  with  a 
booking  at  the  Nassau  Coliseum 
where  he  opened  for  the  Beach 
Boys.  They  consented  to  pay  him 
$2,000.  I  told  the  guy  on  the 
phone,  'Go  to  hell,  you're 
fired.  "  In  September  Billy  Joel 
will  again  start  a  tour.  This  time, 
with  Elizabeth  running  the 
Home  Run  booking  agency,  Joel, 
who  will  appear  before  a  million 
fans,  may  gross  $3  million. 

The  new  album,  The  Stranger, 
has  been  on  the  charts  for  37 
weeks,  went  triple  platinum  and 
is  selling  100,000  albums  a  week. 
Billy,  with  a  new  contract,  col- 
lects over  $1  a  record  from  perfor- 
mance and  songwriting  royalties. 
.  "This  is  a  business,"  asserts 
Elizabeth.  "People  never  ex- 
pected me  to  be  as  smart  as  I 
was,  and  they  would  be  totally 
frank  because  they  didn  t  realize 
I  was  building  my  empire.  They 
taught  me  that  money  is  the  bot- 
tom line  of  everything.  It's  an 
actual,  factual  scale  of  how  to  see 
things." 


:  He  makes  the  music, 
keeps  the  books — and 
sh  her  around. 
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these  conflicts  of  interest.  And  that  is 
especially  important  now  that  the  most 
effective  record  promotion  involves  con- 
centrating major  effort  on  a  single  album 
to  turn  it  into  a  gorilla. 

Clive  Davis,  ousted  head  of  CBS  Rec- 
ords, who  took  over  as  president  of  Co- 
lumbia Pictures'  Arista  Records,  says: 
"With  branch  distribution,  you  get  a 
higher  price  for  your  product  because 
your  first  sale  isn't  at  a  distributor  price. 
It's  at  a  higher,  rack-jobber  price.  The 
CBS  branch  system,  when  I  was  there, 
was  expected  to  make  a  profit. 

But  branches  work  no  magic.  What 
happens  when  you  don't  have  enough 
business  to  support  your  own  distribu- 
tion was  demonstrated  when  ABC  finally 
gave  up  and  sold  its  branches.  In  the  last 
three  years,  ABC's  record  business  lost 
$64  million  pretax  on  an  average  annual 
volume  of  $160  million. 

One  of  the  most  immediate  effects  of 
having  a  small  market  share  is  that  you 


may  not  get  paid  as  quickly  by  wholesal- 
ers and  retailers  as  the  giants,  so  your 
money  costs  more.  David  Geffen,  a  tal- 
ent manager  who  created  Asylum  Rec- 
ords from  his  client  list  and  then  sold  it 
to  Warner,  puts  it  succinctly:  "Aside 
from  Warner  and  CBS,  everyone  else 
has  to  increase  their  market  share  to  get 
paid.  A  retailer  has  got  to  pay  Warner 
and  CBS  first.  Because  if  they  cut  you  off 
for  not  paying,  you  lose  45%  of  your 
merchandise.  But  if  a  retailer  is  cut  off  by 
United  Artists,  he  only  loses  maybe  5%. 
So  they  are  the  last  to  get  paid." 

The  biggest  money  problem  stems 
from  the  costs  of  creating  and  supporting 
a  best-selling  record.  For  years,  the  in- 
dustry lived  off  airplay,  the  "free"  plays  of 
new  records  on  disc  jockey  shows.  In  the 
early  days,  the  process  often  involved 
simply  giving  money  to  DJs  and  program 
directors.  If  consumers  buy  what  they 
hear,  then  it's  worth  a  lot  to  get  a  new- 
record  on  the  air.  And  it  still  costs  a  lot. 


Payola  per  se  may  be  gone  for  now.  But 
the  cost  of  sending  promotion  people 
around  to  hand  out  records  and  make  a 
pitch,  as  well  as  the  price  of  the  food, 
drink,  junkets  and  gifts  that  are  increas- 
ingly a  part  of  new  record  launches, 
means  those  who  have,  get  more. 

But  the  industry  has  also  found  little 
public  resistance  to  price  hikes.  Last 
year,  for  example,  Warner's  decision  to 
raise  prices  "selectively"  from  $6.98  for  a 
one-record  album  to  $7.98  eventually 
became  an  industry  trend.  The  actual 
cost  of  making  an  LP  record  disc,  includ- 
ing recording,  pressing,  jacket,  advertis- 
ing and  promotion,  today  comes  to  about 
$1.35.  These  costs  have  risen  about  50 
cents  per  record  since  the  early  1970s; 
and  series  of  dealer  markups  raised  the 
wholesale  price  per  record  about  $1.25 
on  average.  But  retail  price  tags  have 
gone  up  about  $2. 

Where  has  the  difference  gone?  Partly 
into  artists'  pockets;  they  get  from  50 


Instant  Winner:  Tom  Scholz  And  Boston 


"As  soon  AS  the  Boston  album  sales  shot  past  the  100,000 
mark,  I  went  to  my  superior  at  Polaroid  and  gave  him  my 

notice,"  says  Tom  Scholz,  who   

was  then  a  29-year-old  senior  en- 
gineer in  conceptual  product  de- 
sign at  Polaroid,  producer  of  the 
Land  instant  camera. 

A  rash  move  on  the  part  of  the 
M.I.T.  graduate-turned-musi- 
cian (Scholz  plays  lead  guitar)? 
After  all,  Scholz  appeared  to 
have  a  promising  future  at  Polar- 
oid; he  was  earning  about 
$25,000  a  year.  Yet  here  was  the 
leader  of  a  relatively  unknown, 
unproven  act,  burning  his  ships. 

However,  Scholz'  manager, 
Paul  Ahern,  and  people  like 
Lennie  Petze  at  Epic  Records  (a 
CBS  division)  thought  the  group 
had  a  sound  that  would  sell.  Bos- 
ton already  had  a  hit  single, 
"More  Than  A  Feeling,"  bullet- 
ing  up  the  charts. 

Epic  had  put  up  front  money 
for  concert  tours  before  the  al- 
bum was  released  so  the  group 
could  get  its  own  act  together.  It 
worked.  A  year  after  the  album 
was  released,  Boston  sold  6  mil- 
lion copies. 

Scholz  had  spent  years  putting 
together  his  tunes,  recording 
them  over  and  over  until  they 
sounded  right.  He  even  bor- 
rowed money  from  his  mother 
and  made  tapes  he  tried  to  sell  to 
every  record  company.  Says 
Scholz,  "I'd  cut  a  half-dozen 
tapes  and  figured  if  I  couldn't  sell  Boston  In 
one  this  time,  I  was  going  to  give  age  of  31 
up."  But  that  last  tape  was  heard  Polaroid- 


by  Ahern,  who  liked  what  he  heard  and  called  Lennie 
Petze  to  listen  to  it  over  the  phone.  Petze  signed  Scholz  to 
  a  contract.  Scholz  and  his  advis- 
ers decided  that  he  should  ex- 
pand his  act  into  a  group,  and 
Boston  was  born. 

Scholz  denies  suggestions  he 
composed  with  numbers  and  a 
computer.  He  blames  "some  of 
the  advertising  done  by  Epic, 
which  I  strenuously  objected  to. 
They  used  the  slogan,  'Better 
Music  Through  Science.'  That 
left  the  wrong  impression.  It  had 
nothing  to  do  with  science." 

Scholz  is  determined  to  prove 
his  hit  wasn't  just  a  lucky  one- 
shot.  His  second  album  is  about 
to  come  out,  but  there  have  been 
production  delays.  Thus,  the 
group  has  had  to  postpone  sever- 
al lucrative  tour  engagements. 

Meanwhile,  Epic  may  be  bit- 
ing its  fingernails  about  the  new 
album's  prospects,  but  Scholz 
thinks  they  shouldn  t  worry.  He 
claims  Boston's  first  album 
brought  in  "close  to  25%  of  that 
labels  earnings  for  that  year." 
But  if  it  bombs,  Scholz  should 
still  be  able  to  pay  his  bills.  He's 
well  on  his  way  to  becoming  a 
millionaire  and  the  owner  of  a 
modern  $125,000  recording  stu- 
dio, which  he  uses  to  cut  his 
tapes  and  can  rent  out  to  other 
artists.  Says  Scholz,  "What  be- 
gan as  a  hobby  started  to  become 
an  obsession  with  me.  I  had  al- 
ways worked  hard  to  get  through 
M.I.T.  and  then  at  Polaroid.  But 
I  found  I  was  dissatisfied." 


c  II. 


Action:  How  to  make  it  big  at  the 
Study  hard  at  M.I.T.,  work  hard  at 
-then  start  your  own  rock  group. 
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cents  to  $1  per  disc  sold,  depending  on 
how  well  they  sell  and  negotiate  (there 
are  no  standard  contracts  in  this  indus- 
try). And  partly  to  record  companies 

Everybody  has  heard  about  the  big 
money  that  goes  to  kid  guitar  players, 
agents,  managers  and  lawyers.  And  a  lot 
more  goes  for  the  expenses  of  touring, 
equipment,  go-fers  and  hangers-on  of 
various  types.  But  when  a  group  oi  tour 
performers  plus  an  arranger  takes  in 
even  50  cents  apiece  on  a  I  million  re- 
cord sale,  that  comes  to  $500,000  for  a 
few  months  work.  If  the  group  composes 
its  ow  n  material,  as  many  do,  it  gets  still 
more  money  from  royalties  and  publish- 
ing rights.  And  if  other  performers  re- 
cord its  songs,  it  gets  another  few  pen- 
nies for  each  record  that  group  sells. 

A  major  record  promotion  effort  can 
cost  up  to  $1  million  for  radio  spots,  even 
television  if  the  potential  volume  seems 
to  warrant  it.  But  a  lot  ot  ac  ts  get  most  oi 
their  sales  from  appearances.  Kiss,  an  act 
that  features  ordinary  music,  weird  cos- 
tumes, such  stage  effects  as  vomiting 
fake  blood  and  eating  lire,  is  nothing  it 
not  visual.  The  group  fills  big  spaces 
wherever  it  goes,  which  makes  money 
for  tour  promoters.  But  Casablanca,  its 
record  company,  may  spend  anywhere 
from  $250,000  'to  $750,000  to  back  the 
tour  with  record  promotion  as  the  group 
moves  from  arena  to  arena.  Such  expen- 
ditures pay  off  for  an  act  like  Kiss.  But 
even  acts  that  depend  on  sound,  not 
sight,  can  spend  several  hundred  thou- 
sand dollars  in  routine  out-of-pocket 
costs  of  promotion. 

Consumers,  for  the  most  part,  don't 
buy  labels  or  companies;  they  buy  per- 
formers and  sounds.  But  performers  do 
care-  about  labels  and  image,  especially 
when  they  begin  to  sell  well.  The  rela- 
tionship between  artists  and  companies 
is  finally  determined  by  bargaining  pow- 
er. The  bigger  the  act,  the  more  likely  it 
is  to  feel  its  own  power  and  to  make 
demands  on  the  time,  money  and  people 
of  its  recording  company.  And  compa- 
nies, just  as  often,  attempt  to  sell  their 
special  promotion  efforts  to  prospective 
artists.  Last  year,  for  example,  Elektra- 
Asylum  ran  ads  in  the  trade  press  aimed 
at  signing  more  talent.  They  were  head- 
lined "38  Promotion  People,  32  Record- 
ing Artists. 

The  profusion  of  record  labels — not 
companies — is  another  aspect  of  artist 
relations.  Though  many  of  these  labels 
represent  tax-shelter  companies,  others 
are  there  because  stars  want  to  control 
even  thing  from  the  name  of  their  label 
to  the  design  of  the  album  cover.  Ego 
trips  are  part  of  the  cost  of  doing  busi- 
ness in  an  industry  that's  full  of  young 
stars  with  identity  crises. 

For  the  big  companies,  signing  tal- 
ent— new  or  established — is  an  almost 
routine  activity.  Nobody  wants  to  de- 
pend on  a  small  number  of  acts.  Why? 


Because  the  Beatles  split  and  stars  like 
Janis  Joplin,  Jimi  Mendrix,  Mama  Cass 
Elliott,  Jim  Morrison,  Otis  Redding  and 
countless  others  overdose  on  drugs, 
crash  in  planes  or  smash  up  motorcycles. 
Still  others,  looking  for  hand-holding, 
move  around  or  try  to  hold  up  the  com- 
pany at  renewal  time.  Or  they  turn  cold 
and  stop  selling. 

So  the  strong  companies  send  their 
top  executives  out  to  concerts  and  tiny 
showcase  clubs  to  hear  who  is  coming 
along.  Even  the  most  business-oriented 
top  managers — Mo  Ostin  at  Warner 
Bros.,  Bob  Summer  at  RCA,  Clive  Da- 
vis, even  an  elder  statesman  like  Atlan- 
tic s  Ahmet  Ertegun — listen  to  and  sign 


McCartney  In  Concert:  What's  an  ex- 
Beatle  worth?  The  impresario  of  Wings 
reportedly  thinks  $20  million. 


new  acts.  It  is  all  merchandise,  and  any- 
bo(l\  who  has  been  in  the  trade  lor  any 
length  of  time  know  s  that  talent  turnover 
is  as  much  a  part  of  the  business  as 
w  arehouses  lull  of  unsold  records. 

Signing  the  biggest  money  deal  is  an- 
other source  of  friction  in  the  industry. 
The  Rolling  Stones  wanted  a  contract 
bigger  than  Stevie  Wonder  got  from  Mo- 
town. Now  Paul  McCartney  reportedly 
wants  the  biggest  of  all  pacts  for  his 
Wings  group.  He  is  reportedly  looking 
for  $20  million  from  EMI's  Capitol.  As  a 
superstar.  McCartney  will  probably  get 
what  he  wants  from  somebody.  But  con- 
tract figures  are  almost  never  divulged, 
so  nobocK  is  ever  sure  how  much  any- 
bocK  gets. 


These  superdeals  usually  involve  more 
hyperbole  than  reality,  because  what- 
ever figure  is  leaked,  it  will  almost  cer- 
tainly be  somewhat  fictional.  Typically 
such  contract  figures  refer  to  nonreturn- 
able  advances  payable  on  delivery  of  lin- 
ished  recordings.  And  if  an  artist  misses 
a  delivery  date,  he  usually  goes  on  sus- 
pension until  he  comes  up  with  a  record. 
A  $20-million  deal  for  McCartney  would 
be  sure  to  earn  back  most  of  the  money  if 
he  fulfills  the  contrac  t  and  brings  in  the 
required  number  of  records.  Even  if  he 
doesn't,  the  volume  the  records  generate 
will  go  a  long  way  toward  covering  the 
cost  of  running  the  company's  marketing 
apparatus. 

For  a  generation,  the  U.S.  record 
business  was  dominated  by  RCA  and 
CBS,  with  a  few  barely  perceptible  inde- 
pendents like  Capitol.  The  Beatles 
turned  Capitol  into  a  major  company 
during  the  1960s,  and  RCA  relied  too 
heavily  on  the  phenomenal  sales  of  Elvis 
Presley  .  CBS  came  late  to  modern  pop 
music,  figuring  rock  would  go  away  dur- 
ing the  days  when  Mitch  Miller,  the 
onetime  symphonic  oboist,  ran  the  busi- 
ness. But  CBS  had  the1  money  to  build  a 
powerful  distribution  organization  and 
sign  a  lot  of  hot  acts  during  a  brief  period 
in  the  1960s. 

These  day  s,  RCA  has  less  than  10%  of 
the  business,  and  Warner,  which  began 
as  the  by-product  of  a  moldering  movie 
studio,  has  parlayed  acquisitions  and  a 
strong  distribution  system  into  a  giant 
with  worldwide  sales  last  year  of  $532 
million  and  an  operating  profit  of  $84 
million.  CBS,  with  a  bigger  foreign  oper- 
ation, but  with  lower  profits  from  its  own 
pressing  plants  and  a  major  record  club, 
grossed  $767  million  with  $80  million  in 
operating  profit. 

But  anybody  who  thinks  that  this  fi- 
nancial framework  is  carved  in  any  thing 
more  solid  than  whipped  cream  has 
missed  the  point.  It  is  true  that  good 
management,  sound  finances  and  aggres- 
sive marketing  count  for  a  lot  these  days. 
But  luck  is  still  a  major  ingredient  of 
success  in  selling  music  to  a  fickle  public. 

"It's  a  taste  business,"  says  a  veteran 
record  executive.  "And  when  y  ou  re  hot, 
you're  hot.  I  think  our  guys  know  this. 
But  you  never  can  be  sure.  Meanwhile, 
there  are  at  least  1,000  recording  studios 
around  the  country  capable  of  producing 
a  commercial  quality  record.  And  a  hit 
record  can  still  be  made  with  a  guitar  and 
a  voice.  The  emergence  of  stars  like 
Presley  and  the  Beatles  changed  the 
shape  of  the  industry  profoundly. 
There's  nothing  about  the  daily  inven- 
tory printouts  and  the  marketing  surveys 
to  assure  the  industry  giants  that  there's 
not  some  group  of  kids  making  a  first 
record  in  a  converted  gas  station  up  in 
Michigan — around  Ham  tram  ck,  say — 
who  won't  shake  the  industry  to  its  foun- 
dations at  least  one  more  time.  ■ 
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Basics 
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Concentrating  on  basics  has  made  us  a 
billion  dollar  company. 

Basics  like  water.  Crane  pollution  control 
equipment  treats  and  filters  municipal  drinking 
water.  It  removes  contaminants  from  the  process 
water  used  by  industry  and  utility  generating 


for 


stations.  And  a  broad  range  of  Crane  pumps 
valves  move  fluids  and  control  their  flow. 

Basics  like  coal,  iron  ore,  limestone  anc 
dolomite.  Crane's  mines  and  quarries  supply  tl 
raw  materials  that  are  the  basic  ingredients  of 
steel.  The  quality  steel  our  CF&I  Steel  Corporc 


The  foundation  of  Crane's  growth* 


is  into  products  used  by  the  petroleum, 
isportation,  mining  and  construction  industries. 

Basics  like  air.  Virtually  every  commercial 
2nd  military  transport  depends  upon  Crane's 
iputerized  braking  system  for  landing, 
me's  anti-skid  braking  system  will  be  aboard 


NASA's  future  space  shuttle. 

Basics  are  what  we're  all  about.  They  not 
only  have  put  us  at  the  center  of  American  industry 
they  have  made  us  a  growing  and  successful 
company.  Crane  Co.,  300  Park  Avenue,  New  York, 
New  York  10022. 


CRANE 

 ® 

Fluid  and  pollution  control/Steel/Building  products/Aerospace  &  aircraft 


alias  has  come  a  long  way 
since  the  latest 
mail  order  fashions 
came  in  by  mule  train. 


Today,  fashions  are  airfreighted 
rom  Dallas  to  the  rest  of  the  world.  Yet, 
he  city  began  with  none  of  the  transfor- 
ation facilities  that  traditionally  have 
lelped  a  city  grow.  So  it  built  its  own. 

The  result— the  city  that  began 
ittle  more  than  140  years  ago  is  now 
erved  by  the  world's 
nost  modern  airport 
acilities,  extensive 
ail  lines,  and  an 
nterstate  highway 
letwork  that's  the 


envy  of  many  an  older  city. 

From  Dallas,  you  can  now  reach, 
easily  and  quickly,  any  market  in  the 
booming  Southwest.  Or  for  that  matter, 
any  market  in  the  world. 

In  serving  our  clients,  we've 
helped  Dallas  come  a  long  way  since 

the  days  mail  order 
fashions  were  shipped 
by  mule  train.  And 
we've  helped  make 
Dallas  the  distribution 
center  of  the  Southwest. 


Republic 

National  Bank 
is  Dallas. 


A  Republic 
of  Texas 
Company 

Member  FDIC 


The  Future  That 
Never  Came 

When  you  get  the  urge  to  predict 
the  future,  better  lie  down 
until  the  feeling  goes  away. 


It  takes  guts  to  tell  it  like  it  is.  And 
telling  it  like  it  was  is  thankless  drudg- 
ery. But  telling  it  like  it  is  going  to  be  is 
one  of  life's  sweetest  pleasures — espe- 
cially when  the  indulgence  is  elevated  to 
the  level  of  a  public  address.  Unfortu- 
nately, it  can  be  a  dangerous  pleasure.  If 
you  don  t  believe  that,  look  what  yellow- 
ing document  turned  up  recently  in  a 
Forbes  reader's  file  drawer:  an  after- 
dinner  speech  made  in  September  1956 
by  the  late,  distinguished  chairman  of 
RCA,  David  Sarnoff.  It  is  called  "Twenty 
Years  From  Now:  A  Forecast."  Quoting 
a  historian  who  said,  "Often  do  the  spir- 
its of  great  events  stride  on  before  the 
events  ..."  Sarnoff  took  the  opportunity 
of  a  postprandial  slump  at  his  Golden 
Anniversary  banquet  to  describe  for  the 
celebrants  "20  major  developments  like- 
ly to  affect  all  of  us"  in  20  years. 

Well,  20  years  and  more  have  passed, 
and  it  looks  as  if  Sarnoff  underestimated 
the  imponderables.  Some  of  the  then- 
incubating  wonders  he  vouched  for 
were:  Nuclear  energy  widely  used  to 
power  industry,  ships,  trains,  autos. 
Mail  delivered  by  guided  missiles.  Effec- 
tive solar  energy.  A  "crescendo"  of  auto- 
mation through  "cheap  and  abundant 
power."  A  generally  well-fed  world.  Ac- 
curate year-ahead  weather  reports.  Rela- 
tive worldwide  economic  abundance  of 
such  magnificence  that  leisure  time 
would  be  the  most  pressing  problem. 

A  few  of  his  predictions  came  true  but, 
by  and  large,  Sarnoff's  expansive  opti- 
mism was  wide  of  the  mark.  As  the  dust 
lifts  off  the  playing  field  of  life  two  hard- 
fought  decades  after  Sarnoff's  trip  to  the 
mountaintop,  the  question  must  be 
asked:  Can  we  learn  why  such  crystal- 
balling  is  bound  for  failure?  Yes,  we  can. 

For  example,  when  Sarnoff  stuck  to 
areas  that  he  and  RCA  knew  best  he 
didn  t  do  badly.  Television  today  is  com- 
pletely global,  and  color  television  is 
practically  commonplace.  Moreover,  if 
anything,  he  underestimated  the  extent 
to  which  computers  would  assume  the 
burdens  of  complicated  and  tedious  busi- 
ness procedures.  Twenty  years  ago  even 


a  genius  could  not  have  foretold  the  mir- 
acle of  the  silicon  chip. 

Yet  in  other  areas  Sarnoff  jumped  the 
gun.  He  predicted  that  electrolumines- 
cent light,  the  soft  red  glow  that  comes 
off  digital  watches,  would  "change  the 
appearance  of  our  factories,  streets, 
stores,  highways  and  homes.  But  "cold 
light,"  as  it  is  called,  later  proved  ineffi- 
cient for  major  lighting  jobs. 

It  appears  that  he  came  closer  when 
he  predicted  that  "every  form  of  art  and 
entertainment  will  be  readily  accessible 
in  the  home."  For  the  world's  richer 
societies,  at  least,  $15  prerecorded  TV 
discs  will  probably  be  collected  in  home 
libraries  for  play-back  on  $400  TV  hook- 
ups within  five  years.  (There  we  go, 
doing  it  ourselves.) 

But  in  those  areas  where  Sarnoff's  pre- 
dictions ventured  beyond  RCA's  exper- 
tise he  has  come  out  looking  worse  than 
Reggie  Jackson  on  a  bad  day.  In  fact,  to 
extend  the  Jackson  metaphor,  if  Sarnoff 
had  done  his  predicting  in  Detroit  they 
probably  would  have  named  an  Edsel 
after  him.  Rocket-delivered  mail!  Accu- 
rate year-ahead  weather  reports!  The 
downfall  of  Soviet  communism! 

Where  social  and  political  forces  rath- 
er than  technology  were  the  controlling 
factors,  Sarnoff  was  especially  off.  Com- 
munism is  alive  and  well,  if  somewhat 
bumbling,  in  Russia.  Nuclear  power 
proved  technologically  desirable  but  po- 
litically difficult. 

How  could  Sarnoff,  or  anyone  else  in 
1956,  have  foreseen  the  failure  of  the 
American  effort  in  Vietnam  or  the  Arab 
rise  of  OPEC?  Scrapper  that  he  was,  the 
RCA  maximum  leader,  who  died  in 
1971,  probably  wouldn't  have  believed 
how  meekly  we  now  dance  to  the  oil-rich 
Arabs'  tune.  If  some  potentate  with  an 
army  about  as  large  as  the  Nassau  Coun- 
ty Sheriff's  Department  raises  the  price 
of  oil  400%,  we  pay  up.  There's  a  straight 
line  from  Dien  Bien  Phu  to  the  U.S.' 
gaping  oil  deficit.  But  how  could  Sarnoff 
have  guessed  that? 

How  could  he  have  guessed  that  a 
minority  of  environmentalist  extremists 


would  so  master  the  art  of  politics  that 
nuclear  power  development  would  be 
brought  to  a  virtual  halt  in  the  U.S.? 
Who,  in  19.56,  even  heard  of  environ- 
mentalism? 

In  the  area  where  technology  inter- 
sects with  society  and  politics,  Sarnoff 
failed  to  appreciate  that  technology  will 
lag  unless  society  feels  a  great  need  for 
it.  Americans  rejected  the  supersonic 
airliner  because  they  didn't  think  it  filled 
a  gap  the  way  the  jets  did. 

Once  a  basic  need  is  filled,  such  as 
putting  a  telephone  in  nearly  every 
American  home,  innovations  like  tele- 
phone/television hookups  that  allow  a 
caller  to  see  the  person  on  the  other  end 
of  the  line  may  seem  superfluous.  Sar- 
noff, like  a  lot  of  other  futurists,  predict- 
ed that  such  an  invention  would  be  avail- 
able by  1976 — and  he  was  right.  But  the 
AT&T-marketed  innovation  has  failed 
because  Americans  don't  think  they 
need  it  and  won't  pay  for  it. 

But  when  an  innovation  comes  along 
that  can  fill  one  of  the  remaining  few 
vacuums  in  our  way  of  life,  it  draws  all 
the  development  capital  it  needs  to 
grow,  and  makes  fortunes  for  its  pio- 
neers. For  proof  of  that  look  at  the  only 
two  really  successful  predictions  that 
Sarnoff  made — televison  and  computers. 
Both  were  entirely  new,  fundamentally 
fulfilling  inventions  like  the  railroad 
train,  the  car  and  the  telephone.  Two 
hugely  successful  innovations  that  made 
fortunes  filling  secondary  vacuums  (we 
might  call  them  "recreational  vacuums") 
in  American  life  in  recent  years  have 
been  the  fast-food  chains  and  Edwin  H. 
Land's  Polaroid  camera. 

None  of  this  is  meant  to  poke  fun  at 
David  Sarnoff — one  of  the  most  compel- 
ling figures  in  American  business  life  for 
nearly  half  a  century.  It  is  meant  to  point 
to  the  folly  of  being  at  all  certain  about 
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what  the  future  will  bring.  Who  could 
possibly  have  dreamed  two  decades  ago 
that  the  descendants  of  a  ragged  band 
holed  up  in  Cuba's  Sierra  Maestra  moun- 
tains would  one  day  be  rampaging 
through  Africa?  That  Saudi  Arabia  would 
become  the  world's  most  valuable  piece 
of  real  estate?  That  the  technologically 
oriented  Yankees  would  thumbs-down 
nuclear  energy  and  supersonic  flight? 
That  inflation,  not  depression,  would  be- 
come the  industrial  world's  overwhelm- 
ing problem?  Technology,  dear  Mr.  Sar- 
notl,  does  not  work  in  a  vacuum. 

So,  predict  not,  lest  some  paper-sav- 
ing contemporary  dredge  up  your  fore- 
cast 20  years  hence — as  one  Forbes 
leader  did  with  Sarnoff's.  ■ 

More  Misses 
Than  Hits 

Let's  look  at  Sarnoff's  predictions  and 
compare  them  to  what  has  actually  come 
to  pass. 

1)  Nuclear  energy  would  power  indus- 
try and  home  life,  fuel  planes,  trains, 
ships  and  automobiles  Eighteen  years 
after  the  first  U.S.  commercial  nuclear 
plant  was  built  in  Morris,  111.  there  are 
only  65  plants  in  the  U.S.,  producing 
less  than  13%  of  our  electric  power. 

2)  The  use  of  solar  rays  effectively 
harnessed  worldwide.  Until  1973  fossil 
fuels  were  so  cheap,  financing  for  solar 
energy  projects  was  hard  to  come  by. 

3)  Global  television.  Here  Sarnoff  was 
close  to  home  and  right  on  target. 

4)  Rocket-type  vehicles  traveling  5,000 
mph.  Guided  missiles  to  transport  mail. 
Americans  wouldn't  even  buy  the  SST. 

5)  A  "crescendo"  of  automation 
through  cheap  power  that  would  increase 
employment  and  leisure.  Instead  we  have 
crude  oil  at  $12  a  barrel  with  alternatives 
almost  forbiddingly  expensive. 


6)  New  materials  to  meet  any  imagin- 
able need  through  chemical  break- 
throughs. But  polyester  is  a  national  joke 
and  Oiana  was  no  nylon  even  if  there's 
more  plastic  and  adhesives  used  in  auto- 
building. 

7)  Electroluminescent  light  would 
change  the  appearance  of  our  lives.  Not 
yet  anyhow. 

8)  Computers  to  do  tedious  and  com- 
plicated business  and  industrial  jobs. 
Sarnoff  underestimated  them  because  he 
didn't  foresee  the  single  silicon  chip. 

9)  Every  conceivable  scientific  improve- 
ment would  combine  to  greatly  expand 
mankind's  food  resources  and  eliminate 
famine.  But  what  about  the  famines  in 
Biaf  ra  and  the  sub-Sahara  African  coun- 
tries and  the  continuing  malnutrition  in 
most  of  the  Third  World  from  India  to 
Ethiopia?  Not  to  mention  the  dog-food 
eating  pensioners  here  in  the  U.S. 

10)  A/i  avalanche  of  improvements  in 
preventive  medicine  through  scientific 
advances,  plus  an  extension  of  man's  life 
span  to  near  100  years.  The  statistics  are 
improving  but  much  more  slowly. 

11)  An  all-automatic  home.  House 
chores  done  electronically.  Tell  that  to 
any  harassed  housewife. 

12)  Year-ahead  weather  forecasts  and 
weather  control.  Oh  yeah?  Remember 
last  winter? 

13)  The  fall  of  Soviet  Communism.  We 
call  your  attention  to  the  $116.8  billion 
U.S.  Defense  budget. 

14)  The  emergence  of  people's  capital- 
ism and  the  decline  of  the  Marxist  and 
Socialist  ideal.  Instead,  the  Western 
capitalist  is  one  of  the  most  despised 
figures  in  the  world,  drawing  assassins 
and  kidnappers  overseas  like  horses 
draw  flies,  and  maybe  only  a  recession 
away  from  the  same  fate  here. 

15)  An  era  of  relative  economic  abun- 
dance in  which  the  intelligent  use  of 


leisure  time  will  be  the  workingman's 
most  pressing  problem.  Much  of  the 
world  is  materially  better  off  than  it  was 
20  years  ago,  but  even  that  improvement 
has  not  been  able  to  keep  up  with  the 
escalation  of  expectations  brought  about 
by  political  rhetoric,  advertising  and 
generally  upgraded  communications. 

16)  Universal  education  and  a  seller's 
market  for  brains.  The  Ph.D.  driving  a 
taxicab  has  become  a  cliche,  while  read- 
ing and  writing  scores  in  inner-city 
schools  plummet.  After  the  recent  Holo- 
caust broadcast  many  well-off  suburban 
high-schoolers  questioned  had  never  be- 
fore heard  of  Adolf  Hitler. 

17)  Every  form  of  art  and  entertain- 
ment will  be  readily  accessible  in  the 
home.  Have  you  watched  TV  lately? 

18)  Public  opinion  will  be  more  impor- 
tant in  politics  because  of  access  to  infor- 
nuition.  True,  in  the  U.S.;  see  the  Wa- 
tergate Affair  and  the  rapid  ascendancy 
of  Jimmy  Carter.  But  far  from  true  for 
the  rest  of  the  world;  see  China,  Russia, 
Cambodia,  even  Latin  America. 

19)  A  world  shrunk  by  communica- 
tions and  speedy  transportation  will  find 
it  necessary  to  effect  arms  controls. 
Well,  no  one  can  say  they  aren't  working 
on  it.  But  as  the  threat  of  major  war 
becomes  less  immediate  compared  to 
the  19.50s,  a  steady  proliferation  of 
brushfire  wars,  sectional  wars  and  ran- 
dom terrorism  threatens  to  turn  the 
whole  globe  into  Dodge  City. 

20)  The  gradual  elimination  of  phys- 
ical hungers  will  whet  appetites  for  spiri- 
tual salvation  among  the  temporally  sat- 
isfied. Church  attendance  is  supposed  to 
be  up  from  an  early  Seventies  low  and 
Guruism  stays  rampant,  but  the  wised- 
up  youth  of  America  appear  to  be  over- 
dosing on  hypercompetitive  self-orient- 
ed philosophies  from  EST  to  feminism. 
This  is  spiritual  revival?  ■ 
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It  takes 

one  of  the  worlds  largest  and  most 
efficient  investor-owned  power 
systems  to  serve  all  these  giants. 

That's  us! 


merican  Electric  Power  serves  in  the 
dustrial  heartland  states  of  Ohio,  Indi- 
ia,  Michigan,  Virginia,  West  Virginia, 
entuckyand  Tennessee. 

Last  year  we  generated  over  87  billion 
lowatthours  of  electricity  for  the  thou- 
inds  of  communities  and  companies 
e  serve.  Operating  revenues  for  the 
3ar  were  over  $2  billion. 

And,  knowing  how  important  dividend 
rowth  is  to  investors,  we've  paid  a 
rger  cash  dividend  each  year  for  the 
st  25 

'hat  strengths  enabled  us  to  do  this? 

Our  energy  sources: 
3%  of  our  power  generation  is  coal 


fired,  5%  is  nuclear  and  2%  from  hydro 
and  other  sources.  Embargoes  and  oil 
and  gas  shortages  are  no  threat  to  us. 

2.  Our  power  delivery  system: 

Over  100,000  circuit  miles,  with  a  back- 
bone of  1,330  miles  of  765,000  volt 
transmission  lines,  more  than  all  other 
utilities  in  America. . .  combined. 

3.  Our  foresight: 

Never  was  it  more  evident  than  during 
the  recent  coal  strike,  the  longest  in  his- 
tory. Our  planning,  and  our  own  water 
and  land  coal  transportation  facilities 
were  key  strengths  that  enabled  us  to 
weather  this  difficult  period. 


4.  Our  people: 

People  whose  pioneering  has  continu- 
ally advanced  the  art  of  power  genera- 
tion, transmission  and  utilization.  People 
who  built  and  are  operating  a  power 
system  that  serves  today's  needs  and 
whose  planning  and  building  programs 
will  find  us  ready  in  the  1980's. 

AEP  -a  company  that  is  both  depend- 
able and  strong  enough  to  serve  mil- 
lions of  people,  thousands  of  communi- 
ties and  hundreds  of  plants  and  offices 
of  industrial  giants. 

AEP  -  a  company  with  a  view  of  the 
future  as  a  busier,  better  America. 

That's  us! 


American  Electric  Power 

we  see  a  busier,  better  America 


BUFFALO 
SAVINGS 
BANK 


WE'RE  HELPING  THE  BANK 
MEET  CUSTOMERS  AT  THE  STOR 


PROBLEM: 

In  1976,  Buffalo  Savings  Bank 
had  adequate  branching.  But  fore- 
casts indicated  that  64,000  new 
checking  account  customers  would 
be  added  in  the  next  two  years.  These 
new  customers  threatened  to  flood 
their  lobbies. 

The  bank  would  have  estab- 

m 


lished  new  offices,  de- 
spite the  huge  capital  outlays, 
but  there  were  New  York  State 
banking  regulations  permitting  them 
to  add  only  one  per  year. 

Like  so  many  other  business 
problems,  this  one  turned  out  to 
have  a  communications  solution. 


SOLUTION: 


With  the  help  of  Bell  System 
experts,  the  bank  found  a  way  to 
reach  out  to  its  customers.  What 
does  it  is  a  Bell  System  service  that 
puts  people  in  touch  with  the  bank's 
computer,  over  regular  telephone 
lines,  using  a  Transaction  telephone 
and  an  identification  card.  In  super- 
markets, drug  stores,  department 
stores— over  fifty  of  them,  at  last 
count. 

There,  assisted  by  store  person- 
nel, the  bank's  customers  can  make 
deposits  and  withdrawals  and  cash 
checks.  Up  to  fifteen  hours  a  day, 
seven  days  a  week. 

These  installations  are  now 
handling  more  than  fifteen  percent  of 
the  bank's  transactions.  And 
the  stores  where  they're 
installed  are 
getting 


Over 
50  plug-in 
facilities. 

more  traffic,  more  business. 

Whether  you're  in  banking  or 
baking,  petroleum  or  publishing,  if 
you  haven't  talked  systems  with  your 
Bell  Account  Executive  lately,  you're 
missing  something. 

The  system  is  the  solution. 


(2)  Bell  System 


"An  Act  Of  God": 

Con  Edison's  expla- 
nation for  The  Great 
Blackout  of  1977,  as 
interpreted  by  New 
York  artist  Ed  Sorel. 


Con  Edison:  Riches  To  Rags 
And  Back  To  Riches  Again 

Remember  when  New  York's  Con  Edison  was 
a  basket  case  among  utilities?  Look  again! 


By  HAROLD  SEIMEKER 

In  the  summer  of  1975,  Charles  F. 
Luce,  chairman  of  Consolidated  Edison 
Co.  of  New  York,  was  on  a  panel  in 
Washington,  D.C.  addressing  an  energy 
conference  of  high-level  officials  from  big 
utilities,  major  oil  companies  and  the 
federal  government.  He  recounted  for 
his  audience  all  the  tribulations  of  Con 
Ed.  Luce  had  a  lot  to  talk  about. 

The  company  had  long  suffered  from 
inadequate  return  on  capital  because  of 
hostile  regulation.  The  politically  sensi- 
tive New  York  Public  Service  Commis- 
sion knew  it  could  find  more  popular 
support  for  socialist  revolution  in  its  con- 
stituency than  for  giving  bad  old  Con  Ed 
a  break.  Then  the  big  utility-  had  got 
caught  in  the  energy  crunch  of  1973  and 
1974 — it  bums  mostly  oil  for  electric- 
ity— and  simultaneously  caught  in  the 
money  crunch,  because  it  had  to  finance 
soaring  receivables  with  12%  bank  debt. 
Finally,  it  had  been  driven  to  the  ex- 
treme of  passing  its  dividend — for  a  util- 


ity, the  moral  equivalent  of  attempted 
suicide.  So  Con  Ed  stock,  a  onetime 
solid  blue  chip,  plunged  from  the  mid- 
20s  to  6,  and  4,000  enraged  stockholders 
converged  on  the  ensuing  annual  meet- 
ing to  stage  a  near-riot  inside  while  en- 
raged consumers  were  demonstrating 
against  high  bills  and  "monopoly  profits" 
outside. 

Luce's  Washington  audience  seemed 
touched,  recalls  one  witness.  Luce  him- 
self seemed  almost  despairing  about  Con 
Ed  s  problems,  once  or  twice  even  near 
tears.  One  member  of  the  audience,  the 
witness  notes,  was  moved  to  rise  during 
the  question  period  to  say,  "Mr.  Luce,  I 
think  you've  given  up.  I  think  you  ought 
to  resign." 

Ah,  but  look  at  Chairman  Luce  today. 
Slender,  gray,  a  gracious,  towering  pres- 
ence at  six  feet  two  inches,  he  greets  a 
visitor  to  his  office  with  a  decidedly 
cheerful  air;  even  his  slight  limp,  a  relic 
of  polio  in  his  infancy,  seems  somehow 
jaunt)'.  And  why  not?  Since  that  day  in 
Washington,  he  has  built  up  for  "broken- 


down"  Con  Ed  what  is  by  any  measure 
the  strongest  balance  sheet  of  any  elec- 
tric utility  in  the  country.  Today,  for 
example,  the  company  has  one  of  the 
half-dozen  highest  ratios  of  common  eq- 
uity to  total  capital  in  the  industry — 41% 
and  rising,  when  the  average  is  only  36% 
(this  is  a  big  difference  among  utilities). 
Of  the  other  five  (Central  &  South  West, 
Houston  Industries,  Southern  Indiana 
G&E,  Wisconsin  Electric  Power  and 
Wisconsin  Public  Service),  only  three 
have  a  debt  ratio  that  is  able  either  to 
match  or  beat  Con  Ed's  46%. 

And  nobody,  but  nobody,  in  the  utility- 
business  has  Con  Ed's  cash  position.  At 
year-ertd  1977,  cash  and  equivalents  to- 
taled $473.3  million,  which  very  nearly 
equaled  current  liabilities  and  gave  Con 
Ed  the  2-to-l  current  ratio  considered 
rule  of  thumb  for  industrial  companies, 
but  almost  unheard  of  among  utilities. 
No  worries  about  paying  the  dividend 
these  days — and,  by  the  way,  at  S2.20  a 
share,  it's  higher  than  it  ever  was. 

What  happened?  you  ask  the  affable 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


"My  son  has 
taken  over  a  CNA  policy 

my  Dad  sold  in  1937  Dad  sold  that  CNA  fire  policy 

to  a  small  lumber  yard.  Today  it's  an  interstate  chain  and  my  son 
handles  all  their  business.  So  does  CNA.  They're  just  a  fine 
multiple  line  company.  Only  a  small  handful  of  large  insurance 
companies  have  the  sawy  and  the  resources  to  do  what  CNA's 
done  for  us  and  for  our  clients.  Three  generations,  and  you 
couldn't  ask  for  a  better  relationship /' 


-John  Bowers,  Jr. 
Independent  Insurance  Agent 
Messer- Bowers  Company 
Enid,  Oklahoma 


John  Bowers.  Jr. 
representing  CNA 
since  1950. 


INSURANCE  FROM 


John  Bowers,  Sr.. 
representing  CNA 
since  1930. 


CJVA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


Mr.  Luce.  He  sits  down  and  begins: 

Con  Ed's  predicament  was  desperate 
enough  in  1974,  he  explains.  A  planned 
financing  package  of  bonds,  preferred 
and  common,  had  fallen  through;  of  a 
hoped-for  $550  million,  only  $150  mil- 
lion had  made  it  through  the  door. 

Then  there  were  the  quadrupling  oil 
prices.  They  were  being  passed  through 
to  the  electric  customers,  all  right,  but 
that  also  meant  receivables  were  soaring, 
to  a  peak  of  $365  million  at  one  point, 
and  carrying  them  threatened  to  exhaust 
the  $150-million  line  of  bank  credit  avail- 
able to  the  company.  Worse,  the  receiv- 
ables' average  life  rose  to  an  alltime  high 
of  57  days  (now  down  to  a  normal 
30),  very  scary  because  the  older 
they  are,  the  harder  they  get  to 
collect,  especially  in  New  York. 
And  all  the  while  there  were  two 
big,  unfinished  plants  rapidly  de- 
vouring construction  money. 

The  board  of  directors  c  onsid- 
ered seeking  tax  relief  (unrealis- 
tic it  decided,  though  (Ion  Ed 
has  the  highest  tax  burden  in  the 
country — it  even  pays  a  4%  city 
sales  tax  on  the  imported  oil  it 
burns  in  New  York  City).  Then  it 
considered  asking  for  state  guar- 
antees for  its  bonds  (unconstitu- 
tional). It  thought  about  propos- 
ing sale  of  the  gas  business  (like- 
wise undesirable).  Finally,  the 
directors  came  despairingly  to 
the  sale  of  the  two  uncompleted 
plants.  Off  Luce  went  to  Albany 
to  camp  at  the  government's 
doorstep  for  three  weeks  to 
plead,  cajole,  beg  and  threaten. 
Fortunately,  Luce  proved  very 
conscious  of  how  the  political 
game  has  to  be  played. 

"We  got  great  support  from 
our  unions,"  he  says.  "We  would 
have  had  to  reduce  payrolls  and 
halt  all  construction  throughout 
our  system.  So  we  went  to  the 
governor  and  the  Public  Service 
Commission  and  presented  that 
argument  and  other  arguments 

and  our  records.  As  one  of  our   

lawyers  put  it,  the  arguments 
had  the  added  advantage  of  being  true.  " 
He  glances  quickly  at  his  visitor  at  this; 
he  tests  for  reactions. 

"I  was  then  asked  by  the  legislators,"  he 
goes  on,  looking  past  his  visitor  a  moment, 
as  if  trying  to  summon  up  the  scene  again, 
"  'Why  should  we  buy  two  plants  from  you 
for  $.500  million  when  we  could  buy  the 
entire  company  for  less  than  that?'  I  think 
the  stock  was  down  around  8  or  9  when 
they  asked  that.  His  long,  expressive  face 
takes  on  a  l(x)k  of  irritation. 

"I  said,  'Go  ahead.  Go  right  ahead  and 
buy  it.  But  then  you'll  have  to  raise  the 
rates  anyway'  " — he  makes  an  intense, 
sweeping  gesture  for  the  benefit  of  those 
1974  legislators — "  'and  the  state  and  the 


legislature  will  have  to  answer  for  every 
rate  increase,  every  controversial  new 
plant,  every  mechanical  problem  that 
•ever  comes  up.  The  Con  Ed  manage- 
ment won't  get  the  heat  anymore;  we'll 
be  out  of  it.'  "  He  looks  again  at  his 
visitor  and  smiles  wryly:  "That  was  a  fun 
argument  to  make,"  he  says. 

Fun  indeed.  Luce's  bill  passed  at  3 
a.m.  on  the  last  day  of  the  session,  and 
Con  Ed  eventually  got  $603  million  for 
the  plants,  in  three  installments. 

Since  then  the  big  wad  of  cash  from 
Albany  has  kept  Con  Ed  out  of  the  al- 
most prohibitively  expensive  capital 
markets,  and  will  keep  the  company  out 


Never  A  Dull  Moment:  Chairman  Luce  gets  lots  of 
practice  at  handling  hostile  audiences.  Here,  he  meets 
the  press  shortly  after  last  year's  blackout. 


at  least  into  the  early  1980s,  a  rare  privi- 
lege among  utilities.  The  company  has 
also  won  several,  albeit  grudging,  rate 
hikes.  Earnings,  with  hardly  a  murmur 
of  public  protest,  have  risen  to  $4.53  a 
share  for  1977  from  the  $2.68  in  1974  and 
were  up  again  in  the  first  quarter  of  this 
year.  Return  on  common  equity  has 
gone  to  13.1%  from  7.6%.  That  $2.20 
dividend  is  less  than  50%  of  earnings 
now,  compared  to  the  70%-plus  payouts 
for  Con  Ed  in  the  early  1970s  and  many 
another  utility  today.  The  stock?  If  you 
were  sporting  enough  to  pick  it  up  at  6 
back  then,  you  are  close  to  quadrupling 
your  investment  today,  and  it  still  yields 
9.7%  at  today  s  prices. 


All  of  which  is  certainly  gratifying  to 
Luce,  who  now  moves  smoothly  on  to  a 
statesmanlike  mode.  "Our  cash  crunch 
had  a  shock  effect  on  regulators,"  he  says 
blandly,  "not  only  in  New  York  but  all 
over  the  country.  It  told  the  regulators 
companies  really  couldn't  function  after 
all  without  an  adequate  return. 

"In  fact,  the  president  of  one  of  the 
biggest  banks  in  New  York  City,  who 
had  told  me  once  that  passing  that  divi- 
dend was  a  great  mistake,  recently  said 
he's  changed  his  mind,  that  it  was  one  of 
the  best  things  that  happened  to  the 
industry."  Luce  is  obviously  very 
pleased  with  that. 

Which  reminds  him.  His  pale 
blue  eyes  suddenly  home  in  on 
his  visitor  and  begin  to  commu- 
nicate great  sincerity:  "We  didn't 
plan  it  that  way,  of  course,"  he 
affirms  solemnly.  "We  were  ac- 
cused at  the  time  of  passing  the 
dividend  to  get  that  bill  through 
the  legislature.  That  is  not  true." 

Just  one  of  those  happy  necessi- 
ties, it  seems.  Anyway,  atten- 
dance at  stockholders  meetings 
has  dropped  to  a  more  normal  800 
or  so  now,  blackout  or  no  black- 
out, and  his  worries  about  Con 
Ed's  future  no  longer  revolve 
around  immediate  life-or-death 
but  around  holding  on  to  what  he's 
got.  Because  New  York's  usage  of 
electricity  has  leveled  off,  Luce 
expects  earnings  to  dip  this  year, 
despite  the  slight  first-quarter  in- 
crease. (Con  Ed's  costs  continue 
to  rise,  of  course,  even  if  its  rev- 
enues don't.) 

As  he  ushers  his  visitor  out,  he 
finally  brings  up  one  of  the  big 
things  that  he  still  wants  to  accom- 
plish. "We  have  to  change  our  mix 
of  fuel  sources,"  he  begins,  as  if 
experimentally.  "Yet  everything 
we  try  to  do — coal,  nuclear,  a  little 
more  of  the  higher-sulfur  domes- 
tic oil — is  blocked  by  the  politi- 
cians or  by  the  eonsumerists  or  by 
the  environmentalists.   If  ever 

  there  was  a  utility  ideally  situated 

to  use  nuclear  power,  Con  Edison 
is  it;  81%  of  the  energy  we  generate  is 
derived  from  oil,  and  we  have  to  meet  such 
exceedingly  stringent  pollution  require- 
ments that  67%  of  our  energy  has  to  come 
from  low-sulfur  Arab  oil.  " 

Now  he  registers  a  touch  of  anger. 
"We're  blocked  at  every  turn,"  he  ex- 
claims. "You'd  think  that  given  the  eth- 
nic makeup  of  this  city7  [16%  Jewish],  the 
public  would  do  something  about  the 
Arab  oil.  As  it  is  now" — here  he  becomes 
almost  passionate — "all  that  money  the 
consumers  are  paying  out  is  just  going  to 
buy  more  weapons  for  the  Palestinians." 
And  he  shakes  his  head  with  just  exactly 
the  right  touch  of  indignant  consterna- 
tion as  he  says  his  farewells.  ■ 
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Apple  Pie,  Motherhood 
And  Manitowoc 


The  old  American  business  virtues  are  alive,  flourishing— 
and  very,  very  profitable — at  Wisconsin's  Manitowoc  Co. 


By  PHYLLIS  BERMAN 

You  know  the  stereotype:  The  su- 
perb little  family  company  that  has  gone 
public  but  remains  virtually  unknown. 
Highly  profitable.  Conservatively  run.  A 
folksy  president  who  believes  in  the 
quality  of  his  product  and  doesn't  give  a 
hoot  about  Wall  Street.  This  is  a  story 
about  a  company  that  comes  very  close 
to  the  stereotype.  It  s  the  $238-million 
(revenues)  Manitowoc  Co.,  located  on 
the  shores  of  Lake  Michigan  in  Wiscon- 
sin, which  makes  big  cranes,  big  ships 
and  icemaking  equipment.  It  comes 
complete  with  a  suitably  folksy  presi- 
dent: John  D.  West,  72,  a 
pixie-faced  engineer  with 
twinkling  blue  eyes  who  en- 
joys darting  in  and  out  of  his 
huge  fabricating  factories 
and  clambering  over  the 
massive  machinery  Man- 
itowoc uses  to  make  the  big- 
gest cranes  in  the  world. 

John  West  is  the  son  of 
Charles  C.  West,  a  marine 
engineer  and  naval  architect 
who  bought  a  wooden-ship 
repair  yard  in  the  summer 
of  1902,  served  his  country 
well  in  two  world  wars, 
mass-producing  freighters 
in  World  War  I,  building 
submarines  in  World  War 
II — and  gradually  used  his 
manufacturing  knowhow  to 
branch  out  into  cranes, 
icemaking  machinery  and 
paper-milling  equipment. 
Like  his  father,  John  West  is 
very  much  a  nuts-and-bolts 
kind  of  guy. 

"We  made  it!  West 
crows  triumphantly,  wink- 
ing impishly  at  a  Forbes 
reporter  as  he  personally 
guides  his  Buick  station 
wagon  through  a  tight  place 
in  the  tangled  maze  of  pipes 
and  machinery  in  his  ship- 
yard. "You  know,"  he  says 
wistfully,  "in  the  old  days, 


when  we  launched  a  ship,  we  always  had 
a  big  party.  The  chairman's  wife  cracked 
the  champagne  bottle  across  the  bow, 
that  sort  of  thing.  We  did  it  right.  Now 
we  re  building  these  1, 000-foot  self-un- 
loading ore  carriers,  and  launching  one  is 
like  running  water  in  a  bathtub.  We're 
building  two  for  Bethlehem  Steel,  and 
those  folks  just  don't  like  to  make  a  big 
thing  out  of  it.  Too  bad. " 

Don  t  let  John  West's  ingenuous  air 
fool  you.  He  runs  a  company  that  is 
wondrously  profitable.  Last  year  it  had  a 
return  on  equity  of  37%  with  neither 
short-  nor  long-term  debt.  It  has  $37 
million  in  cash.  It  has  a  virtual  monopoly 


Engineer  John  D.  West:  His  father  encouraged  him  to  learn  the 
company  from  the  ground  up.  That,  and  his  capacity  for  analyz- 
ing how  things  work,  has  helped  him  make  Manitowoc  great. 


on  the  400-ton-plus  (lifting  capacity),  $1 
million-and-up  cranes  required  for  mod- 
ern oil  and  gas  drilling  and  power  plant 
and  refinery  construction.  That  business 
earned  829.7  million  last  year  on  $146 
million  in  sales,  or  20%  pretax.  And  its 
icemaking  machinery  and  shipbuilding 
operations  did  equally  well. 

How  do  John  West  and  Manitowoc  do 
it?  For  one  thing.  West  is  an  engineer — 
a  very  good  one.  He's  fascinated  by  how 
things  work,  and  that's  as  good  a  view- 
point for  sound  corporate  management 
as  it  is  for  sound  factory  management. 
For  another,  he  knows  his  limitations 
and  has  had  the  acumen  to  find  and  hold 
top-notch  people  to  do  the 
things  he  can't  do  or  isn't 
interested  in.  Finally,  Man- 
itowoc has  been  in  the  right 
place  at  the  right  time.  It 
has  cashed  in  on  the  energy 
crisis  and  the  government- 
inspired  revival  of  the  U.S. 
Maritime  Fleet  as  few  other 
companies  have  been  able 
to  do. 

But  the  old  verities  re- 
main. Manitowoc  has  never 
strayed  far  from  the  relent- 
less conservative  principles 
of  West's  father,  Charles  C. 
West,  who  started  the  com- 
pany in  1902.  Old  Charlie 
West  never  put  a  penny  of 
profits  on  the  books  from 
the  sale  of  a  ship  until  the 
vessel  had  been  launched 
and  was  safely  afloat.  Last 
year,  because  of  violent 
swings  in  its  quarterly  re- 
ports, West  did  consent  to 
move  to  percentage-of-com- 
pletion  accounting,  but  only 
with  pangs  of  guilt.  But  the 
new  doubling  of  crane  man- 
ufacturing capacity — requir- 
ing $35  million  over  a  five- 
year  period — will  have  been 
financed  entirely  out  of  its 
own  cash  flow,  without  a 
penny  of  debt. 

Interestingly,  Manitowoc 
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has  not  been  a  family  company,  strictly 
speaking.  True,  John  West  took  over  the 
reins  dI  the  company  when  his  lather 
died  in  1957,  but  he  and  his  nephew, 
Treasurer  Charles  C.  West  Jr.,  control 
only  about  9%  of  the  stock.  A  good  part 
of  the  rest  is  in  the  hands  of  descendants 
of  investors  from  whom  Charles  West 
raised  seed  money — and  those  are  the 
shareholders  who  wanted  the  company 
to  go  public  in  1971  (in  order  to  establish 
a  market  value  for  their  shares  for  estate 
purposes).  But  with  management  like 
the  Wests  provide,  the  stockholders 
don't  try  to  interfere,  and  John  West 
runs  the  company  almost  the  way  his 
father  did. 

John  W  est  had  a  long  apprenticeship. 
As  recently  as  1952  he  was  working  as  his 
lather's  machine  shop  superintendent, 
then  as  head  of  the  engineering  corn- 
pans.  When  he  took  over,  the  market  for 
Greaf  'Lakes  ships,  Manitowoc's  main 
business,  was  depressed.  Manitowoc  had 
been  making  cranes  since  1925,  and 
West  decided  that  that  was  the  business 
to  concentrate  on.  He  lured  one  of  his 
most  successful  dealers,  Ralph  Helm, 
51,  from  Detroit,  and  gave  him  a  charac- 
teristically uncomplicated  mandate: 
Make  the  crane  business  profitable. 

Helm's  marketing  perceptions,  cou- 
pled with  West's  old-fashioned  can-do 
engineering,  worked  wonders.  Man- 
itowoc made  cranes  to  meet  customer 
specifications;  those  special  features  later 
became  standard  items  in  the  production 
line.  It  was  the  first  to  put  high-capacity 
tower  cranes  on  crawlers — the  kind  be- 
ing used  today  to  build  the  world's  larg- 
est dry  dock  in  Dubai  in  the  United  Arab 
Emirates.  It  was  the  first  to  put  extensi- 
ble c  rawlers  on  cranes  w  ith  reaches  up  to 
40  feet,  which  gave  them  greater  stabil- 
ity for  constructing  offshore  drilling  rigs. 
Perhaps  its  most  significant  innovation 
was  the  "ringer,  a  circular  mount  for 
cranes  whic  h  allow  s  them  to  be  used  on 
gantries,  barges  and  crawlers.  The  re- 
sult: Manitowoc  builds  not  just  the  Cad- 
illac of  such  cranes;  it  has  the  only  ones 
of  that  kind  there  are. 

A  small  but  significant  part  of  the  com- 
pany's business  is  the  retrofitting  of  its 
own  products  with  new  options  like  the 
extensible  crawler.  Says  Helm:  "This 
means  we  have  a  lot  of  large  fleet-leasers 
like  Hertz — ever)  one  of  their  heavy 
cranes  is  a  Manitowoc.  We  have  others 
with  more  than  100  of  our  machines." 
(That  s  quite  an  investment,  since  the 
average  price  of  a  Manitowoc  crane  is 
something  like  $550, (XX).) 

Helms  style  is  a  perfect  complement 
to  West's.  Helm  is  a  voluble  salesman 
who  Cements  customer  relationships; 
things  like  entertaining  300  of  them  in 
his  own  home  last  year.  But  Manitowoc 
offers  durability  as  well  as  hospitality. 
The  first  Manitowoc  4500  crane  the  com- 
pany ever  built  some  30  years  ago  is  still 


in  use  in  the  coal  fields  of  eastern  Penn- 
sylvania, A  Manitowoc  crane  that  sold  for 
$100,000  ten  years  ago,  says  Helm,  can 
be  resold  for  the  same  amount  today. 
"We  have  the  highest  resale  value  of  any 
machinery  in  the  field,    he  says. 

To  add  to  the  serendipity,  shipbuild- 
ing on  the  Great  Lakes — Manitowoc's 
original  business — started  to  come  back 
just  as  Helm  got  the  crane  business  off 
the  ground.  The  depressed  state  of  the 
international  shipbuilding  business  is 
not  reflected  on  the  Great  Lakes,  where 
only  American  Ship  Building  Co.  and 
Manitowoc's  Bay  Shipbuilding  subsid- 
iary have  yards.  Only  about  4%  of  U.S. 
freight  shipments  move  across  the 
Lakes  now,  but  that  route  may  have 
enormous  potential:  It  is  the  least  ex- 
pensive, most  efficient  method  of  trans- 
porting low-sulfur  western  coal  to  the 
Northeast  and  pelletized  ore.  called  tac- 
onite,  from  the  mines  around  Lake  Su- 
perior to  the  steel  industry's  blast  fur- 
naces in  the  Midwest. 

The  rebirth  of  the  Great  Lakes  was 
caused  by  legislative  changes:  First,  the 
Merchant  Marine  Act  of  1970  opened 
the  way  for  operators  of  vessels  on  the 
Lakes  to  obtain  the  liberal  government 


mortgage  loan  guarantees  previously 
av  ailable  only  for  ocean-going  ships.  Sec- 
ondly, the  Internal  Revenue  Service  is 
now  allowing  ship  owners  to  depreciate 
their  boats  more  quickly. 

There  are  200-plus  ships  on  the  Lakes 
today  and  their  average  age  is  about  45 
years  old.  Maritime  officials  predict  that 
over  the  next  five  years  as  main  as  50 
new  ships  could  be  ordered. 

Such  glowing  prospects  would  prove 
irresistible  and  many  corporate  bosses 
would  expand  handsomely  on  them. 
John  West  isn't  like  that.  He's  skeptical 
about  any  business  that  isn't  actually  on 
the  books.  "You  know  ,  he  says  with  a 
faint  smile,  "we  were  christening  one  of 
the  American  Steamship  Co.  s  boats 
back  in  1975  and  the  chairman  of  Inland 
Steel  made  a  big  speech  about  how  the 
steel  industry  would  need  five  more 
within  the  next  six  years.  Well.  Sir,  we  re 
still  waiting  to  hear  from  them." 

You  can  see  why  the  West  family  is 
still  around  even  after  75  years.  What 
you  can't  so  easily  understand  is  win 
Manitowoc's  5.3  million  shares  were  re- 
cently priced  over-the-counter  at  just 
seven  times  earnings.  Wall  Street, 
wheie  is  your  imagination ?  ■ 
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Limited  Edition  Lithography: 

Buyer  Beware! 

The  multiple  images  of  printmaking  and  lithography  are  bringing 
good  art  to  a  wide  audience.  But  they  are  also  opening  the  door  to 
phony  investment  pitches,  deception  and  outright  swindles. 


By  JAMES  O'HANLON 

At  the  turn  of  the  century 
when  art  expert  Samuel 
Putnam  Avery  offered  his 
big  print  collection  to  New 
York's  Metropolitan  Muse- 
um of  Art,  the  trustees  rang 
for  the  fellow  who  let  Avery 
in.  Art  in  those  days  was 
strictly  for  the  carriage  trade 
and  only  one-of-a-kinds 
counted — like  paintings  and 
sculpture.  Back  then  a  qual- 
ity print  by  a  19th-century 
master  that  today  might  cost 
$50,000  sold  for  $25.  Dupli- 
cate images  off  etching 
plates  or  lithographic  stones 
just  were  not  considered 
status  art.  As  for  Avery's 
prints,  they  eventually  be- 
came the  foundation  for  the 
New  York  Public  Library's 
print  collection — one  of  the 
world's  largest. 

Then  came  the  revolu- 
tion. The  1960s  Americans, 
their  taste  raised  by  higher 
education  and  the  mass  me- 
dia, began  to  discover  that 
prints  allowed  an  original  Chagall,  even 
an  original  Picasso,  to  be  bought  for  a 
fraction  of  what  a  painting  or  a  sculpture 
by  the  same  artist  would  cost.  Soon  there 
were  more  Chagalls  than  Mercedes  in 
New  York  City. 

Stories  began  to  spread  about  how 
much  money  could  be  made.  An  M.C. 
Escher  engraving,  for  example,  bought 
for  $.50  during  the  1940s,  when  most 
people  wouldn't  have  known  a  litho- 
graph from  a  wallpaper  sample,  sold  for 
500  times  that  price  during  the  early 
Seventies,  when  inflation  was  soaring 
and  the  whole  world  seemed  like  Argen- 
tina. Even  last  month  an  Escher  wood- 
block print  executed  in  1939  called 
"Metamorphose"  sold  for  $40,000. 

Only  a  faint  echo  of  the  1973  boom 
remains,  but  neophyte  art  buyers  and 
profit-minded  home  decorators  are  be- 


Marilyn  Multiplied:  Andy  Warhol  shook  up  conventiona 
notions  of  the  artist's  creative  role  when  he  began  using 
photographic  silk-screening  techniques  to  reproduce  "pop" 
images.  A  print  from  his  "Marilyn"  series — an  edition  of 
3,000— first  sold  for  $950  in  1968  and  now  costs  $1,600. 

Courtesy  of  All  State  Art,  lut- 


ing courted  by  a  market  segment  of 
grubby,  buyer-beware  print  discount 
stores,  promise-them-anything  art  in- 
vestment hustles  and  unethical  sales 
practices.  Worse,  the  greediness  flour- 
ishes through  consumer  ignorance  and  a 
confusion  of  new  printmaking  tech- 
niques that  border  on  photography. 

Here  is  just  a  partial  list  of  the  many 
ways  in  which  an  innocent  consumer  can 
walk  into  a  downtown  poster  emporium 
where  "art"  is  stacked  fifteen  deep 
against  the  wall,  or  even  into  one  of  its 
baronial  uptown  counterparts,  and  walk 
out  later  with  a  whole  lot  less  than  he 
bargained  for: 

1)  Many  lithographs,  silk-screen 
prints,  etchings,  ct  al  are  published  in 
duplicate  editions  that  the  buyers,  and 
sometimes  even  the  salesmen,  don't 
know  about.  For  example,  one  edition  of 


100  lithographs  may  be 
printed  on  Arches  paper 
and  numbered,  say,  1/100 
or  23/100  in  Roman  numer- 
als, while  a  second  edition  is 
printed  on  Japan  paper  and 
numbered  in  Arabic  numer- 
als. Sometimes  the  buyer 
isn't  told  that  there's  an 
American  edition  of  100;  a 
European  edition;  perhaps  a 
Japanese  edition. 

2)  Forged  signatures — or 
Who  Signed  That  $1,000 
Lithograph?  Signed  prints 
are  usually  more  expensive 
than  unsigned  prints  by  the 
same  artist.  According  to 
New  York  City  Police  De- 
tective Robert  Volpe,  if  an 
artist  leaves  an  edition  or 
part  of  an  edition  unsigned, 
there  is  a  chance  that  some- 
one will  sign  it  for  him. 

3)  Framed  photorepro- 
ductions  of  prints  (and  even 
paintings)  may  be  palmed 
off  as  authentic  prints. 
(Lithographs  are  easier  to 
fake  this  way  than  etchings, 

'  which  leave  an  obvious  im- 
pression in  the  paper.)  Sometimes  mass- 
produced  posters  are  matted  so  that  the 
lettering  is  blocked  and  sold  as  part  of  a 
limited  edition.  (A  photo-offset  repro- 
duction of  a  print  will  always  show  neat 
lines  of  black  dots  under  a  magnifying 
glass.  Every  dealer  should  have  one  in 
his  pocket.) 

4)  Extra  prints  may  be  run  off  at  unsu- 
pervised printings  and  later  sold  as  part 
of  the  edition  or  as  artist's  proofs. 

5)  Litho  plates,  stones,  engraving 
plates  and  silk  screens  are  often  not  de- 
stroyed after  a  limited  edition  is  pulled, 
even  though  it  is  the  concept  of  a  limited 
edition  that  gives  the  value  of  rarity  to  a 
print.  How  many  later  copies  came  to 
market?  That  depends  on  the  artist  s  eth- 
ics, the  ethics  of  his  heirs  or  consignors 
Or  conflicting  concepts  of  an  artist's  re- 
sponsibility to  the  art  market. 
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Art  For  Status'  Sake:  Before  the 
1 960s  prints  typically  were  made 
in  editions  of  50  to  100.  Then 
came  hordes  of  status  seekers, 
and  edition  sizes  soared.  In  1 969 
Austrian  artist  Friedensreich 
Hundertwasser,  who  lives  in  the 
New  Zealand  bush,  set  a  new  . 
standard,  publishing  his  silk- 
screen  print  called  "Good  Morn- 
ing City"  in  an  edition  of  10,000. 
The  version  at  left  was  repro- 
duced 8,000  limes.  The  one  on 
the  right,  2,000.  It  took  Hun- 
dertwasser three  years  to  sign 
and  number  the  combined  edi- 
tion. For  each  color  used,  a 
separate  silk  screen  was  cut.  Val- 
ue? Back  in  1969  each  of  the 
10,000  prints  sold  for  under 
$100.  Today,  despite  the  large 
number  around,  they  cost  any- 
where from  $650  to  $850. 
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Courtesy  of  Aberbach  Fine  Art 


6)  Many  artists,  including  many  es- 
teemed "name  artists,  do  not  make  the 
silk  screens,  plates  or  stones  from  which 
their  prints  are  made. 

Imagine  what  is  possible  in  the  graph- 
ics supermarkets  like  the  ones  that  flour- 
ish in  New  York  City.  Some  of  the  sales- 
people who  work  in  such  places  know 
little  more  about  prints  than  do  their 
uninitiated  customers.  The  used-car 
business  is  pure  ethics  by  comparison. 

Some  dealers  coin  gold  out  of  what 
might  be  called  an  art  sophistication  gap. 
It  is  well  known  among  print  folk,  for 


making.  Salvador  Dali,  LeRoy  Neiman, 
Marc  Chagall  and  lately  even  Norman 
Rockwell,  whose  original  oil  paintings  for 
Saturday  Evening  Past  covers  have  been 
reproduced  photomechanically,  are  just 
a  few  of  the  print-market  "stars"  who 
have  signed  their  names  to  lithographs, 
etchings  or  silk  screens  made  by  techni- 
cians from  the  artists  original  images. 

When  one  New  York  gallery  sales- 
woman was  reminded  that  a  certain  pop- 
ular artist  probably  hadn't  made  the  silk- 
screen  for  the  print  that  she  was  offering 
for  $500,  she  flushed  and  pitched  furi- 


". .  .  Print  salespeople  continue  to  go  out  of  their  way  to 
stress  investment  aspects  of  print  buying  despite  esti- 
mates that  90%  of  art  depreciates  in  value.  .  .  " 


example,  that  the  late  Alexander  Calder 
did  not  make  most  of  the  many  litho- 
graphs bearing  his  signature  that  sell  in 
almost  any  graphics  gallery  for  prices  up 
to  $2,000.  Says  reputable  art  dealer  Syl- 
van Cole  Jr.,  "Calder  dabbled  in  prints. 
In  his  later  years  he  just  turned  over  his 
drawings  to  other  people. 

But  when  Forbes  asked  the  owner  of 
a  well-known  Madison  Avenue  gallery  in 
New  York  if  the  colorful  Calder  litho- 
graph that  he  was  selling  for  $750  was 
actually  executed  by  the  venerable  mas- 
ter, the  dealer  replied,  "It  was  done  by 
the  method  that  is  considered  to  be  typi- 
cal of  the  artist."  Meaning  that  Calder 
probably  did  a  gouache  drawing  and 
turned  it  over  to  a  printmaker. 

And  Calder  was  not  the  only  well- 
known  artist  to  have  taken  advantage  of 
the  opportunities  in  the  expanding  print 
market  without  doing  much  real  print- 


ously,  "You  don't  understand!" 

Indeed,  we  barely  do.  We  know  that 
Andy  Warhol  is  famous  and  rich  from 
silk-screening  photographs  of  Marilyn 
Monroe — and  from  the  shoulders  up, 
yet.  And  we  know,  too,  that  ultimately 
the  fault  for  rip-offs  lies  with  ourselves, 
the  consumers.  "To  tell  you  the  truth, 
says  one  gallery  owner,  "very  few  people 
who  come  in  here  even  know  enough 
about  art  to  ask  the  right  questions."  As 
if  to  prove  his  point,  he  continues,  "That 
lithograph  on  my  wall  that  you  were 
admiring  is  actually  a  picture  of  a  Gustav 
Klimt  painting  that  I  ripped  out  of  a 
magazine.  I'm  only  selling  it  for  the  price 
of  the  frame.  I  just  wish  business  was 
good  enough  so  that  I  wouldn't  have  to 
do  these  things." 

So  it  is  not  enough  to  ask  the  right 
questions,  but  it  becomes  important  to 
ask  them  of  somebodv  who  will  return 


the  correct  answers.  After  finding  a  print 
dealer  with  a  reputation  worth  protect- 
ing (there  are  plenty  around),  ask  these 
questions  before  you  buy  a  print:  When 
was  this  print  edition  published?  How 
large  was  the  edition?  Any  duplicate  edi- 
tions? ("It  makes  no  difference  how 
many  editions  are  printed,"  says  publish- 
er Alex  Rosenberg,  head  of  New  York- 
based  Trans  World  Art,  Inc.,  which  pub- 
lishes a  few  duplicate  editions  itself,  "as 
long  as  the  purchaser  is  privy  to  this 
information.")  How  many  extra  prints — 
artist's  proofs — were  made?  What  was 
the  nature  of  the  artist  s  involvement  in 
the  printmaking  process?  And,  finally, 
did  the  artist  or  the  publisher  destroy  or 
"cancel"  (by  scratching  a  line  through  an 
engraving  plate,  for  example)  the  origi- 
nal stone,  plate  or  silk  screen  after  the 
limited  edition  was  printed?  Better  yet, 
make  sure  your  bill  of  sale  includes  all  of 
the  above  information. 

If  the  artist  didn't  destroy  the  plates, 
the  same  thing  might  happen  to  him  as 
happened  to  Pablo  Picasso.  (He  should 
live  so  long.)  The  prolific  Picasso  did  a 
lithograph  back  in  1957  called  "La  Petite 
Corrida"  (The  Small  Bullfight)  in  a  limit- 
ed edition  of  50.  But  Picasso,  like  many 
artists  of  his  day,  didn  t  destroy  the 
plate.  Now  a  New  York  marketing  outfit 
called  The  Metropolitan  Gallery  of  Fine 
Art  (sic),  which  contends  that  one  of  the 
original  50  Picasso  prints  is  today  worth 
"many  thousands  of  dollars,"  is  offering 
the  same  lithograph  in  a  new  edition  of 
8,000  for  a  mere  $125  per  print.  What 
about  the  guy  who  may  have  recently- 
paid  "many  thousands  of  dollars  for  one 
of  the  original  50?  Suddenly  he's  got  one 
of  8,0.50.  Yes,  it  might  be  argued,  but  his 
was  signed  by  the  great  Picasso.  How 
much  is  a  Picasso  autograph  worth? 
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We  hate  to  say  it,  but  you  have  to  use 
almost  as  much  caution  in  shopping  for  a 
lithograph  as  you  do  for  a  used  car.  Deal- 
ing and  haggling  is  common  and  to  be 
expected.  Dealers  usually  buy  new 
prints  for  50%  of  the  publisher's  list 
price — so  they  have  plenty  of  room  to 
deal.  Then,  too,  some  dealers  get  better 
deals  than  others.  "A  publisher  called 
me  this  morning  with  a  new  edition," 
says  one  dealer.  "He  offered  the  regular 
50%  discount,  plus  40%."  In  other 
words,  a  print  listed  at  $200  would  be 
sold  to  one  dealer  for  $100  and  to  an- 
other for  $60.  That  means  a  careful  print 
shopper  could  conceivably  come  across 
the  same  print  selling  for  anywhere  from 
$90  to  $200 — and  in  almost  all  cases  the 
dealer  would  be  making  a  nice  margin. 
What  does  the  artist  get?  Big  names,  of 
course,  get  better  deals.  But  a  young 
artist  just  getting  started  would  be  lucky 
to  get  10%  of  the  list  price  as  part  of  his 
deal  with  the  publisher. 

So,  what  of  the  dream  of  making  a 
killing  in  lithographs,  as  people  some- 
times do  in  one-of-a-kind  art?  It's  almost 
impossible.  Remember,  in  the  first 
place,  that  100%  markup.  Your  print 
must  double  in  value  before  you  even 
make  back  the  typical  dealer's  discount. 
(Where  are  the  customers'  yachts?)  If  it 
takes,  say,  ten  years  for  the  print  to  do 
that,  you  have  made  a  fast  6%  on  your 
money.  Unless  you  really  like  the  print, 
you  are  better  off  in  savings  certificates. 

In  prints,  moreover,  the  sky  is  rarely 
the  limit.  The  highest  price  for  a  litho- 
graph is  $188,650  for  an  1897  Toulouse- 
Lautrec  sold  in  1973  (one  of  12  in  that 
edition).  A  Picasso  painting  may  go  for 
$300,000  to  over  $1  million,  while  com- 
parable Picasso  lithographs  cost  between 
$15,000  and  $180,000.  Museum-quality 


prints  of  well-known  artists  sell  for  as 
little  as  $1,000;  paintings  by  the  same 
artists  will  cost  at  least  ten  times  more. 

But  people  can  dream,  can't  they?  "Al- 
most everyone  who  comes  in  here  asks 
about  appreciation,"  says  gallery  owner 
Mitchell  Sewall.  Publisher  Alex  Rosen- 
berg agrees:  "People  are  more  interested 
in  the  appreciation  of  art's  monetary 
worth  than  in  the  quality  of  the  art.  " 

So,  just  as  predictably,  print  salespeo- 
ple continue  to  go  out  of  their  way  to 
stress  the  questionable  investment  as- 
pects of  print  buying — despite  expert  es- 
timates that  90%  of  art  sold  depreciates 
in  value  rather  quickly. 

Consider,  for  example,  an  attractive 
young  saleswoman  in  a  midtown  gallery 
who  sizes  up  her  prey,  then  blurts  out: 
"Are  you  interested  in  art?  I've  got  a 
very  good  investment  for  you."  She  goes 
on  to  describe  a  portfolio  of  13  prints  by 
13  different  artists  in  an  edition  of  200 
sets,  respectfully  commissioned  "in  hon- 
or of  Michelangelo's  birthday."  (Don't 
ask  what  she  did  for  Michelangelo  last 
year.)  The  price:  something  over  $5,000 
a  set. 

"Pure  gimmickry,"  says  one  art  ex- 
pert. "That  is  as  much  of  an  investment 
as  an  Irish  Sweepstakes  ticket.  Look, 
there  are  thousands  of  artists  making 
prints  today,  and  even  the  good  ones  are 
overproducing.  Who  knows  which  prints 
and  which  artists  are  going  to  make  it  to 
the  top?" 

So  cool  your  jets,  all  you  baby  Rocke- 
fellers and  high-rise  de  Medicis.  Follow 
instead  the  advice  of  the  cool-headed 
print  curator  at  the  Metropolitan  Muse- 
um of  Art,  Colta  Ives:  "Don't  buy  art  as 
an  investment.  Don't  pay  more  for  it 
than  it  is  worth  to  you  to  have  it  hanging 
on  your  wall."  ■ 


Fake:  In  his  right  hand,  print  dealer  Sylvan  Cole  Jr.  holds  a  photomechanical  forgery 
of  a  Giorgio  Morandi  etching.  The  real  Morandi  in  his  left  hand  sells  for  $6,000. 
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Underpinning:  Can  Iran's  infant  nonoil  economy  support  the  marble-clad  luxury  apartments  now  rising  over  yesterday's  huts? 

Is  Time  Running  Out 
For  The  Shah  Of  Iran? 

Perhaps  it  is,  but  not  because  of  rioting  students  and 
religious  fanatics.  The  revolution  that  threatens  his 
imperial  rule  is  the  upheaval  he  started  himself,  a 
revolution  of  glorious  hopes  and  probably  unrealizable  ambitions. 


By  GEOFFREY  SMITH 

In  the  middle  of  a  traffic  circle  in  down- 
town Shiraz,  about  LOO  miles  inland  from 
the  Persian  Gulf  in  southwestern  Iran, 
there  stands  a  concrete  obelisk  five  sto- 
ries high,  topped  by  an  eternal  flame. 
Surrounded  by  struggling  rosebushes 
and  parched  crabgrass,  the  obelisk  is 
simply  a  monument  to  oil  and  gas.  Its 
very  shabbiness  may  be  symbolic. 

The  Shall  of  Iran,  one  of  the  main 
pillars  of  U.S.  petropolicy  and  producer 
of  10%  of  the  world's  oil,  is  in  trouble — 
but  not  because  of  student  and  religious 
riots.  He  is  in  trouble  because  the  $85. 1 
billion  in  oil  money  that  has  ponied  into 
his  economy  since  1973  cannot  build  a 
self-sustaining  industrialized  economy 
before  oil  exports  vanish. 

By  1993,  according  to  the  government 
itself,  Iran  will  entirely  cease  to  be  an 
exporter  of  oil  and  will  be  producing  only 


enough  for  its  domestic  needs.  How  then 
will  it  finance  the  massive  imports  of 
food,  industrial  equipment  and  interme- 
diate manufactured  products  that  its  ex- 
panding economy  will  need? 

The  hope  has  been  that  exports  of  such 
things  as  petrochemicals,  steel,  copper 
and  gas  will  take  up  the  slack.  That  hope 
is  fast  dwindling  as  the  trade  balance 
worsens.  From  1973  to  1977  Iran  s  im- 
ports shot  up  from  $3.2  billion  to  $14. 2 
billion,  but  over  the  same  period  nonoil 
exports  barely  held  even  at  just  over 
$500  million.  ' 

Listen  to  an  authoritative  report  is- 
sued recently  by  Eurofinance,  a  highly 
regarded  eeonomic  research  group  that 
is  owned  by  some  of  the  worlds  most 
powerful  banks:  "Expenditure  on  build- 
ing up  industrial  potential  and  infra- 
structure too  rapidly  will  bankrupt  the 
country  long  before  the  new  indus- 
tries  can   generate   adequate  foreign- 


exchange  earnings  to  service  debt. 

A  similar  bankruptcy  warning  came 
this  March  from  Iran's  own  minister  of 
commerce,  Kazem  Khosrovshahi.  during 
the  budget  debate. 

Bankruptcy?  For  a  nation  that  last 
year  earned  $23  billion  from  petroleum 
exports?  It  s  not  so  farfetched  as  it 
sounds.  As  Iran  has  developed,  as  its 
economy  has  grown  more  complex,  its 
dependence  on  imports  grows  apace. 
This  is  true  of  any  developing  country.  If 
the  expanded  industrial  base  also  pro- 
duces' growing  exports,  the  problem  is 
manageable.  But  Iran  faces  the  prospect 
of  rising  imports  and  declining  overall 
exports. 

Louis  Turner,  Mideast  specialist  at 
London's  prestigious  Royal  Institute  of 
International  Affairs,  sums  it  up  suc- 
cinctly: "They're  starting  to  borrow  quite 
heavily  now.  The  ability  to  get  external 
financing  is  going  to  be  [a  big  problem]." 
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Adds  another  Mideast  expert:  "We  knew 
Iran  was  in  trouble  about  money  as  early 
as  October  1975  when  they  decreed  that 
no  new  contracts  could  be  signed  for 
about  three  months.  A  day  of  reckoning 
must  come. 

What  about  the  riots? 

That  day  of  reckoning  has  little  to  do 
with  the  highly  publicized  riots  of  recent 
months,  however.  As  in  most  developing 
countries  with  young  political  institu- 
tions, the-  scent  of  possible  violence 
seems  never  far  away  in  Iran.  In  part  this 
is  because  of  a  highly  visible  military 
presence  and  a  much  less  visible  reliance 
on  secret  agents  (the  dreaded  Savak). 
For  five  long  blocks  beside  one  of  the 
main  avenues  of  Shiraz  one  passes  a 
large,  modern  military  compound  sur- 
rounded by  barbed-wire  fencing  ten  feet 
high.  On  the  hillside  behind  are  great 
Parsi  characters  in  white  stone  that  say: 
"God.  King.  Country." — the  Army's 
motto.  One  is  surprised  to  learn  that 
these  barracks  were  not  here  until  three 
months  ago — shortly  after  the  bloody  ri- 
ots in  Tabriz  and  Qom. 

But  the  scent  of  violence  is  elusive. 
The  ancient  covered  bazaar  in  Shiraz,  an 
earthen  arcade  far  cooler  than  the  street 
in  the  blazing  midday  sun,  is  jammed 
with  shoppers.  Suddenly  there  is  shout- 
ing. The  entire  crowd  surges  headlong 
for  the  exits.  Students  have  appeared 
carrying  placards  protesting  the  shooting 
of  a  theology  student  by  paratroopers  in 
Qom  the  week  before.  There  is  the 
thought  that  the  police  may  open  fire. 
But  the  crowd  does  not  panic.  The  dan- 
ger seems  remote.  Soon  people  are 
laughing  with  typical  Iranian  good  hu- 
mor. Five  minutes  later  the  scene  has 
nearly  returned  to  normal. 

Alert  photographers  captured  the  nas- 
ty sight  of  heavy  tanks  and  armored  cars 


on  the  streets  of  Tehran,  Tabriz  and 
Qom  in  early  May,  dispelling  crowds  of 
angry  students  and  Moslem  conserva- 
tives. Yet  in  Tehran  two  days  later,  on 
the  site  of  those  riots,  the  bazaar  is  open 
for  business,  people  seem  to  be  behaving 
normally,  not  a  tank  is  in  sight,  and  the 
only  weapon  visible  sits  in  the  white 
holster  of  a  policeman. 

Western  reporters  are  free  to  talk  to 
opposition  leaders  like  Ayatullah  Shar- 
ietmadari,  unofficial  head  of  the  Shi'ite 
Moslem  sect,  who  want  Iran  to  be  gov- 
erned by  the  harsh  edicts  of  the  Koran, 
as  in  Saudi  Arabia  and  Libya.  Sharietma- 
dari  talks  passionately  of  revolution.  But 
just  how  much  popular  political  support 
the  Shi'ites  enjoy  is  very  much  in  ques- 
tion. Iran's  factory  workers  have  no  rea- 
son to  oppose  the  Shah;  their  real  wages 
have  risen  smartly  in  recent  years.  The 
peasants  owe  their  land  to  him,  much  of 
it  liberated  from  Moslem  religious  lead- 
ers. And  certainly  the  413,000-strong 
armed  forces  owe  him  their  high  wages, 
comfortable  living  quarters  and  billions 
of  dollars  in  the  latest  (imported)  military 
hardware  and  gadgetry.  If  Iran  does  not 
love  its  Shall,  most  Iranians  seem  to 
respect  him. 

Give  the  Shah  credit,  too,  for  the 
wholehearted  way  he  has  poured  most  of 
the  oil  money  back  into  the  economy. 
His  government  has  sincerely,  if  not  al- 
ways wisely,  tried  to  invest  for  the  coun- 
try's future.  Oil — which  spurted  to  60% 
of  the  gross  national  product  in  1974,  on 
the  heels  of  OPEC  s  sudden  action — has 
since  subsided  to  40%.  Oil  has  declined 
moderately,  but  growth  in  the  nonoil 
segment  of  the  economy  has  been  con- 
tinuously impressive:  14.4%  in  1976; 
9.4%  in  1977;  an  estimated  15%  to  18% 
this  year.  Few,  if  any,  nations  can  match 
that  growth  pace. 


The  Shah  shows  little  sign  of  easing  up 
on  the  accelerator.  Expenditures  in  the 
national  budget  this  year  are  a  shade 
over  $59  billion,  73%  of  the  gross  nation- 
al product,  up  from  $49  billion,  74%  last 
year.  Most  of  this  money  will  go  either 
for  industrial  development  or  into  the 
infrastructure — roads,  sewers,  commu- 
nications, housing — needed  to  support 
the  industrialization. 

So,  where  has  the  Shah  gone  wrong? 
Simply  in  underestimating  the  difficul- 
ties of  taking  a  nation  from  the  16th 
century  to  the  20th  century  in  a  few 
decades.  All  of  the  Shah's  talk  about 
becoming  an  industrial  superpower  has 
built  up  expectations  among  his  subjects 
that  are  impossible  soon  to  fulfill.  In 
Iran's  teeming,  unlovely  capital  of  Teh- 
ran (2  million  population  in  the  1950s,  5 
million  now),  it  is  next  to  impossible  to 
find  a  decent  place  to  live.  Yet  local 
newspapers  report  that  some  20,000 
brand-new  buildings  stand  empty  in 
Tehran  with  at  least  45,000  housing  units 
in  them.  Most  are  marble-clad,  luxury 
high  rises  rendered  instant  white  ele- 
phants about  a  year  ago  when  the  Shall 
decided  to  subsidize  mortgages  and  im- 
pose rent  control. 

"The  price  I  paid  for  my  apartment 
last  year  is  30%  more  than  what  I  would 
pay  now,"  laments  Malnnoud  Ahmadi, 
deputy  managing  director  of  the  quasi- 
governmental  Export  Corporation  of 
Iran.  "I  borrowed  over  half  of  the  money 
from  the  bank  because  I  figured  the 
property  value  would  increase  at  least 
that  much  in  one  year.  But  I  lost  on  my 
speculation  because  the  government 
stepped  in  and  held  down  inflation  in 
housing  and  land." 

Even  so,  Ahmadi  is  not  persuaded  that 
inflation  in  Iran  today  is  as  low  as  25% 
(let  alone  15%,  as  some  government  ofR- 


Omen:  The  maddening,  unendurable  traffic  jams  of  Tehran  are  among  the  fruits  of  Iran's  massive  industrialization  program. 
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rials  insist).  "From  my  own  experience," 
he  says,  "I  would  say  it's  over  25%. 
Maybe  30%,  or  35%.  Wages,  for  exam- 
ple, have  shot  up  tremendously."  Ac- 
cording to  government  sources,  con- 
struction workers'  wages  have  gone  from 
$1  a  day  to  $12  or  $13  a  day  in  the  same 
period.  With  a  tight  labor  market  and 
soaring  prices,  Iranians  moonlight  ag- 
gressively. Job  hopping  is  endemic. 
(Government  measures  of  inflation  may 
well  be  on  the  low  side,  since  they  are 
based  on  "official  prices,"  not  the 
prices  actually  paid  by  consumers.) 

Recently  Ahmadi  bought  himself  a 
new,  imported  Fiat  for  about  $9,200, 
rather  than  the  cheaper  ($7,100)  Pay- 
kan,  basically  a  Chrysler  UK  Hillman 
manufactured  locally.  He  couldn't  af- 
ford a  U.S.  car,  many  of  which  are 
also  largely  manufactured  locally.  (A 
Chevrolet  goes  for  about  $15, (XX), 
and  a  Cadillac  Seville  is  at  least  twice 
that.)  But  for  Ahmadi  and  his  fellow 
Tehranis,  there  is  little  thrill  in  ear 
ownership.  Tehran  today  must  have 
the  worst,  most  persistent  traffic  jams 
of  any  city  on  earth,  including  Sao 
Paulo,  New  York,  Los  Angeles  or  La- 
gos. Driving  from  one  part  of  the  cit) 
to  another  during  the  day  means  hav- 
ing to  endure  well  over  an  hour  of 
nerve-shattering  horn-honking  in  sti- 
fling, dusty  streets,  jumping  lights, 
ignoring  pedestrians,  and  jockeying 
furiously  for  six  feet  of  forward  prog- 
ress here,  ten  there.  The  resultant  ail 
pollution  is  horrendous. 

There  are  other  inconveniences. 
Power  blackouts  are  a  recurring  phe- 
nomenon. The  new  telephones  being 
installed  throughout  Tehran  (there  is 
a  two-year  waiting  list  and  a  $950 
installation  charge)  are  nice  to  have, 
but  there's  no  telephone  directory  . 
Western  companies  have  learned  to 
use  the  Telex — which  does  have  a 
directory — to  pick  out  local  corporate 
telephone  numbers.)  A  growing  num- 
ber of  service  interruptions  on  Teh- 
ran telephone  lines  have  been  traced 
recently  to  rats  gnawing  on  cables, 
even  in  new  buildings.  One  possible 
reason:  Tehran  has  no  sewage  system. 
Since  much  of  the  town  is  built  on  the 
lower  slopes  of  the  snowcapped  Za- 
gros  Mountains,  the  city  fathers  figure 
the  raw  sewage  will  just  sort  of  filter  out 
into  the  surrounding  desert.  This  does 
not,  they  explain,  endanger  Tehran's  wa- 
ter supply,  which  comes  from  mountain 
springs  above  the  city.  But  they  concede 
there  will  not  be  enough  water  if  Tehran 
grows  any  further. 

Inevitably,  amid  these  frustrations  a 
major  credibility  gap  has  emerged.  Even 
the  closely  watched  press  complains  fre- 
quently of  the  unreliability  of  govern- 
ment statistics  and  discrepancies  in  fig- 
ures on  the  same  subject  from  different 
government  bodies.  F.  Soleimani,  Majlis 
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(parliament)  representative  from  Shahi, 
recently  called  on  the  government  to 
prosecute  anyone  who  falsified  statistics 
^and  said:  "I  hope  the  government  will 
take  statistics  seriously." 

Though  a  sympathetic  observer  might 
be  tempted  to  dismiss  such  inconven- 
iences as  mere  "growing  pains,"  they 
are  symptoms  of  more  fundamental 
problems 

"It's  very  easy  to  build  factories,"  says 
Hussein  Maadi,  deputy  minister  of  com- 
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Payoff:  The  Shah  can  speed  up  the  assembly 
line  of  Paykan  cars,  but  where  will  he  find  the 
beef  to  feed  those  newly  rich  workers? 


merce,  "but  when  you  start  rapid  indus- 
trial development,  population  growth 
patterns  change.  You  simply  can  t  move 
fast  enough  to  develop  the  housing,  the 
hospitals,  the  electricity,  the  water,  the 
streets.  If  you  want  to  keep  people  hap- 
py, you  have  to  invest  in  these  nonpro- 
ductive infrastructure  areas  right  from 
the  beginning.  The  trouble  is,  it  slows 
your  rate  of  growth  down  by  a  third  or 
even  half  of  what  it  would  be  if  you  just 
invested  in  productive  areas — which  is 
why  most  countries  don't  want  to  do  it. 
Look  at  East  Europe,  for  example.  To 
them  it's  not  a  problem  to  have  every- 


thing  for  the  people  at  the  same  time." 
But  in  Iran  it  is,  even  though  the  Shah 
does  not  yet  permit  free  elections. 

In  area  after  area  of  the  Iranian  econo- 
my, giving  people  the  higher  standard  of 
living  they've  been  taught  to  expect 
means  exponentially  increased  produc- 
tion.  Take  beef,  for  example.  Give  a  man 
1%  more  income  and  he  ll  want  1.9% 
more  beef,  economists  say.  In  the  early 
Sixties  the  average  Spaniard  consumed 
about  23  kilograms  of  beef  and  poultry. 
Today  he  consumes  over  50  kilo- 
grams. Iran's  Maadi  knows  what  to 
expect    What  he  doesn't  know  is 
where  all  that  beef  is  going  to  come 
from.    "Today   we   consume  about 
740,000  tons  of  red  meat  a  year,  and 
import  150, 000  tons  of  that,"  he  says. 
"That  works  out  to  a  bit  over  20  kilo- 
grams of  red  meat  per  person  as  com- 
pared to  40  kgs  per  person,  which  is 
the  lowest  European  consumption.  If 
we  try  for  40  kgs  per  person  in  15 
years'  time  with  a  population  of  what 
will  be  50  million  Iranians,  we'll  need 
around  2  million  tons  of  red  meat. 
Even  if  we  could  throw  all  possible 
resources  into  producing  as  efficiently 
as  we  can,  we  simply  can't  produce 
over  1  million  tons  ourselves. 

"So  we  would  have  to  import  1 
million  tons.  The  trouble  is,  total  im- 
ports of  red  meat  by  all  countries  in 
the  world  will  be  just  3  million  tons 
this  year.  We  simply  can  t  import  1 
million  tons  of  red  meat  15  years  from 
now,  especially  when  many  of  today  s 
exporters  of  meat  in  Europe  and 
South  America  will  be  importers." 

Worse,  mushrooming  internal  de- 
mand for  other  products  undermines 
the  foreign-exchange  earning  poten- 
tial needed  to  pay  for  all  that  extra 
beefsteak.  Five  years  ago  Iran  manu- 
factured 150,000  air  coolers  and  ex- 
ported .50,000  of  them.  Last  year  she 
manufactured  400,000  air  coolers, 
and  dealers  had  domestic  orders  for 
200,000  more.  So,  obviously,  there 
were  no  exports.  "It  seems  no  matter 
how  much  they  increase  production, 
they  cannot  satisfy  demand,"  says 
Maadi.  "Air  cooler  production  is  30% 
higher  this  year  than  last,  and  you 
can't  find  any.  Water  heater  produc- 
tion is  .50%  higher  and  you  can't  find  any 
of  them,  either." 

To  avoid  rampant  profiteering  in  such 
a  sellers'  market,  and  to  attempt  to  start 
up  some  sort  of  export  business,  the 
Iranian  government  three  months  ago 
told  manufacturers  that  if  they  wanted 
low-interest  loans  with  which  to  increase 
production,  or  even  permission  to  raise 
prices,  they  had  to  agree  to  export  20% 
of  their  production.  "You  can  always  im- 
port. sa\s  Maadi.  "But  you  cannot  al- 
ways export.  It  may  take  10  or  15  years  to 
develop  an  export  market. 

Unfortunately,   many  of  the  export 
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markets  Iran  is  pinning  her  hopes  on  for 
the  Eighties  are  at  present  in  chronic 
overcapacity:  petrochemicals,  steel,  cop- 
per. Oil  itself  is  expected  to  be  in  over- 
supply  until  at  least  1990,  according  to 
Exxon  and  independent  petroleum  ana- 
lysts. Since  what  is  logical  diversification 
for  Iran  looks  equally  logical  to  its  oil- 
rich  Arab  neighbors,  overcapacity  in 
these  industries  could  grow  far  worse  in 
the  next  several  years. 

Take  petrochemicals,  for  example. 
"Right  now  five  major  companies  are 
putting  up  five  ethylene  plants  in  Saudi 
Arabia,"  complains  Baqer  Mostofi,  boss 
of  Iran's  petrochemical  industry.  "If  they 
all  do  what  they  are  expected  to  do, 
Saudi  Arabian  production  of  ethylene 
will  be  1.3  billion  tons  a  year.  That's  12% 
of  world  demand  in  a  good  year,  and  that 
is  far  too  much.  The  local  market  is  not 
there,  so  it  is  all  going  to  be  exported. 
And  ethylene  is  something  you  can't 
keep.  If  it  changes  to  polyethylene  you 
are  going  to  have  plastics  coming  out  of 
your  ears.  So  you  have  to  sell  it.  I  don't 
know,  but  Saudi  Arabia  will  probably 
dump  it  all  over  the  world. 

Saudi  Arabia  won't  be  alone.  After 
years  of  delay  negotiating  with  Japanese 
partners,  Mostofi  is  now  pumping  capital 
into  that  same  industry  at  the  rate  of  $1 
billion  a  year,  with  the  avowed  intention 

i  of  picking  up  "most,  if  not  all"  of  the 
slack  when  oil  exports  start  to  collapse  in 

i  ten  years'  time.  That's  a  lot  of  slack. 
Iranian  oil  exports  today  run  in  the 
neighborhood  of  $25  billion. 

If  there's  one  thing  the  world  doesn't 
need,  it's  billions  and  billions  of  dollars 
worth  of  additional  petrochemical  capac- 
ity. The  latest  study  of  CEFIC,  the  Eu- 
ropean Council  of  Chemical  Manufactur- 

i  ers  Federations,  looks  as  far  ahead  as 
1981  and  predicts  steadily  worsening 
overcapacity  in  Europe — especially  in 
basic  petrochemicals  like  ethylene.  Oth- 


have  one  coming  on  stream  this  year  that 
will  produce  about  1  million  to  2  million 
tons  of  propane  and  butane  a  year, 
430,000  tons  of  ethylene,  360,000  tons  of 
benzene,  140,000  tons  of  xylenes  .  .  .  it's 
a  big  plant.  "  The  fact  that  it  costs  at  least 
50%  to  80%  more  to  build  that  plant  in 
Iran  (some  Western  businessmen  think 


produces  only  about  30%  of  her  steel 
requirements,  but  deputy  minister  of 
economics  and  finance  Ahmad  Kooros 
says,  "We'll  be  completely  self-sufficient 
in  steel  when  our  Bandar  Abbas  complex 
comes  on  stream  in  two  years.  And  after 
that  we'll  export.  If  we  hadn't  expected 
to  export  steel,  we  would  not  have  in- 


Hidden  Worry:  Despite  the  highly  visible  military,  the  Shah's  big  worry  is  not  riots 
but  whether  he  can  build  a  viable  economy  before  his  oil  exports  run  dry. 


over  twice  as  much)  is  only  a  minor 
irritation  at  the  moment,  although  it 
raises  interesting  questions  about  the 
long-term  economics  of  the  investment. 
Iran  and  Saudi  Arabia  think  they  can 
arm-twist  their  way  into  the  petrochemi- 
cal market  by  insisting  that  customers 
who  buy  their  oil  also  buy  a  certain 
amount  of  petrochemicals.  But  how 
much  clout  will  Iran  have  when  it  has  no 
more  crude  oil  to  export?  Not  much. 

At  the  moment,  the  whole  question  is 
academic.  Iran  is  in  the  perhaps  fortu- 
nate position  of  consuming  all  the  petro- 
chemicals she  produces.  True,  some  $3- 
billion  worth  of  capacity  is  slated  to  come 


". . .  It's  easy  to  build  factories,  but  when  you  start  rapid 
industrial  development,  population  growth  patterns 
change.  You  simply  can't  move  fast  enough  to  develop  the 
housing,  hospitals,  electricity,  water,  streets' .  . ." 


er  studies  warn  of  overcapacity  for  the 
entire  decade,  as  former  export  markets 
in  the  Far  East  and  Eastern  Europe 
become  increasingly  self-sufficient.  The 
outlook  for  U.S.  and  Japanese  producers 
is  not  much  brighter. 

Iranians  react  belligerently  to  such 
gloomy  forecasts.  "We  have  the  resource 
cheaper  than  the  Europeans,"  says 
Maadi  of  Commerce.  "We  can  crush 
them!"  Mostofi  points  to  Iran's  sup- 
posedly superior  economies  of  scale. 
"We  are  in  competition  with  Exxon,  he 
says  proudly.  "The  plants  we're  putting 
in  are  about  the  largest  in  the  world.  We 


on  stream  within  a  year,  but  Mostofi 
admits  he'll  be  lucky  to  get  $600-million 
worth  of  exports  out  of  that.  "We've  got  a 
150, 000- ton  polyvinyl  chloride  plant 
coming  on  next  year,"  he  says.  "We  re 
importing  120,000  tons  of  PVC  this  year. 
By  the  time  we  get  the  plant  going  it'll  all 
be  going  to  the  domestic  market."  It's 
not  an  encouraging  picture  for  the  indus- 
try that  Iran  is  counting  on  more  than 
any  other  to  supply  export  earnings 
when  oil  income  dries  up. 

It  is  somewhat  the  same  story  in  steel, 
another  industry  languishing  in  severe 
depression  worldwide.  At  present  Iran 


vested  in  Krupp  and  we  would  not  have 
entered  into  that  joint  iron-ore  venture 
in  India. 

But  as  even  Kooros'  fellow  govern- 
ment officials  admit,  it  is  patently  absurd 
to  predict  steel  self-sufficiency,  let  alone 
an  export  surplus,  for  Iran  in  just  two 
years.  In  two  years,  with  luck,  Iran  will 
have  6  million  tons  of  steel  capacity.  But 
Iran  had  to  import  1.2  million  tons  of 
steel  last  year  for  just  one  of  Baqer  Mos- 
tofi s  new  petrochemical  plants.  "Two 
years  is  not  right,"  admits  Mehdi  Ghaf- 
farzedeh,  deputy  minister  of  industry 
and  mines,  "not  with  the  rapid  industri- 
alization we've  been  undergoing.  Steel 
consumption  in  Iran  has  been  growing  at 
about  25%  a  year."  At  best,  Iran  may  be 
able  to  make  70%  of  its  steel  by  1986. 

Export  prospects  look  slightly  better 
for  copper.  In  the  mountains  just  south 
of  the  vast  salt  desert  in  central  Iran  lies 
the  great  Sar  Cheshmeh  ore  body,  com- 
parable in  size  to  such  giants  as  La  Cari- 
dad  in  Mexico  or  the  Bougainville  mine 
in  Papua,  New  Guinea.  Proven  reserves 
at  Sar  Cheshmeh  stand  at  480  million 
tons  of  1.2%  ore  (about  half  the  richness 
of  Chilean  or  Zairean  ore)  down  to  a 
depth  of  300  meters. 

There  have  been  serious  delays  in  the 
$  1 .2-biIlion  project,  which  was  started 
seven  years  ago.  "We're  behind  sched- 
ule at  Sar  Cheshmeh  because  we  got 
mesmerized  by  oil,"  Kooros  concedes. 
But  after  1981,  when  a  Krupp-designed 
copper  refinery  comes  on,  Iran  expects 
to  export  one-third  of  the  refinery's 
168, 000-ton  output. 

The  trouble  is,  in  copper  as  in  oil  and 
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A  progress  repo 


Since  1968,  when  the  Sun 
Oil  Company  merged  with 
Sunray  DX,  the  company  has 
been  implementing  some  bold 
and  far-reaching  changes  to 
better  cope  with  the  realities  of 
today. 

Most  visible  has  been  the 
name  change  to  Sun  Company, 
Inc.,  and  the  accompanying 
restructuring  from  an  integrated 
petroleum  company  to  a  diver- 
sified management  company 
made  up  of  14  stand-apart  oper- 
ating units. 

What's  happened  so  far? 

Here,  Chairman  H.  Robert 
Sharbaugh  answers. 

What's  behind  the  changes 
you're  making  at  Sun? 

We're  going  at  two  things  at  once. 
One  is  increasing  the  flexibility  of  Sun, 
the  parent  company.  The  other  is  opening 
up  new  opportunities  for  our  individual 
companies  and  managers  to  grapple  with 
and  influence  their  own  destinies. 

How's  it  working? 

A  lot  of  good  things  are  already 
coming  out  of  Sun's  getting  rid  of  its  "inte- 
grated mentality."  Our  operating  units 
are  steadily  becoming  more  independent 
of  each  other. 


TEN  YEARS  OF  SUN  GROWTH 


I 

  Book  value  per  share" 

(fully  diluted) 

(fully  diluted) 

per  common  share* 

'adjusted  for  Stock  dividend* 
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The  above  chart  points  up  the  progress  the 
company  has  made  in  the  decade  since  the  Sun 
and  Sunray  DX  merger.  All  dollar  figures  are 
annual  dollars  per  snare  of  common  stock. 

There's  been  an  unlocking  of  the 
talents  and  abilities  of  individual  managers 
—  and  an  enlarging  of  the  capacities  of 
the  operating  units  themselves. 


Your  emphasis  on 
flexibility,  is  this  what 
led  to  the  forming  of  Sun's 
stand-apart  operating  units? 

It's  a  big  part  of  it.  The  new  structure 
does  allow  for  flexibility  in  terms  of  cre- 
ating multiple  options  for  new  businesses 
we  enter,  and  businesses  we've  been  in  for 
a  long  time. 

We're  not  dealing  here  with  two  years 
or  five  years.  We're  concerning  ourselves 
with  getting  the  company  into  a  position 
of  flexibility  so  it  can  exercise  its  options 
overtime  horizons  of  a  decade,  two  decades, 
and  longer. 


OPERATING  UNITS  OF  SUN  COMPANY 


Sun  Production  Company 
Sun  Gas  Company 
Sunmark  Exploration  Company 
Sunoco  Energy  Development  Co. 
Great  Canadian  Oil  Sands  Limited 

Sun  Oil  Company  Limited 
Sun  Petroleum  Products  Company 
Sunmark  Industries 
Sun  Pipe  Line  Company 
Sun  International,  Inc. 
Sun  Enterprises  Group 
Sun  Shipbuilding  and  Dry  Dock  Company 
Sperry-Sun,  Inc. 
Administrative  Services  Group 


What  kinds  of  options? 

Options  that  give  us  the  freedom  to 
direct  our  own  future  as  much  as  possible. 

For  example,  what  directions  these 
businesses  go  in,  what  funds  go  into  them, 
and  who  shares  in  their  ownership. 
And  how  slowly  or  how  rapidly  we  move 
the  asset  values  that  have  been  in  the 
business,  either  into  the  regeneration  of 
the  present  businesses,  or  in  new  directions. 

How  do  you  view  Sun? 
As  an  operating  company 
or  as  a  holding  company? 

It's  neither.  Our  relationship  to 
each  of  our  operating  companies  is  this 
—  we're  directly  concerned  with  shaping 
the  enterprise,  charting  its  future  course, 
and  directing  the  utilization  of  the  cash 
flow  it  generates. 

Beyond  that,  it  is  the  job  of  each 
unit  to  develop  its  own  independent 
tactics  and  outperform  its  competitors. 

Where  does 
Becton,  Dickinson  fit  in? 

Sun  doesn't  own  Becton,  Dickinson, 
nor  do  we  direct  its  operations.  With  our 
$293  million  purchase  of  34%  of  Becton, 
Dickinson  shares,  we  have  taken  a  strong 
equity  position  which  creates  several 


future  options  that  will  be  open  to 

Does  putting  $293  millii 
into  Becton,  Dickinson  m 
you've  given  up  risk-tak 
in  the  energy  business 

Definitely  not.  We  have  the  re 
to  do  both.  Energy,  and  particularl- 
petroleum,  is  far  and  away  the  bigg 
part  of  our  business. 

Sun's  capital  outlays  for  1978, 
including  intangible  development 
are  projected  to  exceed  a  billion  dc 
From  $750  to  $800  million  of  this 
be  spent  in  energy-related  areas. 

For  example,  Sun  obtained  a 
favorable  position  in  the  Atlantic  < 
area  —  Baltimore  Canyon  —  in  th 
lease  sale.  The  outlay  was  $54  mill 
and  relative  to  our  market  capitali; 
this  gives  Sun  a  significant  exposui 
the  Baltimore  Canyon  area. 


Exploration  drilling  commenced  in  A 
of  this  year  in  the  Baltimore  Canyon  area 
U.S.  Atlantic  Coast.  With  the  expenditi 
$54  million,  Sun  has  gained  positior 
in  nine  high-potential  tracts  here. 

What  about 
the  Gulf  of  Mexico? 

We  have  invested  more  than 
one-quarter  of  a  billion  dollars  in  C 
of  Mexico  tracts  since  1969,  and  tr 
investment  is  now  beginning  to  pa 

Sun  will  gain  additional  gas 
production  from  seven  platforms  a 
onstream  this  year.  Four  will  be  opi 
by  Sun  Gas  Company.  With  anoth 
six  platforms  expected  to  come  ons 
in  1979  and  1980,  our  new  offshore 
natural  gas  production  should  appr 
140  million  cubic  feet  per  day. 

That's  just  about  12%  of  our  c 
production,  and  it  will  sustain  Sun 
supply  by  offsetting  declines  in  ma' 
reservoirs. 


on  the  new  Sun* 


What's  happening  in 
sat  Canadian  Oil  Sands? 

reat  Canadian  Oil  Sands  has 

around  operationally,  with  two 

Die  years,  1976  and  1977. 

fe  currently  have  a  positive  cash 

cause  the  prices  we're  receiving 

\g  faster  than  operating  costs. 

er,  Sun's  return  on  its  original 

lent  has  been  marginal. 

it  we  pioneered  it  as  a  long-range 

we  stuck  with  it,  and  the  outlook 
OS  continues  to  improve. 

Any  other 
•gy  commitments  besides 
roleum  and  natural  gas? 

:s.  Toward  the  end  of  1976, 
ioco  Energy  Development  Co. 
the  Cordero  Mine  near  Gillette, 
ng- 

ardero  has  reserves  of  519  million 
surface-mineable  coal,  30%  of 
der  long-term  sales  contracts.  In 
ales  from  this  mine  exceeded 
llion  tons. 

'ithin  the  next  five  years, 
o  should  be  a  major  profit 
utor  to  Sunedco.  We  expect  to 
first-phase  production  capacity 
illion  tons  in  the  early  1980's. 
market  for  coal  increases,  and  as 
successful  in  obtaining  new 
:ts,  production  at  Cordero  will 
?4  million  tons  over  the  next 
ten  years. 

ong-range,  do  you  see 
tional  profit  contributors 
in  the  energy  field? 

ght  now,  we're  active  in  uranium 
thermal  exploration,  but  as  far 
ributing  profit  is  concerned,  that's 
ar  down  the  road, 
m's  uranium  program  reached  full 
on  by  year-end  1977.  Active 
;  programs  are  now  underway  in 
Western  and  Southwestern  states, 
m  also  holds  over  160,000  acres 
kermal  rights  in  various  Western 
and  we  are  drilling  to  evaluate 
roperties. 

addition,  Sun  is  building  long- 
)sitions  in  the  Canadian  frontier 
-  the  Arctic  Islands,  Labrador  and 
ckenzie  Delta  —  and  we  still  hold 
ns  in  the  North  Sea. 

Why  did  you  sell  ofif 
than  1,600  service  stations 
nee  the  restructuring? 

fell,  it  certainly  doesn't  mean 


we're  getting  out  of  the  retail  end  of 
the  oil  business. 

One  of  the  benefits  of  setting  up 
the  Sun  operating  units  to  become 
stand-apart  companies  is  that  each  unit 
must  take  a  hard  look  at  itself.  It's  a 
continuing  process  of  evaluation  and 
change. 

For  Sunmark  Industries,  our  retail 
marketing  arm,  the  answer  was  to  sell 
off  assets  that  were  only  marginally  profit- 
able to  it.  The  proceeds  from  the  two- 
year  divestment  provided  $130  million 
for  reinvestment  in  other  areas  of  the 
corporation.  And  Sunmark  was  better 
positioned  to  put  its  time  and  efforts  into 
the  stations  and  marketing  approaches 
with  the  strongest  growth  potential. 


Sunmark  Industries  concentrates  on  developing 
marketing  approaches  which  demonstrate  the 
best  growth  potential,  including  combined  sales  of 
gasoline  and  convenience  foods,  self-service 
and  gas-only  stations. 

All  this  seems  to  be  saying 
Sun  is  dynamic  and  aggressive. 
Yet  not  very  long  ago  it  was 
said  to  be  too  conservative, 
and  today  it's  described  as 
having  a  split  personality. 

Yes,  that's  understandable,  because 
the  way  Sun  is  sometimes  perceived 
still  hasn't  caught  up  with  the  reality  of 
Sun  today. 

Over  a  long  history,  even  though 
Sun  was  bold  operationally,  it  was  very 
conservative  financially.  And  when  it 
came  to  giving  out  information,  the 
company  played  its  cards  pretty  close  to 
the  vest. 

Today  that's  changed.  One 
example  is  our  policy  of  communicating 
much  more  openly  about  our  business 
and  how  we're  doing,  for  good  or  bad. 

Another  example  is  our  dividend 
policy.  We're  steadily  increasing  our 
cash  payout  to  common  shareholders. 
Just  since  1976,  in  four  steps,  we've  gone 
from  $1.00  to  the  present  $2. 80  per  share 
in  annual  payout.  That's  a  major 
departure  from  our  previous  dividend 
policy.  And  it's  tangible  evidence  of  the 


new  board's  continuing  desire  to  pay 

a  larger  proportion  of  sustainable  earnings 

to  common  shareholders  in  cash. 

What  do  you  mean 
by  the  new  Sun  board? 

Over  an  extended  period  of  time, 
we  have  been  moving  from  a  board 
which  reflected  company  ownership  and 
a  posture  appropriate  to  the  1950's  and 
1960's  to  a  board  which  is  more  appropriate 
to  the  realities  of  today  and  tomorrow. 

Particularly  since  adding  our  first 
outside  director  in  1973,  the  Sun  board 
has  been  evolving  to  where  it  now 
gives  us  more  effective  direction  and 
guidance.  With  only  five  of  our  16 
board  members  being  company  officers, 
we've  reached  a  point  where  the 
perspectives  of  our  "outsiders"  have  real 
weight  and  meaning. 

How  soon  do  you  see 
further  diversification  moves 
taking  place? 

First  of  all,  we  have  a  major  commit- 
ment to  energy  development.  But  we  are 
also  committed  to  diversification. 

For  example,  we  don't  rule  out 
acquiring  a  company  with  sales  of  up  to 
$1  billion  in  any  of  several  industries, 
where  the  long-range  growth  and  profit 
opportunities  are  apparent  to  us. 
Particularly  if  it's  well-managed  and  the 
price  is  right. 

However,  before  we  enter  a  new  busi- 
ness, our  board  must  have  the  confidence 
that  we  can  do  better  for  our  shareholders 
than  they  could  do  for  themselves  if  Sun 
simply  put  the  money  into  even  higher 
dividends. 

If  you  have  any  questions  about 
Sun,  or  would  like  additional 
information,  write  Ella  W.  Wright, 
Director,  Shareholder  Relations, 
Sun  Company,  Inc.,  100  Matsonford 
Road,  Radnor,  PA  19087. 


steel  and  most  of  the  other  basics  in  Iran, 
internal  consumption  is  growing  far  fast- 
er than  expected.  Iran  will  be  quite  for- 
tunate to  earn  more  than  5%  of  her 
current  petro  foreign-exchange  earnings 
from  copper  by  the  mid-to-late  Eighties, 
when  it  will  be  sorely  needed. 

The  ace  up  the  Shah's  sleeve,  say 
some  observers,  is  all  thai  natural  gas — 
the  second  largest  reserves  in  the  world 
(after  the  Soviet  Union).  But  here,  too, 
romantic  expectations  may  run  well 
ahead  of  reality.  The  fact  is  that  Iran 
earned  only  about  $460  million  from  gas 
exports  last  year.  Mohsen  Shirazi,  direc- 
tor of  planning,  distribution  and  sales  for 
the  National  Iranian  Gas  Company,  says 
he  hopes  to  triple  that  to 
around  $1.5  billion  by  the 
mid-Eighties.  That  works 
out  to  around  5%  of  current 
petroleum  foreign-exchange 
earnings.  There  is  a  chance 
that  costly  liquefied  natural 
gas  deals  may  raise  that,  but 
Iran's  only  operating  LNG 
tanker  (the  world's  largest), 
owned  jointly  with  Gazo- 
cean  of  France,  is  soon  to  be 
laid  up  for  lack  of  business 
after  just  one  commercial 
voyage,  according  to  Tehran 
papers. 

What's  happening  is  that 
Iran  is  using  most  of  her 
natural  gas  internally  in  a 
desperate  effort  to  prolong 
the  life  of  her  more  valuable 
oil  exports. 

Last  year  Iran  produced 
about  2  trillion  cubic  feet  of 
gas,  flaring  off  a  little  under 
half  of  it.  Of  the  1  trillion 
cubic  feet  that  remained, 
some  30%  was  exported, 
33%  was  reinjected  into  old 
oil  fields  as  part  of  a  costly 
secondary  recovery  process, 
and  the  remaining  37%  was 
used  to  meet  Iran's  domes- 
tic requirements. 

Unfortunately,  Iran  is  at  a 

competitive  disadvantage   

with  other  gas-producing 
countries  in  terms  of  distance  from  mar- 
kets. Almost  all  of  Iran's  gas  exports  now, 
for  example,  come  from  the  celebrated 
IGAT  I  pipeline  to  Russia.  Under  the 
terms  of  this  complicated  deal,  Iran  sup- 
plies gas  to  southern  Russia,  and  Russia 
supplies  Germany,  Austria  and  France 
with  Siberian  gas,  which  is  then  regard- 
ed as  Iranian  gas  even  though  in  fact  it  is 
not.  Now  a  parallel  IGAT  II  is  being  laid, 
only  this  time  with  56-inch  pipe  instead 
of  40-inch. 

But  all  of  this  is  enormously  expen- 
sive. IGAT  I  cost  $700  million  to  build. 
IGAT  II  will  cost  a  shade  under  $2  bil- 
lion. Facilities  for  any  one  of  the  400- 
million-cubic-foot-a-day   LNG  projects 


now  being  discussed  run  to  nearly  $1 
billion,  not  to  mention  another  $600  mil- 
lion or  so  for  the  five  to  six  ships  needed 
to  transport  it.  And  that's  on  top  of  the 
vast  sums  required  to  develop  the  gas 
fields  themselves. 

There  are  signs  that  Iran  is  beginning 
to  sense  the  dangers  of  extremely  fast 
growth.  Hushang  Ansary,  the  high  priest 
of  hypergrowth  as  minister  of  economics 
and  finance  (Forbes,  Apr.  15,  1975), 
was  kicked  upstairs  four  months  ago  to 
the  chairmanship  of  the  National  Iranian 
Oil  Company.  This  occurred  around  the 
same  time  that  the  Shah  dismissed  the 
tough,  70-year-old  boss  of  his  feared  se- 
cret police.  The  combination  suggests  a 


Rough  Ride 

income  but 


:  Iran's  hypergrowth  has  yielded  gains  in 
also,  the  Shah  concedes,  "dislocation  and 


switch  in  the  Shah's  policies:  slower  de- 
velopment of  industry  and  more  atten- 
tion to  agriculture  coupled  with  less  rig- 
orous repression  of  political  opposition. 
But  the  new  policy  clearly  has  dangers  as 
serious  as  the  old  policy. 

In  speeches  and  press  conferences, 
the  Shah  has  shown  he  is  keenly  aware 
that  there  are  major  flaws  in  his  country's 
uncoordinated  lurch  forward. 

Like  a  dry  sponge  put  under  a  wide- 
open  faucet,  the  Iranian  economy,  sub- 
stantial as  it  is,  isn't  able  to  absorb  all 
that  petromoney  quickly  enough  to  avoid 
enormous  waste.  Yet  there  is  no  shutting 
off  that  faucet.  The  Shall  can't  slow  the 
economy  down  if  he  has  any  hope  of 


handing  over  to  the  18-year-old  Crown 
Prince  an  Imperial  Iran  that  has  used  its 
oil  money  to  make  the  difficult,  time- 
consuming  transition  from  rural  to  indus- 
trial economy  in  one  generation.  Ahmad 
Kooros  is  right  when  he  says,  "We  have 
got  to  move.  We  have  got  to  have  real 
economic  growth  of  at  least  10%.  We  are 
in  a  race.  " 

A  race  in  which  the  gap  between  oil 
revenues  and  export  spending  is  growing 
dangerously.  This  year  the  Iranian  gov- 
ernment will  have  to  borrow  close  to  $11 
billion,  at  least  $4.4  billion  of  that  over- 
seas. With  monetary  reserves  of  $12.7 
billion,  Iran  won't  have  any  difficulty 
borrowing  the  money;  the  woods  are  full 
of  bankers  who  dearly  love 
to  lend  to  people  with  col- 
lateral. But  the  heavy  bor- 
rowing is  going  to  aggravate 
inflation,  and  the  day  may 
not  be  far  off  when  Iran's 
external  debts  will  begin  to 
dwarf  her  reserves.  Then 
the  bankers  will  be  cooler. 
And  the  Shah  may  be  forced 
into  the  ranks  of  the  OPEC 
radicals  who  want  to  raise 
oil  prices  no  matter  what  it 
does  to  the  Free  World. 

"The  achievement  of  an 
average  12%  real  GNP 
growth  rate  .  .  .  would  de- 
mand international  support 
to  the  extent  of  at  least  $100 
billion  up  to  1985  with  the 
accompanying  burden  on 
debt  repayment  and  strains 
on  Iran's  international  finan- 
cial credibility  ,"  warns  the 
Eurofinance  report.  "Such 
massive  borrowings  would 
have  to  be  secured  not  only 
against  oil  revenues  but 
against  revenue  from  nonoil 
exports  and  from  taxes.  Re- 
payments would  fall  most 
heavily  in  the  mid-to-late 
1980s  at  a  time  when  Iran's 
oil  revenues  are  widely  ex- 
pected to  begin  to  decline. 

  To  offset  this  decline,  and 

maintain  a  heavy  rate  of 
debt  repayment,  Iran's  industrial  output 
would  have  to  increase  far  faster  than 
would  appear  feasible,  even  under  revised 
investment  levels.  ...  In  real  terms, 
nonoil  exports  would  be  required  to  grow 
at  40%  per  annum  from  now  to  1985.  .  .  . 
Under  the  circumstances,  it  would  appear 
as  highly  dangerous  for  Iran  to  borrow  on 
the  expectation  of  realizing  such  a  fast 
growth  rate  as  it  would  for  borrowers  to 
lend  on  such  an  assumption." 

Can  Iran  do  in  20  years  what  it  took 
the  U.S.  and  Europe,  under  much  more 
favorable  conditions,  200  years?  "Cer- 
tainly," replies  Baqer  Mostofi.  "You  had 
to  wait  for  inventions!" 

But  his  eyes  twinkle.  It  is  a  black  joke.  ■ 


output  and 
backlash." 
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As  the  clock  continues  to  run,  the  oil 
must  continue  to  flow. 


By  day  and  by  night,  at  seaports  all  over  the  world,  giant  mechanical 
arms  designed  and  built  by  FMC  are  loading  oil  into  and  out  of  the  hoids  of 
tankers.  A  large  system  can  load  360,000  barrels  an  hour. 

FMC  built  the  world's  first  all-metal  loading  systems  in  1956,  and  since  then 
has  installed  more  than  4,000  throughout  the  world.  Besides  petroleum,  they 
can  handle  cryogenics  and  other  fluid  products  at  temperatures  ranging  from 
-320°F  to  +400°F  (-195°C  to  +205°C). 

Other  FMC  products  for  the  petroleum  industry:  wellhead  flow  controls, 
valves,  swivel  joints,  cranes,  excavators,  and  fluid  transfer  systems  for  refineries. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  food  and 
agricultural  machinery  industrial  and  agricultural  chemicals,  packaging,  power 
transmission,  transportation  equipment.  Write  FMC  Corporation,  200  East 
Randolph  Drive,  Chicago  60601.  Or  call  800-621-4500  (in  Illinois:  312-861-5900) 


-FMC 


The  toughest  part 
of  the  trip  can  be  from 
your  car  to  the  plane. 

Unless  you're  riding 
with  Westinghouse. 

Westing  house  people  moving  systems  are 
helping  make  your  journeys  through  airports 
a  lot  easier. 

At  Tampa  International  for  example,  a 
Westinghouse  "horizontal  elevator"  system  is 
designed  to  take  the  walking  out  of  flying. 
It  links  the  main  terminal  with  each  of  the 
airport's  four  satellite  terminals,  so  travelers 
never  need  walk  more  than  700  feet  from 
car  to  plane. 

At  the  new  Seattle-Tacoma  International 
Airport,  a  fully-automated  Westinghouse 
transit  system  runs  entirely  underground, 
carrying  400  travelers  to  the  main  terminal 
every  five  minutes. 

Next  year  at  Miami  International, 
passengers  will  ride  between  terminals  in  less 
than  60  seconds  in  air-conditioned  comfort 
on  another  Westinghouse  system. 

And  at  the  Atlanta  Airport  we're  building 
the  largest  and  most  sophisticated  people 
moving  system  ever  constructed. 

Westinghouse  people  moving  systems  will 
soon  be  at  work  in  other  airports,  too.  So  when 
you  travel,  your  trip  doesn't  have  to  begin 
with  a  tougher  trip  to  the  plane. 


Westinghouse 

A  powerful  part  of  your  life 
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Recalls — The  Costs  Soar 


No  matter  what  tactics  they  embrace,  from  political  hardball 
to  new  rigor  on  the  assembly  line,  automakers  are  paying  a  stiff 
price  to  cut  down  the  number  of  cars  they  call  back. 


By  BOB  TAMARKIN 

Last  year  American  automakers  re- 
called more  cars  and  trucks  than  they 
built.  Recalls  related  to  safety  and  non- 
compliance problems  (mostly  pollution- 
control  defects)  reached  a  record  14.3 
million  vehicles,  more  than  four  times 
the  average  number  of  annual  recalls  for 
1974  through  1976.  This  year  looks  like 
another  record.  Recalls  in  the  first  half  of 
1978  numbered  8.5  million,  well  ahead 
of  last  year's  pace,  and  could  top  20 
million  by  year's  end. 

Once  an  irritant,  prone  to  wild  swings 
from  year  to  year  (see  chart,  next  page), 
the  cost  of  recalls  has  become  a  major 
headache. 

By  conservative  estimates,  the  four 
major  U.S.  automakers  spent  more  than 
$150  million  last  year  on  the  repair  bill 
for  recalls.  General  Motors  alone  spent 
$20  million  to  handle  its  recalls  and  will 
spend  another  $30  million  settling  law- 
suits just  from  its  engine-switching  con- 
troversy, in  which  Buick  engines  had 
been  installed  in  Oldsmobiles. 

The  pain  could  get  worse  before  it  gets 
better.  Ford  Motor  Co.  could  spend  $30 
million  to  $45  million  repairing  the  1.5- 
million  Pinto  and  Bobcat  cars  recalled 
last  month  for  gas  tank  modification.  The 
paltry  $3  million  American  Motors 
earned  in  1977  would  just  be  enough  to 
cover  its  latest  recall — on  Matadors, 
Hornets,  Pacers,  Gremlins  and  Jeeps 
with  emission  control  flaws — if  only  50% 
of  the  owners  respond. 

The  fact  that  85%  of  the  246  recalls  by 
U.S.  automakers  last  year  were  "volun- 
tary"— that  is,  the  companies  issued  the 
calls  before  being  ordered  to  do  so  by  the 
National  Highway  Traffic  Safety  Admin- 
istration or  the  Environmental  Protec- 
tion Administration — is  no  surprise.  The 
industry's  record  in  fighting  recall  orders 
in  the  federal  district  courts  could  not  be 
worse — six  challenges,  six  losses. 

In  appealing  one  NHTSA  order  all  the 
way  to  the  U.S.  Supreme  Court,  GM 
succeeded  only  in  compounding  its,  and 
the  industry's,  problems.  The  Court  de- 
clined to  review  an  appellate  decision 
upholding  an  NHTSA  order  that  GM  call 


back  400,000  Cadillacs  (1950-60  models). 
Seeking  to  narrow  the  definition  of  a 
recallable  defect,  the  court  found  that 
the  Pitman  arm  design  (in  the  steering 
mechanism)  on  those  Caddy  models 
posed  an  "unreasonable  risk  of  death  and 
injury.  The  fact  that  GM  will  have  to 
pay  an  NHTSA  fine,  which  could  run  as 
high  as  $800,000,  is  the  least  of  the  con- 
sequences. Now,  on  the  strength  of  the 
Court's  language,  NHTSA  can  order  re- 
calls without  having  to  prove  that  a  par- 
ticular defect  caused  accidents,  but  only 
that  it  might. 

The  very  wording  of  a  recall  notice, 
manufacturers  fear,  is  tantamount  to  ad- 


".  .  .  Once  an  irritant,  the 
cost  of  recalls  has  become 
a  major  headache  .  .  ." 


mitring  a  product  defect  and  an  invita- 
tion to  lawsuits.  "Safety-related  defect" 
is  a  key  phrase  in  every  recall  letter. 
"Once  you  announce  the  recall,  every- 
one comes  out  of  the  woodwork,"  com- 
plains William  R.  Kittle,  Chrysler's  di- 
rector of  vehicle  safety  and  federal  stan- 
dards. Consumer  complaints  currently 
pour  into  NHTSA  at  the  rate  of  700 
letters  a  month  and  over  150  calls  a  day 
via  its  "Auto  Safety  Hotline. 

Not  every  recalled  car  is  defective. 
The  defect  rate  on  recalls  has  generally 
ranged  from  20%  to  35%.  Of  the  1.3 
million  Dodge  Aspens  and  Plymouth  Vo- 
lares  Chrysler  recently  recalled  because 
of  front-end  suspension  problems,  only 
13,000  cars — 1% — were  defective,  ac- 
cording to  Kittle.  In  the  recall  notice, 
nevertheless,  a  manufacturer  cannot  in- 
dicate that  only  a  portion  of  the  total 
recall  may  be  defective.  "They  [NHTSA] 
don't  want  anything  in  the  letter,"  Kittle 
s,i\s,  "that  may  downplay  the  recall. 

Owner  response  to  a  recall  notice  var- 
ies sharply:  A  brake  recall  may  draw  an 
80%  response,  a  seat  belt  repair  only 
30%.  Still,  the  tab  for  getting  a  recall 
notice  in  an  owner  s  hands  isn't  cheap. 
The  four  automakers  estimate  they  spent 


over  $6  million,  about  50  cents  a  letter, 
to  notify  car  owners  of  recalls  in  1977.  It 
may  take  three  to  four  letters  to  reach 
the  owner  of  a  used  car. 

The  rush  of  recalls  has  caused  a  repair 
overload  for  the  dealers,  adding  new 
grievances  to  an  old  quarrel  with  the 
manufacturers:  reimbursement  of  war- 
ranty work.  One  result  is  still  additional 
costs  for  the  automakers.  As  an  incentive 
to  keep  up  with  the  load,  GM  now  reim- 
burses its  dealers  for  recall  work  at  the 
same  rate  as  a  dealer's  retail  charge.  It 
also  has  expanded  the  warranty  on  some 
car  parts  from  90  days  to  12  months.  A 
Ford  insurance  subsidiary  has  repack- 
aged the  product  liability  insurance  it 
offers  its  dealers,  now  providing  cover- 
age up  to  $5  million  per  dealership. 
Chrysler,  whose  recalls  last  year  were 
double  those  of  the  previous  seven  years 
combined,  is  considering  opening  its 
own  repair  shops  around  the  country  in 
order  to  handle  recall  work  exclusively. 

The  impact  of  recalls  on  car  sales  is 
unclear.  A  1975  study  at  Virginia  Com- 
monwealth University  concluded  that 
recalls  have  no  measurable  effect  on 
sales  unless  the  same  model  is  recalled 
repeatedly.  Using  GM  s  Vega  as  an  ex- 
ample, the  study  said  Vega  sales  were 
hurt  by  its  four  recalls  in  four  months 
during  1972.  Production  of  the  Vega 
ended  in  1976.  But  even  repeated  recalls 
may  not  hurt  sales.  The  same  Dodge 
Aspen  and  Plymouth  Volare  models 
were  recalled  three  times  last  year,  auto 
analyst  Ronald  Glantz  notes,  but  their 
market  shares  improved  after  the  recalls. 
"The  Omni  and  Horizon  [Chrysler's  new 
subcompacts]  have  been  recalled  three 
times,"  Glantz  adds,  "and  are  sold  out 
through  the  end  of  this  year.  " 

It  could  be  that  the  public  gets  used  to 
recalls  and  accepts  them  in  the  way  that 
cigarette  smokers  accept  cancer  warn- 
ings. Nevertheless,  the  industry  remains 
extremely  sensitive  to  recall  publicity. 
Although  Ford  disagrees  with  allegations 
that  its  Pinto  gasoline  tanks  burst  into 
flames  after  being  hit  from  the  rear,  it 
went  ahead  with  a  recall  "so  as  to  end 
public  concern  that  lias  resulted  from 
criticism  of  the  fuel  systems  in  these 
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The  Mounting  Recall  Problem 

Last  year  U.S.  carmakers  recalled  more  automobiles  than  they  made. 
At  the  rate  it's  going  thus  far,  the  total  may  go  higher  in  1978. 
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vehicles."  Ford's  "voluntary"  recall 
meant  cancellation  of  a  scheduled 
NHTSA  hearing. 

To  all  these  recall  troubles,  add  an- 
other: the  size  of  judgments  juries  are 
awarding  in  product-liability  cases.  Ear- 
lier this  year  a  California  jury  awarded 
$125  million  (since  reduced  by  the  court 
to  $3.5  million)  to  a  man  who  was  severe- 
ly burned  when  the  gas  tank  of  his  1972 
Pinto  burst  into  flames  after  a  crash. 

Ford,  in  addition,  is  bracing  itself  for 
what  could  become  the  biggest  recall 
ever.  NHTSA  is  currently  investigating 
allegations  that  some  Ford  automatic 
transmissions  slipped  from  "park"  to  "re- 
verse," causing  vehicles  to  run  over  or 
crush  drivers  who  left  their  cars  idling. 
The  investigation  is  focused  on  Ford's  C6 


and  FMX  automatic  transmissions, 
which  have  been  installed  in  some  14 
million  vehicles  since  the  1960s. 

The  automakers  are  tackling  the  new, 
appalling  dimensions  of  the  recall  prob- 
lem in  several  ways.  Few  will  be  sur- 
prised if  they  start  lobbying  in  state  leg- 
islatures for  laws  to  limit  product  liabil- 
ity*. Michigan  already  has  one. 

But  the  hardest  effort  of  all  will  have  to 
be  made  in  design  rooms  and  on  produc- 
tion lines.  What  with  federal  standards 
governing  safety,  fuel  economy,  emis- 
sions and  noise,  laments  one  executive, 
"you  have  to  be  a  magician  to  get  every- 
thing under  the  hood.  Magicians  being 
in  short  supply,  the  companies  are  add- 
ing quality  control  and  testing  person- 
nel, pulling  more  cars  off  assembly  lines 


for  routine  "teardowns,"  and  talking 
about  building  bigger  safety  margins  into 
their  designs. 

New  designs,  of  course,  always  bring 
new  costs — and  often  new  problems. 
Meanwhile,  value-hunting  car  buyers, 
inflation-fighting  bureaucrats  and  ag- 
gressive foreign  car  dealers  are  keeping 
pressure  on  U.S.  carmakers  to  cut  costs. 
If  their  experience  with  recalls  has 
shown  Detroit  anything,  it  has  shown 
that  cost-cutting  has  itself  become  a 
high-risk  game.  Ford  estimates  it  will 
have  to  spend  $20  to  $30  in  dealers' 
shops  to  modify  each  Pinto  recalled  last 
month  to  "reduce  significantly"  the  risk 
of  fire  from  an  exploding  gas  tank.  On 
the  assembly  line,  the  same  modification 
would  have  cost  $5  to  $11.  ■ 
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Announcing  the  end  of  -  - 
"The  Cash  Collection  Game." 


-I  o.s.  po&Tomct 


If  your  company  does  substantial 
business  in  the  Northeast  but  is 
located  elsewhere,  you  could 
be  losing  time  and  money  in  , 
your  cash  collection  proce- 
dures. We'd  like  to  help  you  put 
an  end  to  that. 

Our  Cash  Management  Department 
can  show  you  how  a  First  Lock-Box 
Plan,  National  Check  Transmis- 
=?J  sion,  and  the  First  Concentration 
Service  can  take  days  off  your  pres 
ent  collection  procedures.  And 
make  your  money  available 
to  you  faster. 

In  addition,  use  of  our  Cash 
Management  Programs  can 
streamline  your  own  internal 
bookkeeping  procedures 
while  supplying  you  with  an 
equally  comprehensive  cash 
accounting. 

So  if  you're  playing  'The 
Cash  Collection  Game"  at 
your  company  and  you  feel 
like  you're  losing,  call  Roy  Kelley 
at  (617)  434-3870.  You'll  discover 
that  when  it  comes  to  cash  collec- 
tion and  management,  we're  the 
first  people  to  talk  to. 
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The  First  people  to  talk  to 


The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


The  Answer  To 
Diogenes'  Prayers 

Here's  some  refreshing  executive  frankness:  I  made 
mistakes,  says  IMC's  Dick  Lenon,  but  we  can  stand 
them — thanks  to  my  predecessor's  foresight. 


Many  a  chief  executive,  accepting 
bows  for  a  neat  set  of  numbers,  is  in 
reality  accepting  praise  for  groundwork 
well  laid  by  those  who  went  before,  now 
dead  or  retired.  One  of  the  engaging 
things  about  Richard  A.  Lenon, 
International  Minerals  &  Chemi- 
cal Corp.'s  57-year-old  president, 
is  that  he  is  quick  to  admit  that  the 
rich  harvest  he  is  reaping  was 
sown  by  his  predecessors.  "We 
benefit  beautifully  today,"  he  says, 
"because  our  predecessors  had  the 
wisdom  and  good  foresight  to  buy 
our  phosphate  and  potash  reserves 
at  very  little  cost,  especially  con- 
sidering what  it  would  cost  to  re- 
place them  today." 

Refreshing,  yes? 

For  the  year  ended  June  30, 
1978  the  U.S.'  leading  producer  of 
fertilizer  earned  about  $6.50  a 
share,  or  9%  on  sales  of  over  $1.3 
billion.  Return  on  equity  for  the 
last  five  years  is  28.4%,  ranking  it 
25th  on  the  Forbes  Profitability 
Yardstick.  A  superb  showing! 

Instead  of  taking  credit,  Lenon 
bestows  it  on  the  late  Louis  Ware, 
who  ran  IMC  from  1939  to  1964. 
Ware  saw  to  it  that  IMC  had  the 
biggest  and  lowest-cost  reserves  of 
phosphate  and  potash  in  the  in- 
dustry, pioneering  the  opening  of 
potash  mines  in  Saskatchewan, 
Canada.  Under  his  direction,  IMC 
became  a  world  leader.  When 
Ware  retired  he  was  succeeded  by 
his  son,  Thomas,  who  continued 
his  father's  work.  But  just  as  se- 
vere oversupply  hit  the  fertilizer 

industry  in  the  late  Sixties,  and  

IMC  got  into  deep  trouble,  the 
board  in  1967  ousted  the  younger  Ware, 
who  is  now  a  consultant.  After  the  three- 
year  tenure  of  Nelson  C.  White,  Lenon, 
a  group  vice  president  in  finance  and 
administration,  was  promoted  in  1970  to 
straighten  things  out. 

Lenon  took  over  at  one  of  those  times 
when  nothing  is  quite  what  it  seems. 
IMC  appeared  to  be  in  deep  trouble: 


Long-term  debt  exceeded  stockholders' 
equity,  profits  were  nominal  and  the 
common  dividend  had  been  suspended. 
The  stock  had  sunk  from  40  to  6.  The 
company  was,  in  fact,  ready  for  a  spec- 


An  Honest  Man:  IMC's  Lenon  admits  he  owes  his 
success  to  the  legacy  left  by  his  forebears. 
Now  he  wants  to  leave  a  legacy  of  his  own. 


tacular  turnaround.  Oil  companies,  daz- 
zled by  the  prospect  of  a  fertilizer  revo- 
lution to  feed  the  world's  starving 
masses,  had  jumped  into  the  market  in 
the  Sixties,  but,  one  by  one,  they  had 
pulled  out.  Demand  was  already 
strengthening.  And  IMC  was  still  sitting 
pretty  atop  the  industry's  most  valuable 
reserves. 


Lenon,  a  tall,  graceful,  silver-haired 
man,  did  what  he  had  to  do.  He  ordered 
two  company-wide  layoffs  in  two  years, 
cut  out  all  dividends  and  began  cutting 
back  debt.  "The  early  years  were  just 
balance-sheet  years,"  he  remem- 
bers, folding  his  hands  on  the 
desk,  "to  establish  our  credit  on 
Wall  Street,  get  control  over  in- 
ventories and  receivables  and  try 
to  ensure  survival." 

After  that,  it  was  just  sit  back 
and  wait  for  the  Wares'  policies  to 
pay  off — which  they  did.  Up,  up 
went  the  earnings:  17  cents  in 
1970;  $1.16  in  1972;  $3.18  in  1974; 
$5.93  in  1977;  and  the  $6.50  in  the 
latest  fiscal  year.  Sales  went  from 
just  over  $.500  million  to  $1.3  bil- 
lion, shareholders  equity  from 
$200  million  to  $725  million. 

And  Lenon  is  gracious  enough 
to  concede  that  most  of  this  is  the 
result  of  what  his  predecessors 
did.  But  what  of  Lenon?  Has  he 
merely  sat  there  and  clipped  his 
coupons?  Not  at  all.  He  has  been 
busily  making  his  own  mark  on  the 
company.  How  successfully  re-i 
mains  to  be  seen. 

Lenon  s  diversification,  as  the 
Wares  expansion  before  it,  hasi 
run  into  problems. 

Lenon  saw  that  world  fertilizer 
growth  was  slowing  (today  it  is 
only  5%  a  year)  and  wanted  to 
protect  IMC  from  getting  creamed 
again  during  the  next  cyclical  low. 
His  first  large  diversification  op- 
portunity came  in  1975,  when 
IMC  purchased  Commercial  Sol- 

  .   vents  Corp.  for  $119.6  million  in 

cash.  That  put  the  company  into 
ammonia,  which  along  with  potash  and 
phosphate  is  the  third  main  ingredient  of 
fertilizer. 

The  move  to  ammonia  was  premature. 
At  the  time  there  was  a  glut  in  ammonia 
which  Lenon  thought  would  disappear 
after  a  short  while.  It  didn't.  To  com- 
pound his  problem,  Lenon  in  1976  de- 
cided to  build  a  second  ammonia  plant,  a 
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You  can  enjoy  a  superb  meal  or  a  delicious  snack  at  any 
hour  at  The  Ritz  in  Chicago.  Either  in  the  delightful 
"sidewalk"  Cafe  that  is  twelve  floors  up,  or  from  the  round- 
the-clock  room  service.  There  is  a  concierge,  of  course,  to 
give  you  prompt  attention  on  travel  reservations, 
theater  or  sports  tickets,  limousine  service,  virtually 
anything  you  need.  There's  no  end  to  the  pleasant 
discoveries  you'll  make  at  The  Ritz! 


THE  RITZ- CARLTON 

CHICAGO 

at  Water  Tower  Place 

a  Four  Seasons  Hotel 

Call  800-621-6906  or  312-266-1000 


Our  Man  In  Tokyo — 
Mike  Mansfield 

At  a  critical  time,  the  U.S.  is  ably — and  bluntly — 
represented  in  Japan.  Mansfield's  advice  to 
Jimmy  Carter:  Pay  attention  to  Asia.  To  U.S. 
businessmen :  Forget  about  the  quick  buck  in  Asia. 


By  NORMAN  PEARLSTINE 

Throughout  his  34  years  in  Congress, 
Mike  Mansfield  was  an  untypical  politi- 
cian, stubbornly  resisting  the  pressures 
of  businessmen,  trade  union  leaders  and 
special  interest  groups.  But  as  U.S.  am- 
bassador to  Japan,  the  former  Senate 
leader  combines  his  habitual  lofty  view 
with  a  more  pragmatic  attitude  toward 
social  and  economic  realities. 

In  just  over  a  year  on  the  job,  Mans- 
field has  emerged  as  the  most  powerful 
and  effective  American  diplomat  ever  to 
serve  in  Tokyo.  Harvard  scholar  Edwin 
O.  Reischauer,  America's  ambassador  to 
Japan  in  the  early  1960s,  may  have  done 
more  to  interpret  Japan  for  Americans, 
but  he  wasn't  half  the  advocate  of  Ameri- 
can interests  that  Mansfield  is. 

Mansfield  has  something  else  most 
ambassadors  lack:  direct  access  to  Jimmy 
Carter.  A  quick  call  to  Carter  last  year 
broke  a  potentially  serious  impasse  over 
nuclear  fuel  reprocessing,  and  Mansfield 
has  complained  directly  to  Carter  about 
American  policies  he  didn't  like. 

Mansfield  has  little  appetite  for  heavy 
socializing,  and  he  strenuously  resists 
staff  efforts  to  draw  him  into  the  lengthy 
lunches  and  dinners  Japanese  officials 
love.  But  in  a  society  that  venerates  age, 
the  75-year-old  Mansfield — he  is  two 
years  older  than  Japanese  Prime  Minis- 
ter Takeo  Fukuda — gets  away  with  such 
unconventional  behavior. 

In  a  recent  lengthy  interview  with 
Forbes,  Mansfield  explained  that  much 
of  his  job  involves  "trying  to  keep  eco- 
nomic problems  between  Japan  and  the 
U.S.  from  becoming  political  problems." 
To  that  end,  he  stresses  in  nearly  every 
conversation  with  Japanese  officials  the 
importance  of  the  U.S.  Congress  in 
molding  foreign  policy.  After  personally 
preparing  a  cup  of  coffee  for  his  guest, 
Mansfield  points  to  a  wall  in  his  spacious 
office  where  he  has  hung  the  pictures  of 
the  present  congressional  leadership. 
"The  name  of  the  game  is  survival  in  the 
U.S.  Congress,"  he  tells  visitors,  "and  no 


politician  is  going  to  ignore  the  plight  of 
his  constituents  who  have  been  thrown 
out  of  work  by  foreign  competition,"  no 
matter  what  larger,  macroeconomic  ar- 
guments might  dictate. 

Again  and  again  he  tells  visitors:  Car- 
ter and  his  special  trade  representative, 
Robert  S.  Strauss,  may  espouse  free 
trade,  but  if  congressmen  fear  it  could 
end  their  jobs  in  Washington,  they'll 
oppose  the  Administration. 

Mansfield  has  urged  the  Japanese  to 
drop  some  of  their  high  tariffs,  especially 
on  agricultural  products,  and  he  criti- 
cizes their  multilayered  distribution  sys- 
tem which  drives  up  the  price  of  import- 
ed goods  while  limiting  their  sales.  He 
notes  approvingly  that  some  Japanese 
department  stores  are  beginning  to  buy 
directly  from  U.S.  suppliers,  increasing 
their  profits  while  doing  so. 

As  an  elder  statesman  who  can  say 
what  he  thinks,  Mansfield  hasn't  restrict- 
ed his  criticism  to  the  Japanese  but  also 
faults  the  Carter  Administration  for  be- 
ing slow  to  react  to  Japan's  growing  trade 
surplus.  He  says,  for  example,  that  last 
summer  a  representative  of  Japan  s  Min- 
istry of  International  Trade  &  Industry 
went  to  Washington  to  discuss  Japan's 
steel  exports,  which  were  increasing. 
"The  MITI  representative  was  willing  to 
discuss  voluntary  export  restraints  or  an 
orderly  marketing  agreement,  Mans- 
field says,  "but  he  couldn't  get  anyone  in 
Washington  interested.  It  was  only 
after  the  steel  exports  continued  and 
"170  members  of  Congress  formed  the 
"steel  caucus'  that  the  Administration 
moved  to  establish  its  trigger,'  or  refer- 
ence, price  system"  he  adds. 

Despite  the  sharp  increase  in  Japanese 
exports  to  the  U.S.  this  year,  Mansfield 
does  credit  Prime  Minister  Fukuda  with 
taking  actions  that  will  ultimately  bring 
two-way  trade  close  to  balance.  "Autos, 
steel  and  color  televisions  account  for 
almost  40%  of  Japan's  exports  to  the 
U.S.,  and  Fukuda  has  agreed  to  restric- 
tions on  shipments  of  all  three  items.  " 

Mansfield  has  also  criticized  the  Car- 


Ambassador  Mansfield:  No  appetite  for 
small  talk,  and  a  direct  line  to  Jimmy 
Carter  in  the  White  House. 


ter  Administration  for  paying  too  much 
attention  to  Europe  at  the  expense  of 
Asia.  "Mike  Mansfield  is  a  one-man  band 
trying  to  rid  Americans  of  their  pro- 
European  bias,"  says  Jiro  Tokuyama, 
managing  director  of  Tokyo's  Nomura 
Research  Institute.  "Mansfield  has  been 
interested  in  Asia  for  50  years,  adds  a 
Japanese  cabinet  minister.  That  makes 
him  a  good  man  to  have  here." 

The  Carter  Administration  "places  too 
much  emphasis  on  NATO  in  comparison 
with  East  Asia,  and  I  have  told  the  Presi- 
dent that  on  several  occasions,  Mans- 
field says.  "The  pull  has  always  been 
across  the  Atlantic — that  s  where  most 
Americans  came  from — but  the  push  has 
always  been  westward,  across  the  conti- 
nent and  across  the  Pacific.  Our  foreign 
policy  is  continuing  in  the  old  mold. 
While  things  are  quiet  and  stable  in  Asia 
we  should  be  taking  initiatives,"  he  adds. 

Mansfield  approves  of  the  withdrawal 
of  ground  troops  from  South  Korea,  but 
thinks  that  the  U.S.  Seventh  Fleet, 
which  guards  the  Pacific,  should  be 
strengthened.  "The  northern  Pacific  is 
the  most  strategic  area  in  the  world.  The 
world's  three  strongest  military  pow- 
ers— the  U.S.,  the  Soviet  Union  and 
China — are  there,  as  are  the  world's 
three  most  important  economic  powers 
[the  U.S.,  the  Soviet  Union  and  Japan]." 

Mansfield's  advice  to  American  busi- 
nessmen: "We  have  to  recognize  that  the 
people  of  East  Asia  are  by  and  large 
friendly  to  the  U.S.  and  would  welcome 
American  investment.  But  when  Ameri- 
can investors  come  to  Asia,  they  can't 
come  for  the  quick  buck.  They  have  to 
do  in  Asia  what  the  Japanese  did  in  the 
U.S.:  conduct  feasibility  studies,  market 
surveys,  expect  some  losses  in  the  begin- 
ning, and  recognize  they  re  dealing  with 
nationalistic  people  who  demand  that 
Americans  show  a  desire  for  mutual  un- 
derstanding and  consideration."  ■ 
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An  electronically  controlled 
dye  process  helps  put  new  green 

into  Coronet's  growth 


On  the  surface,  Coronet  Industries  is  1,169  style  an 
or  combinations  of  carpet.  Underneath  that  broad  spectrum 
lies  sophisticated  manufacturing  technology. 

For  example,  if  a  Coronet  design  calls 
for  a  subtle  multi-colored  effect,  "Multi-Tak"  is  used. 

"Multi-Tak"  is  an  electronically  controlled 
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Coronet  "look"  for  styling  leadership. 
In  the  seven  years  since  it  joined  RCA,  Coronet's 
sales  growth  has  made  it  one  of  the  I 
carpet  manufacturers  in  the  world. 
In  1977,  profit  was  greater  than  in  any  previous  year. 

And  sales  volume  was  up  27%  compared  with  a  9% 
average  increase  for  U.S.  carpet  producers. 

From  Coronet  carpet  to  aircraft  color  radar  systems,  from 
phonograph  records  and  tape  to  weather  satellites, 
RCA  is  dedicated  to  innovation,  quality  and  steady  growth,  ^wdrcai  o.pm  mon 


ALLEGHENY 

LUDLUM 
INDUSTRIES 


FHREE  COMPANIESJWO  MERGERS, 
ONE  PROMISING  OUTLOOK!' 


By  Robert  J.  Buckley,  Chairman  of  the  Board,  Allegheny  Ludlum  Industries,  Inc. 


Dn  the  last  day  of  November,  1977, 
heny  Ludlum  Industries  acquired 
hemetron  Corporation. 
!Knd  we  have  an  even  newer 
rate  partner.  In  the  first  few  weeks 
78,  we  entered  into  a  major 
lational  business  arrangement 
the  great  English  company, 
nson  Match. 

rhese  certainly  aren't  exactly 
inaire  corporate  "marriages." 
rhe  transaction  is  complex.  It's 
uing— and  I'd  like  to  share  some  of 
Itails  with  you. 

DO  WE  FIT? 

|es! 

7or  decades  Allegheny  Ludlum's 
las  been  specialty  metals  (we  are 
med  as  a  source  of  stainless  steel 
ilicon  steel  in  the  U.S.).  But  for 
we've  been  saying  that  we  want  to 
d  out  and  grow, 
lb  quote  from  our  '76  Annual 
-t,  we  want  to  ". . .  provide  earning 
ity  by  broadening  the  corporate 
n  specialty  products,  and,  equally 
tant,  to  increase  opportunities  for 
|  growth." 

Chemetron  and  Wilkinson  meet 
objectives  remarkably  well. 
Chemetron  is  a  major  producer  of 
n  dioxide,  welding  products  and 
ss  machinery.  There  are  few 
tries  that  do  not  make  use  of  one 
ir  divisions. 

Atkinson's  "Wilkinson  Sword" 
blades  are  its  best-known 
mer  product  line  on  this  side  of  the 
tic.  But  the  "Match"  in  its  name  is 
iecause  in  most  parts  of  the  world, 
rs  buy  matches,  and  Wilkinson  is 
tant  in  that  business.  We  reached 
ment  with  Wilkinson  for  them 
to  acquire  True  Temper  and  we 
now  own  44.4%  of  the 
British  firm. 

Thus,  Allegheny 
^udlum  is  now 
a  company 


of  "thirds"— 
one-third 
metals, 


one-third  industrial  products,  one-third 
consumer  products. 

DOVETAILING. 

One  of  the  happy  results  of  this 
coming  together  is  that  we  have  a 
number  of  "common  markets." 

For  example,  Wilkinson  makes 
hand  tools  and  housewares.  True 
Temper  makes  garden  tools,  and  is  the 
premiere  maker  of  tennis  rackets  and 
golf  shafts.  In  both  cases,  these  are 
superb,  "precision"  products. 

Another  example:  Transportation. 
Chemetron  is  the  largest  supplier  of 
continuously  welded  rails.  Allegheny 
Ludlum  makes  a  growing  percentage  of 
the  stainless  steel  "skins"  for  rapid 
transit  vehicles.  And  ALI  is  an 
important  manufacturer  of  automobile 
thermostats. 

Also  in  transportation:  Wilkinson  is 
not  only  a  specialist  in  making  fire,  it's 
also  a  specialist  in  preventing  it. 
Wilkinson's  Safety  and  Protection 
division  is  the  innovator  with 
sophisticated  Graviner  Fire  Protection 
and  Extinguishing  Systems  servicing 
the  civil  and  military  aviation  markets, 
and  the  military  fighting-vehicle  market. 
Graviner  is  the  world  leader  in  the 
protection  of  marine  diesel  engines. 
Pyrotechnic  products  for  illumination 
and  smoke  generation  are  also  widely 
used  for  military  and  marine 
applications. 

WHAT  DOES 
ALLEGHENY  LUDLUM 
BRING  TO  THE 
MARRIAGE? 

Plenty.  Management  input,  for  one 
thing.  We  have  centralized  financial 
control  and  an  excellent  Management 


Information  System,  both  of  which  are 
being  extended  to  our  new  business 
partners,  and  in  particular  giving 
Wilkinson  greater  opportunities  to  grow 
in  the  U.S.  market. 

We  expect  there  will  be  important 
savings  in  relocating  plants  and 
management,  too.  Chemetron's  Tube 
Turns  Division  in  Louisville  is  already  a 
part  of  ALI's  Metals  Group.  True 
Temper  has  become  a  member  of  the 
Wilkinson  consumer  group.  And 
Chemetron  has  a  family  of  smaller 
companies  called  the  Venture 
Management  Group.  ALI  has  had  a 
similar  group.  We  know  how  to  bring 
them  along  and  make  them  handsome 
entries. 

AND  WHAT  ABOUT 
SPECIALTY  STEEL? 

We're  out  to  lessen  our  dependence 
on— but  by  no  means  our  interest  in- 
steel. 

We're  in  the  steel  business  to  stay! 

Having  True  Temper,  Standard 
Thomson  (automotive  control  devices) 
and  a  number  of  other  non-steel 
divisions  has  helped  us  weather  the 
recent  steel  business  lull. 

We  expect  Chemetron  and 
Wilkinson  to  give  us  even  broader 
opportunities. 

WHAT'S  NEXT? 

We're  excited  about  this  new 
"company  of  thirds"  we're  creating. 

What's  more,  we're  pursuing  a 
number  of  other  fascinating 
relationships. 

Each  helps  us  move  outward  and 
upward. 

If  you'd  like  to  know  more  about 
what  we  are  doing,  write  to  me,  Bob 
Buckley,  at  ALI,  Two  Oliver  Plaza, 
Pittsburgh,  PA  15222. 

ALLEGHENY 

LUDLUM 
INDUSTRIES 


EARNINGS  PER  SHARE 


STANLEY  IS  SERVING  A  NEW 
INDUSTRY  THAT'S  27  TIMES 
BIGGER  THAN  TENNIS. 


The  industry  is  called  do-it-yourself,  Perhaps  you  don't  know  just 
how  big  it  is  and  how  fast  it's  grown. 

Tennis  is  a  601-million-dollar  industry.*  But  do-it-yourself  has 
become  a  $16.5  billion-a-year  industry.**  And  this  industry  has 
more  than  doubled  in  the  past  four  years  alone! 

Stanley  is  in  the  forefront  of  this  phenomenal  industry.  We  make 
the  tools  that  do-it-yourselfers  buy,  the  hardware  they  use,  the 
drapery  hardware  they  choose  to  beautify  their  windows,  and  the 
first  do-it-yourself  garage  door  opener. 

One  of  the  ways  we  lead  this  industry  is  by  promoting  it  as  well 
as  ourselves. 

We're  supporting  a  multi-million-dollar  effort  that  includes 

television  commercials  which 
salute  the  nation's  do-it- 
yourselfers.  We  also  offer  how- 
to-do-it  project  plans  and 
instructions,  and  educa- 
tional materials  for 
schools  to  encourage  a 
lot  of  young  do-it- 
yourselfers. 

Leadership  in  this 
new  industry  is  one  ^ 
good  reason  why  f 
The  Stanley  Works 
has  increased  its 
dividends  every 
year  for  ten  con- 
secutive years. 
Why  our  sales  and  profits  are  at  an  all-time  high.  And 
why  the  future  never  looked  brighter  for  the  company 
that  hasn't  missed  paying  a  dividend  in  102  years. 

For  more  information  write  to  Thomas  K.  Clarke, 
Vice  President,  Finance,  at  the  address  below.  It  may 
well  be  that  Stanley  can  "help  you  do  things  right' 

in  investing  as  well  as 
do-it-yourselfing. 


The  eornlngs-pef-share  record  of  Trie  Stanley  Works 
out-performed  that  of  the  S&P  400  industrial  index  - 
and  beat  the  cost  of  living. 


STANLEY 


LEADING  THE  DO-IT-YOURSELF  INDUSTRY 


THE  STANLEY  WORKSXSWK)  NEW  BRITAIN, CONNECTICUT  06050 
S;  HOUSEHOLD  PRODUCTS;  BUILDERS  PRODUCTS;  INDUSTRIAL  PRODUCTS 


to-  lQ?t  (National  Soorung  Goods  Association)    "Building  Suopi?  Nev.j  Bureau  : 


i'      ;  Wsfhotmg  Research 


m 

Roots:  From  Echigoya,  a  17th-century  dry  goods  emporium,  sprang  the  Mitsui  trading  knack. 


A  Business  In  Billions, 
A  Profit  In  Thousands 

Where  American  businessmen  concentrate  on  the  bottom  line,  Japanese 
tend  to  go  after  volume.  In  the  vanguard  are  the  giant  trading  companies, 
which  are  bearing  the  brunt  of  Japan's  current  economic  problems. 


Relative  to  their  Western  European 
counterparts,  Japanese  businessmen 
lave  yet  to  buy  as  heavily  into  American 
issets.  But  as  the  yen  continues  its  dizzy- 
ng  climb  against  the  dollar — the  yen  is 
1  early  25%  above  its  year-ago  level — the 
political  and  economic  pressures  on  Jap- 
inese  business  to  invest  here  grow.  In 
he  way  things  happen  in  Japan,  the 
vord  is  coming  down  that  the  govern- 
ment wants  business  to  do  everything 
)ossible  to  hold  down  Japan's  balance-of- 
>ayments  surplus;  investing  in  the  U.S. 
s  an  excellent  way  to  do  it.  As  this 
lappens,  Americans  will  be  hearing 
nore  and  more  about  Japan's  huge, 
lighly  sophisticated  trading  companies, 
rhese  trading  firms  are  already  active  in 
nvestments  the  Japanese  have  made. 
Examples: 

•  C.  Itoh  &  Co.  owns  50%  of  General 
vnits  of  California,  a  $15-million  (sales) 
pit-fabrics  dyer  and  processor; 


•  Mitsubishi  Corp.  holds  10%  of  the 
U.S.  assets  of  Nissin  Foods  Co.,  whose 
California  and  soon-to-be-completed 
Pennsylvania  plants  do  a  land-office  busi- 
ness in  dehydrated  noodles; 

•  Sumitomo  Shoji  and  its  sibling  Su- 
mitomo Chemical  own  (with  Stauffer 
Chemical)  a  large  insecticide  plant  in 
Tennessee; 

•  In  what  is  probably  the  largest  trad- 
ing company  investment  in  the  U.S.  to 
date,  Mitsui  &  Co.  in  1973  invested  $135 
million  in  Alumax,  Inc.,  a  San  Francisco 
Bay  area-headquartered  aluminum  mak- 
er Mitsui  owns  with  AMAX  and  Nippon 
Steel  Corp.  A  few  weeks  ago  Mitsui 
paid  another  $54  million  to  Cook  Indus- 
tries for  the  acquisition  of  seven  grain 
elevators. 

Time  and  again  Japanese  executives 
will  tell  you:  We  must  invest  and  pro- 
duce more  in  America.  What  distin- 
guishes the  big  trading  firms  in  this  en- 


deavor is  how  well  suited  they  are  to  it. 
Says  Yoshio  Abe,  a  lean,  silver-haired 
executive  managing  director  of  Japan's 
oldline  trading  house,  Mitsui  &  Co.: 

"In  my  37  years  with  Mitsui  the  soga 
shosha  (general  trading  companies)  have 
faced  many  hard  times.  But  we  have 
never  lost  our  confidence.  Even  toda)  I 
believe  our  future  is  bright.  We  are  in- 
ternationally minded,  we  are  farseeing, 
and  we  are  comprehensive  organizers. 
With  these  characteristics  we  will  always 
be  able  to  find  niches  not  only  in  Japan 
but  throughout  the  world." 

Mitsui's  confidence  in  itself  is  not  mis- 
placed. The  general  trading  companies 
are  one  big  reason  the  island  nation's 
economic  offensive  has  succeeded  where 
Japan  s  earlier  military  offensive  failed. 
These  commercial  giants — each  bearing 
a  name  that  has  become  famous  through- 
out the  world — import,  export,  make 
three-way  (and  even  four-way)  trade 
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deals  and  invest  both  at  home  and 
abroad  to  provide  the  goods  to  fill  their 
ev  er-expanding  pipelines. 

Nothing  seems  to  stop  them.  Not  the, 
shock  of  the  Nixon  devaluation,  not  the 
petrocrisis,  not  the  recent  sharp  appre- 
ciation in  the  yen,  not  political  scandal 
nor  recessions  at  home.  Last  year  was 
the  worst  since  the  1930s  for  the  Japa- 
nese economy.  But  profits  for  the  six 
largest  trading  companies  dropped  less 
than  30%  to  around  $210  million,  at  cur- 
rent exchange  rates,  on  virtually  flat  ag- 
gregate revenues  of  $193  billion.  Mitsu- 
bishi Corp.,  the  largest,  managed  to  turn 
in  a  small  profit  increase  on  its  revenues 
of  nearly  $44  billion. 

There  are  6,000  or  so  trading  compa- 
nies in  all,  but  most  of  the  business  is 
done  by  the  Big  Six  (which  also  includes 
C.  Itoh  &  Co.,  Marubeni  Corp.,  Sumi- 
tomo Shoji  and  Nissho-Ivvai  Co.). 

The  trading  companies  do  things 
which  would  send  the  Justice  Depart- 
ment rushing  into  court  if  American 
companies  did  them.  Often  their  busi- 
ness comes  to  them  from  banks  that  are 
large  investors  not  only  in  the  trading 
companies  but  also  in  the  companies 
whose  goods  the  trading  firms  deal. 
Thus,  tor  example,  Dai-Ichi  Kangyo 
Bank  owns  nearly  10%  of  C.  Itoh  &  Co.; 
Fuji  Bank  owns  over  7%>  of  Marubeni 
Corp.  Both  banks  are  large  investors  in 
several  textile  companies  with  which  the 
two  trading  companies  do  business. 
There  is  ample  room  for  restraining 
trade  and  fixing  prices  by  Japanese  man- 
agers who  tend  to  be  more  interested  in 
orderly  markets  than  abstract  principles 
of  perfect  competition. 

Their  balance  sheets  would  shock 
most  American  security  analysts.  They 
go  after  huge  volumes  with  razor-thin 
margins — usually  3'><,  often  less — on  the 
theory  that  profits  will  take  care  of 
themselves.  And  they  do  it  all  on  a 
shoestring,  piling  ponderous  debt  on 
minimal  equity.  With  a  debt-to-equity 
ratio  of  9.4  (based  on  total  debt),  Mitsu- 
bishi is  the  group's  least  leveraged  out- 
fit. Yet  their  returns  on  equity  are  sur- 
prisingly low:  12%  is  average  in  a  de- 
cent year.  That  return  would  put  a 
trading  firm  in  the  middle  of  the  pack 
of,  say,  large  U.S.  supermarket  chains 
(see  Forbes'  Annual  Report  on  Ameri- 
can Industry,  Jan.  .9,  1978). 

There  are  fascinating  historical  differ- 
ences between  the  trading  houses — dif- 
ferences that  help  to  explain  their  pres- 
ent characters.  Mitsubishi  and  Mitsui 
are  the  oldest,  biggest,  most  diversified 
and  most  conservative.  For  over  a  cen- 
tury they  were  the  in-house  trading  arms 
of  the  Mitsubishi  and  Mitsui  zaibatsu, 
the  closely  knit  family  empires  largely 
responsible  for  Japan's  stunning  accumu- 
lation of  capital  after  the  1868  Meiji  Res- 
toration. Following  World  War  II,  U.S. 
technicians  split  up  the  zaibatsu  with 


imperfect  success:  Today  the  Mitsubishi 
and  Mitsui  groups  are  as  strong  as  ever, 
thanks  largely  to  intricate  financial  and 
ownership  threads  that  run  through  the 
trading  companies. 

By  contrast  Marubeni,  C.  Itoh,  Nis- 
sho-Iwai  and  Sumitomo  Shoji  are  John- 
ny-come-latelies.  None  is  more  than  a 
century  old.  For  many  years  the  Sumi- 
tomo family  traded  its  goods  .through 
Marubeni  and  C.  Itoh.  Only  in  1919  did 
it  create  its  own  trading  company,  Sumi- 
tomo Shoji.  Without  tight  industrial  fam- 
ilies to  guarantee  their  business,  Nissho- 
Iwai,  Marubeni  and  C.  Itoh — an  old  fam- 
ily textiles  company — have  grown  fat  bj 
flushing  out  new  business  aggressively — 
tiiii  aggressively  in  the  case  of  Marubeni, 
which  was  heavily  involved  in  the  $30- 
million  Lockheed  TriStar  scandal,  and 
C.  Itoh,  whose  heavy  investments  in 
textiles  and  recent  takeover  of  bankrupt 
Ataka  &  Co..  continue  to  haunt  the  firm. 


alizes"  (read:  scraps)  assets  in  the  struc] 
rurally  depressed  industries.  Sighs  My 
saoki  Kojima,  a  very  bright,  soft-spokci 
young  Marubeni  managing  director  a 
the  thought  of  all  the  writeoffs: 

"We  all  have  ties  to  the  open-heart] 
and  electric  furnace  steel  companies,  t 
shipbuilders  and  to  textile  and  fiber  com 
panics.  This  structural  depression  hurt 
us  all  severely. 

And  Japan  s  robust  industries,  noiabl; 
automobiles  and  consumer  electronics 
No  help  there.  With  lew  exceptions  th 
leading  companies  in  these  businesse* 
trade  for  themselves.  Sony  Corp.  has  it 
own  overseas  sales  arm.  So  do  Matsu 
shita,  Honda  and  Toyota. 

But  with  that  fabled  ingenuity,  th< 
trading  companies  are  looking  for  nev 
areas  to  replace  the  ones  that  are  be 
coming  less  promising.  In  that  sense 
Mainland  China  is  an  irresistible  plum 
China  s  new  leaders  are  frenetically  de 


".  .  .  With  their  fabled  ingenuity,  the  trading  companies 
are  looking  for  new  areas  to  replace  ones  becoming  less 
promising.  Mainland  China  is  an  irresistible  plum  . .  ." 


Regardless  of  age  and  prestige,  how- 
ever, all  tlu-  houses  face  a  common  di- 
lemma: The  very  economic  order  on 
which  their  fortunes  have  been  built  is 
seriously  out  of  whack.  Because  the) 
apply  their  thin  margins  to  huge  vol- 
umes, trading  companies  are  ideal!)  suit- 
ed to  trade  in  law  materials  and  bulk 
commodities,  products  most  conducive 
to  production  and  transportation  econo- 
mies of  scale.  Thus,  for  example,  Maru- 
beni imports  iron  ore  to  Japan  from 
mines  (which  it  helped  finance)  in  West- 
ern Australia,  and  exports  steel  and 
steel-making  technology  to  Brazil.  A 
chunk  of  C.  Itoh's  fortunes  were  built  on 
exporting  once-cheap  textiles  from  the 
mills  around  Osaka.  As  with  trade,  so 
with  investment:  Marubeni  is  a  heavy 
owner  of  Toshin  Steel  and  Yamato  Steel 
Works,  two  troubled  electric  furnace  op- 
erators. C.  Itoh  owns  large  chunks  of 
Unitika,  a  troubled  textile  firm. 

Unfortunately,  low-value-added  Japa- 
nese industries  like  steel  and  textiles  are 
under  intense  pressure  from  their  com- 
petitors in  such  developing  countries  as 
Taiwan,  South  Korea,  Argentina  and  In- 
dia— countries  where  labor  and  curren- 
cies are  still  cheap.  Japanese  govern- 
ment and  business  leaders  now  call  steel, 
textiles  and  two  dozen  other  industries 
"structurally  depressed,"  meaning  they 
w  ill  nev  er  again  grow  as  they  did  in  the 
postwar  years.  Therefore,  the  trading 
firms  can  hardly  look  torxvard  to  much 
expansion  in  demand  for  their  traditional 
raw  materials  and  low -value-added  lines. 

There  is  the  specter  of  a  w  av  e  of  bank- 
ruptcies   as    the   government  "ration- 


veloping  the  country's  industrial  base 
That  means  a  substantial  demand  fo 
steel,  industrial  chemicals  and,  mos| 
important,  plant  and  equipment  anc 
technology.  Japan  has  these  goods  ii 
abundance;  comprehensive  planner 
and  industrial  organizers  that  the)  arc 
the  trading  houses  naturally  see  Chin; 
as  the  wave  of  their  future.  Writhij 
from  Hong  Kong,  a  Sumitomo  Shoj 
managing  director  savs: 

'Tm  now  on  my  wax  to  Canton,  when 
the  trade  fair  is  going  to  be  held.  This  i 
my  tenth  trip  to  Mainland  China  in  th« 
last  three  years.  .  .  .  China  is  movinj 
very  fast  toward  the  modernization  o 
her  national  economy.  I  expect  that  lh< 
trade  volume  between  China  and  Japai 
will  be  enlarged." 

Another  potential  target:  the  poore 
Third  World  nations.  To  assure  stead; 
streams  of  future  income  from  the  devel 
oping  nations,  the  trading  companies  an 
plowing  massive  sums  of  their  strong  yet 
into  Third-  and  Fourth-World  invest] 
ments.  Nissho-Ivvai,  for  example,  i\ 
spending  $1.5  billion  to  develop  natura 
gas  fields  in  Sumatra  and  in  East  Kali 
man  tan,  Indonesia.  Much  of  the  gas  wil 
go  to  Japan,  but  some  will  go  as  far  afiek 
as  California.  Marubeni  is  investing  in 
Brazilian  steel  plants,  Mitsubishi  in  ; 
mammoth  Saudi  Arabian  petrochemica 
complex. 

Selling  Indonesian  gas  to  the  U.S.  ii 
an  example  of  one  area  the  trading  com- 
panies very  much  hope  to  exploit:  that  o 
third-party  or  triangular  trade — selling 
one  country's  goods  to  a  third  country 
Over  the  years  the  trading  houses  have 
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An  essential  link 

in  the 
sales  and  profit  chain 

Dun&Bmdstreet. 


)un  &  Bradstreet? 

That's  right.  Because  there's  more  to  the 
redit  function  than  determining  who's  good  for  how 
riuch.  Working  hand-in-hand  with  sales,  profes- 
ional  credit  executives  can  frequently  turn  marginal 
ccounts  into  profitable  business.  With  help  from 
)&B  and  its  sophisticated  new  techniques. 

Like  the  new  computerized  system  which 
utomatically  adds  trade  information  every  single  day. 


The  unique  Consolidated  Report  that  combines  the 
basic  report,  updates  and  special  supplements  in  one 
document.  And  the  new  DUNS  DIAL  service  that 
will  soon  make  facts  on  over  4,000,000  companies  in 
the  U.S.  immediately  available  through  a  single 
phone  call. 

The  D&B  link.  For  companies  that  want  the 
right  connection  to  a  better  bottom  line. 


DUN  &  BRADSTREET 

The  essential  business™ 


Other  Dun  &  Bradstreet  Companies  serving  the  essential  need  to  know  The  Reuben  H.  Donnelley  Corporation  •  Corinthian  Broadcasting  Corporation 
Dun  &  Bradstreet  International*  Technical  Publishing  Company*  Moody's  Investors  Service*  Marketing  Services  Division*  Management  Consulting  Division 


enormous  investments  in  the' most 
sophisticated  communications  systems. 
V\  ith  little  exaggeration  it  is  said  that  the 
intelligence  network  of  a  good-size  trad- 
ing firm  is  superior  to  that  of  our  own 
' !(  ntral  Intelligence  Agency.  A  Forbes 

reporter  recently  toured  Mitsui  6c  Co.'s 
communications  center  at  the  company  s 
[bkyo  headquarters.  It  occupies  an  en- 
tire floor  and  is  flush  with  telex  and 
facsimile  machines,  and  computer  termi- 
nals tying  together  the  firm's  187  offices 
Scattered  throughout  77  nations.  Want  a 
quote  on  Chilean  copper?  Need  an  in- 
depth  analysis  of  what  a  new  Australian 
prime  minister  means  lor,  say,  the  urani- 
um business?  Call  a  trading  company.  If 

anyone  knows,  it  will. 

Given  these  communications  systems, 
third  part)  trade  is  .t  fertile  area  foi  trad- 
ing companies  to  exploit.  In  fact,  they 
have  already  begun.  A  few  examples: 
Mitsui  &  Go.  sells  annually  some  1,(X)0 
tons  of  made-in-India  steel  flanges  to 
American  customers  who  cm  no  longer 
allord  Japanese  flanges.  Sumitomo  Shoji 
last  year  imported  about  3  million  pairs 
nt  Brazilian-made  slim  s  also  to  tin  I  s 

Radicals  and  cynics  would  v  iew  all  this 
as  pure  capitalistic  imperialism.  Maybe 
it  is.  Kilt  the  v^'il  shosha  men  \  lew  tin n 

global  expansion  as  more  than  mere  sat 

isfaction  Ol  then  own  greedy   needs.  In 

true  everyone-gains-fr  -trade  fashion, 

the)  sec  themselves  helping  the  poor 
hall  ol  the  world  catch  up  with  the  rich 
halt.  "Everyone  talks  about  the  North- 
South  dialog     sa\  s  Nisshorlwai  Presi 

dent  MitSUO  Ueda,    but  it  is  the  trading 


companies  that  are  actually  helping  raise 
tin-  poor  countries  material  standard  of 
liv  ing.  You  might  wonder  why  the  trad- 
ing <  ompanies  don't  try  helping  the  U.S. 
develop  its  exports,  too.  Answer:  They 
are  trying.  Their  lack  of  success  to  date, 
say  the  trading  company  men,  can  be 
laid  squarely  to  American  manufacturers 
disinterest  in  overseas  sales. 

"I  have  had  over  .50  meetings  in  the 
last  few  months  with  U.S.  businessmen 
exploring  ways  to  export  their  products 
to  Japan,  sighs  Akio  Suzuki,  a  top-rank- 
ing Sumitomo  Shoji  American  executive. 
He  lights  up  another  Camel  and  shakes 
his  head  Since  international  markets 
are  much  more  competitive  than  your 
domestic' market,  I  guess  your  producers 
would  rather  stay  at  home." 

Echoes  Ryuji  Komatsu,  a  Mitsui 
U.S.A.  executive  just  back  from  hosting 
a  trade  promotion  seminar  in  Baltimore: 
"I  meet  American  businessmen  who 
don't  even  know  what  FOB  means  How 
can  you  sign  a  contract  with  someone 
like  that?" 

On  the  other  hand,  Americans  who  do 
know  what  FOB  means  may  not  need 
Komatsu's  services.  Says  the  chairman  of 
a  major  American  company  that  has  done 
several  million  dollars  worth  ol  business 
w  ith  Mainland  China  with  no  help  from  a 
trading  company :  'Why  should  we  use  a 
trading  compart)  when  we  can  do  it  our- 
selves? Why  cut  them  in  on  our  profits'1 

Still  there  are  thousands  of  smaller 
American  manufacturers  who  doubtless 
would  be  glad  to  give  up  a  few  pennies 
pel  $100  in  sales  not  to  be  hassled  by  the 


intrigue  and  intricacies  of  international 
trade.  Mitsubishi  exports  Wrangler  jeans 
to  Japan:  Marubeni  sells  Japanese  conJ 
sinners  some  1(H). 000  Louisville  Slugger 
baseball  bats  annually ;  Mitsui  is  trying  to 

sell  Boston-based  Pneumatic  Scales  tea 

bag-making  machines  to  Mainland  Chi- 
na, C.  Itoh  &  Go.  arranged  the  7-Fleven 
stores  licensing  agreement  between  Ito-< 
Yokado  and  Southland  Corp.  (Sea 
FORBES,  Apr.  1 7). There  is  plenty  oi 
such  smaller-company  business  for  the 
trading  company  that  looks  for  it. 

But  perhaps  most  important  are  the 
trading  companies  growing  direct  in-! 
vestments  in  the  U.S.  and  elsewhere. 
Not  only  will  such  investments  help 
keep  their  registers  ringing  for  years  to 
come,  but  they  will  also  help  ease-  the 
political  tensions  created  by  Japan's  gap- 
ing trade  surpluses.  As  Japanese  busi- 
ness buys  into  America,  it  will  also  begin 
helping  U.S.  business  increase  its  prod- 
ucts' share  in  international  markets.  And 
no  one  doubts  the  trading  companies 
have-  plenty  to  teach  us. 

As  a  Fokbks  reporter  toured  Mitsui  6c 
Co.  s  communications  center  there  was  a 
loud  BANG!  Red  lights  started  flashing 
as  our  guide  explained  the  number-one 
computer  just  failed.  "They  are  under  so 
much  strain,  he  apologized,  adding  that 
Mitsui  s  computers  alone  automatically 
dial  and  communicate  daily  with  over 
20, (KM)  Japanese  companies.  ("No  sore 
lingers  here,  he  joked.)  Within  minutes 
the  computer  was  going  again,  receiving 
and  transmitting  about  every  thing  there 
is  to  know  about  world  trade.  ■ 


"Genkin,  Kakene  Nashi" 


( )\  rHE  Tokyo  Sim  k  Exchange  today  .ire  13  companies 
bearing  the  Mitsui  name.  Together  they  glossed  almost 
•SI  00  billion  last  year.  Add  their  equity  investments  in 
scores  of  other  Japanese  firms,  and  the  size  of  the  Mitsui 
keiretSU  I  postwar  group")  is  larger  still. 
This  accumulat  ion  of  assets  dates  to 

1616,  when  Mitsui  Sokubei  lakato 
shi  shed  Ins  samurai  rank  to  join  the 
lowly  merchant  class.  1  shall  brew 
sa!  e  and  sov  sauce  and  we  shall 
prosper,  he  told  lus  disbelieving 
family  Sokubei's  youngest  son.  Ha- 
chirobei  (see  picture),  compounded 
the  fortune  several  times  In  estab- 
lishing a re\  olutionary  policy  ol  ( len- 
kin,  Kakene  nashi — fixed  prices  and 
cash-and-carry— in  his  silk  and  cot 
ton  goods  stores  (whence  sprang  the 
modern-day  Mitsukoshi  department 
storechain).  Mitsui  men  subsequent- 
ly became  bankers  to  feudal  shoguns 
and  Meiji  revolutionaries  and,  in 
time,  became  world-class  industrial- 
ists. By  1945.  according  to  John  G. 
Roberts  remarkable  study,  Mitsui, 
they  employed  2.8  million  workers. 


It  was  thought  to  be  the  world's  largest  private  enterprise 

That,  of  course,  was  just  before  General  Douglas  Mac- 
Arthur  smashed  three  centuries  of  family  control  by 
breaking  up  the  empire  and  distributing  shares  of  the 
pieces  to  the  public- 


Mitsui  Hachirobei  (With  Wife  Jusan):  They  eliminated  credit  and  haggling. 
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Statistical  Spotlight 


Is  The  Stock  Market  Still  A 
Bargain?  Two  Measurements 

That  Say  It  Is 


LRE  we  IN  a  bull  market  or  simply  a 
ally  in  a  bear  market?  In  either  case, 
hould  one  buy  stocks — or  refrain  from 
elling  them — after  a  sudden  120-point 
ise  in  the  Dow  industrials?  The  bulls 
est  their  case  on  the  fact  that,  statisti- 
ally  speaking,  the  stock  market  as  a 
dhole  is  still  a  relative  bargain  even 
fter  the  big  bulge. 

You  could  expect  Donald  B.  Lorch  to 
•e  bullish.  He's  the  marketing  manager 
ar  Lord,  Abbett  &  Co.  and  its  Affiliated 
^und.  Nevertheless,  Lorch  makes  a  tell- 
ng  point:  "The  market  is  trading  just 
round  book  value,  he  says,  "and, 
listorically,  this  has  been  one  of  the  best 
imes  to  go  into  equities  if  you  are  in  for 
he  long  pull"  (see  chart,  upper  right).  It 
hows  that  the  Dow  stocks  have  sold 
round  or  below  book  value  only  four 
imes  since  World  War  II.  One  was  in 
949,  and,  a  couple  of  years  later  the 
reatest  bull  market  in  history  was  under 
/ay.  It  happened  again  in  mid- 1970,  and 
n  less  than  a  year  the  market  was  up 
0%.  Again,  at  the  end  of  1974;  again  a 
mge  rally.  All  the  current  rally  has 
lone,  Lorch  points  out.  is  bring  stocks 
iack  up  from  below  book  value;  so  they 
re  still  at  bargain  levels. 

"The  market  is  usually  overpriced 
/hen  stocks  sell  at  more  than  2.2  times 
iook  value,"  Lorch  says.  "So,  as  a  rule,  if 
ou  buy  a  stock  when  it's  selling  below  or 
iear  book  value  and  then  hold  it  until  it's 
.2  times  book  value,  you  make  money." 
low  s  that  again?  At  2.2  times  book  the 
)JI  would  be  nearing  2000.  "I'm  not 
iredicting  that,"  Lorch  says.  "I'm  just 
lointing  out  what  the  long-term  tenden- 
y  of  the  market  has  been.  " 

Long-term  bulls  can  also  take  comfort 
com  the  overall  level  of  price/earnings 
atios.  They  are  still  historically  low.  Not 
s  low  as  they  were  earlier  this  year  or 
ist,  but  still  as  low  as  they  have  stayed  at 
ny  time — excepting  the  recent  reces- 
ion — in  over  25  years.  That  shows  clear- 
V:  in  the  second  chart  on  this  page. 

Lord  knows  there  is  plenty  to  be  bear- 
ih  about.  But  if  those  very  basic  mea- 
Ures — book  value  to  market  price,  and 
arnings  to  market  price — still  have  im- 
'ortance,  then  the  overall  stock  market 


certainly  continues  to  look  cheap.  Even 
at  ten  times  expected  1978  earnings  you 
would  have  a  Dow  of  about  890.  Does 
ten  times  earnings  seem  impossibly 
high?  It  was  just  16  years  ago  when  a 


distinguished  Secretary  of  the  Trea- 
sury— Douglas  Dillon — with  good  Wall 
Street  credentials  shocked  the  nation  by 
suggesting  that  stocks  might  some  day 
sell  as  low  as  11  times  earnings!  ■ 


Bargain  Signs  I 

Despite  recent  stock  market  strength,  the  Dow  Jones  industrials 
are  still  selling  at  just  about  book  value — a  sign  to  investors  with 
a  long  view  that  a  good  many  bargains  may  still  be  around. 
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'38        42  '46 
•Estimated  by  Lord.  Abbett  &  Co. 


Bargain  Signs  II 

Another  classic  indicator  of  value — the  Dow  Jones  industrials' 
price/earnings  ratio — is  another  encouraging  sign  to  bargain 
hunters.  While  it  fell  as  low  as  6  in  the  recent  recession,  it  still 
hovers  substantially  below  levels  characteristic  of  the  Sixties. 


'38       '42        '46         '50  '54 
•Estimated  by  Schabacker  Investment  Management 
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Faces  Behind  The  Figures 


The  Future  Is  Now:  When  Canada  wanted  to  buy  Inexco's  uranium  properties, 
Erving  Wolf  decided  to  take  the  $150  million  cash  and  let  the  credit  go. 


Bullish,  Indeed 

Erving  Wolf,  a  cultivated  and 
thoughtful  oilman  out  of  Cheyenne, 
Wyo.,  is  a  fellow  of  many  interests.  He 
collects  late  19th-century  American 
sculpture,  decorates  his  Houston  office 
with  rare  photographs  and  is  a  serious 
student  of  the  American  Indian.  He  also 
has  a  taste  for  understatement.  His 
Houston-based  Inexco  Oil  Co.  is  about 
to  sell  its  uranium  properties  in  Canada 
to  the  province-owned  Saskatchewan 
Mining  Development  Corp.  for  $158.5 
million.  Wolf's  reaction:  "Bullish." 

Bullish,  indeed.  Inexco  is  a  $70-mil- 
lion  revenues  exploration  and  develop- 
ment company  with  $91  million  in  stock- 
holders' equity,  at  present,  but  $91  mil- 
lion in  bank  debt,  too.  The  $100  million 
or  so  Inexco  will  net  after  paying  Canadi- 
an taxes  could  retire  that  debt.  But  the 
debt  isn  t  worrying  Wolf — nor,  appar- 
ently, the  Texas  Commerce  Bank  which 
extended  it — because  it  is  based  not  on 
Inexcos  balance  sheet  but  on  reserves 
that  now  total  45  million  barrels  of  oil  or 
equivalent  gas. 

"We'll  put  the  $100  million  into  the  oil 
business,"  says  Wolf  calmly.  For  his 
company  today,  that  means  the  natural 
gas  business.  Inexco  is  spending  $80  mil- 
lion this  year  exploring  and  developing 
leases  from  the  Gulf  states  up  through 
the  Rocky  Mountains — not  too  far  from 
Kimball,  Neb.,  where  Wolf  was  born  52 
years  ago,  the  son  of  a  tailor  who  emi- 
grated from  Russia  in  1911.  "It  was  a 
town  of  200  and  my  father  went  bust  in 


the  Depression  when  J.C.  Penney  was 
selling  cheaper  than  he  could  buy,"  says 
Wolf,  in  admiration  of  paternal  courage. 

Erving  Wolf  took  a  law  degree  from 
Northwestern  University  in  1950,  but 
practiced  only  one  day  in  Cheyenne  be- 
fore going  into  the  more  lucrative  busi- 
ness of  brokering  oil  leases.  That  led  to 
years  of  organizing  drilling  programs  be- 
fore he  incorporated  Inexco  in  1968.  To- 
day he  and  his  wife  own  29%  of  the  stock 
and  two  brothers,  Marvin  and  Melvin, 
own  an  additional  12.3%  in  a  company 
that  earned  a  tidy  $13.5  million  on  $69- 
million  revenues  last  year. 

This  year  the  intrastate  glut  of  gas  is 
holding  back  sales — Inexco  in  the  first 
half  will  barely  match  last  year — but 
Wolf  likes  the  future  of  gas.  He  has  set 
what  he  describes  as  "one  of  the  larger 
exploratory  teams  in  the  country"  ex- 
ploring at  depths  below  15, (XX)  feet — 
significant  because  deep  gas  is  unregu- 
lated in  the  legislation  now  pending  in 
Congress.  Of  course  it  costs  a  great 
deal — roughly  $1  million  per  well — to 
drill  that  deep.  That  is  where  the  Cana- 
dian payment,  due  in  installments  this 
December  and  next  June,  will  come  in 
handy.  ■ 


Long's  Cabaret 

Russell  Long,  the  brilliant,  folksy  se- 
nior Democratic  senator  from  Louisiana, 
has  a  history  of  not  supporting  losing 
causes;  he  likes  to  win.  Some  good  new  s 
for  investors  and  businessmen,  then: 


Long  says  he  is  solidly  behind  the  sq 
called  Steiger  amendment  (see  Forbes 
June  12)  to  cut  taxes  Americans  pay  oi 
capital  gains. 

What  about  the  supposed  loss  of  mon 
ey  to  the  Treasury  at  a  time  when  th| 
budget  deficit  is  already  huge?  Long 
"Senator  Proxmire,  who  doesn't  agrei 
with  me  all  the  time,  noted  that  we  onci 
cut  the  cabaret  tax  and  made  more  mon 
ey.  So  he  suggested  we  ought  to  cut  i 
even  further  so  we  could  make  evej 
more  money."  That's  Long's  way  of  say 
ing  that  he  accepts  the  Chase  Economet 
rics  study,  which  reported — in  Long 
words — "the  government  would  gaii 
revenue  if  the  tax  was  cut  back  to  25% 
and  I  believe  that  is  probably  correct. 
(Until  1970  the  maximum  federal  rate  oi 
capital  gains  was  25%;  now  it  is  46% 
with  the  average  in  the  15%  range.)  No 
everybody  accepts  the  Chase  study;  bu 
the  fact  that  an  astute  and  successfu 
politician  such  as  Long  does  shows  whicl 
way  the  tax  wind  is  blowing. 


Less  Is  More:  Senator  Long  believes  tha 
lower  capital  gains  taxes  would  bring 
increased  government  revenue. 


"It  seems  to  me,  Long  says,  "that  th< 
change  in  the  capital  gains  tax  need  na 
be  offset  by  leaving  out  some  of  the  othe 
tax  cuts.  If  I'm  right  in  my  assumption 
cutting  capital  gains  taxes  would  not  jus 
tify  removing  the  other  tax  cuts."  li 
other  words.  Long  supports  lower  capita 
gains  plus  the  $16.4  billion  of  individua 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


June  15,  1978 


3 ,000,000  Shares 


Houston  Oil  8C  Minerals  Corporation 

$1.69  Cumulative  Convertible  Preferred  Stock 


(Par  Value  Si  .00  Per  Share) 


Price  #25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Eppler,  Guerin  SC  Turner,  Inc. 


Bache  Halsey  Stuart  Shields 

Incorporated 


The  First  Boston  Corporation 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Dillon,  Read  8i  Co.  Inc. 


Donaldson,  Lufkin  &  Jenrette    Drexel  Burnham  Lambert    Goldman,  Sachs  8C  Co.    E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 


Lazard  Freres  8C  Co. 
Salomon  Brothers 
Bear,  Stearns  8C  Co. 
Alex.  Brown  8C  Sons 
A.  E.  Ames  SC  Co. 

Incorporated 

Dain,  Kalman  &L  Quail 

Incorporated 

EuroPartners  Securities  Corporation 


Lehman  Brothers  Kuhn  Loeb 
Smith  Barney,  Harris  Upham  SC  Co 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


L.  F.  Rothschild,  Unterberg,  Towbin 
Rauscher  Pierce  Securities  Corporation 


Dean  Witter  Reynolds  Inc. 


Warburg  Paribas  Becker 

Incorporated 


Atlantic  Capital 

Corporation 


Robert  W.  Baird  8C  Co 

Incorporated 


Ladenburg,  Thalmann  8C  Co.  Inc.  Legg  Mason  Wood  Walker 

Incorporated 

Moseley,  Hallgarten  8C  Estabrook  Inc. 
Nomura  Securities  International,  Inc. 
The  Robinson-Humphrey  Company,  Inc. 


Loeb  Rhoades,  Hornblower  8C  Co. 

Wertheim  8C  Co.,  Inc. 
Shearson  Hayden  Stone  Inc 

Rotan  Mosle  Inc.  Thomson  McKinnon  Securities  Inc. 

Bateman  Eichler,  Hill  Richards         William  Blair  &  Company 

Incorporated 

Dominion  Securities  Inc.  F.  Eberstadt  &  Co.,  Inc. 

Keefe,  Bruyette  8C  Woods,  Inc.  Kleinwort,  Benson 

Incorporated 

McDonald  8i  Company  McLeod  Young  Weir  Incorporated 

New  Court  Securities  Corporation  The  Nikko  Securities  Co. 

International,  Inc. 

Oppenheimer  &  Co.,  Inc.  Piper,  Jaffray  di  Hopwood  Prescott,  Ball  8i  Turben 

Incorporated 

Scandinavian  Securities  Corporation  Tucker,  Anthony  Si  R.  L.  Day,  Inc. 


Daiwa  Securities  America  Inc. 


Robert  Fleming 

Incorporated 


Ultrafin  International  Corporation      Underwood,  Neuhaus  8i  Co.     Wood  Gundy  Incorporated      Yamaichi  International  (America),  Inc. 

Incorporated 


Faces  Behind  The  Figures 


and  corporate  tax  cuts  provided  for  in  the 
congressional  budget  resolution.  While  a 
reduction  in  capital  gains  taxes  faces  ob- 
stacles from  House  liberals  and  the  (  'al- 
ter Administration,  chances  are  now  fa- 
vorable that  at  least  a  beginning  will  be 
made  in  rolling  capital  gains  taxes  back  to 
their  old  \e\  el.  ■ 


Lucky  Bounce 

When  the  National  Basketball  Associ- 
ation Washington  Bullets  won  their  first- 
evei  championship  last  month,  it  was  a 
vindication  of  owner  Abe  Pollin.  The 
Bullets  had  not  been  given  a  prayer  to 


Head  Bullet:  Abe  Pollin,  who  used  to 
build  houses,  has  built  the  Washington 
Bullets  into  basketball  champions. 


win  at  the  beginning  of  the  basketball 
season  back  in  September,  but  Pollin, 
who  bought  out  his  two  partners  in  1968, 
never  lost  faith.  In  1973,  with  his  own 
money  (and  a  little  help  from  his  bank- 
ers), he  built  the  $18-million  Capital 
Centre  arena,  providing  a  home  for  the 
Bullets,  and  for  the  expansion  Washing- 
ton Capitals,  his  hockey  team.  So  now  he 
has  a  champion  basketball  team  as  a  draw 
and  a  profitable  exhibition  arena  as  well. 
He  has  not  yet  been  so  luck)  with  the 
hockey  team. 

Before  becoming  a  sports  entrepre- 
neur, Pollin  amassed  a  fortune  as  a 


Washington  builder.  "I  started  building 
way  back  in  the  Forties,"  he  says.  "I 
built  the  first  house  in  Washington  un- 
der the  CI  Bill.  I  built  thousands  of 
houses  and  apartment  buildings." 

Except  lor  the  Capital  Centre,  Pollin 
says,  he  Ills  not  built  anything  in  seven 
or  eight  years — nothing  that  is.  except  an 
excellent  basketball  team  that  has  sur- 
prised even  its  own  fans.  ■ 


Cold  Warrior 

Money,  they  say,  has  no  smell,  but  it 
should  have  politics.  That's  what  ex-Sec- 
retarj  of  State  Henry  Kissinger.  55,  told 
some  high-level  bankers  in  Manhattan 
last  month.  When  we  say  top  level  we 
mean  top  level.  David  Bockefeller  was 
there.  So  was  Walter  Wristort.  They 
were  guests  of  the  big  accounting  firm  of 
Peat,  Mat-wick,  Mitchell,  who  paid  the 
tanned,  relaxed  Kissinger  his  standard 
$10, (XX) — plus  private  transportation  and 
tight  security — for  a  one-hour  talk.  (Ex- 
Treasury  Secretary  William  Simon 
wasn't  present.  "I  know  Bill  Simon  isn't 
here  because  he  d  already  be  rebutting 
my  introduction,    Kissinger  quipped.) 

If  the  communist  nations  can  t  behave 
themselves.  Kissinger  told  the  bankers, 
stop  lending  them  money,  and  he  re- 
minded his  listeners  that  the  Soviet  Un- 
ion and  its  allies  are  into  Western  banks 
for  an  astounding  S50  billion. 

"Set  some  minimum  criteria,  the  for- 
mer Secretary  said.  For  example.  "No 
foreign  military  adventures  directly  or 


Sometimes  He  Wonders:  Why,  Kissinger 
asks,  should  capitalist  bankers  make  big 
loans  to  communist  governments? 


bv  proxy,  or  else  no  loans." 

The  words  brought  a  standing  ovation 
and  left  observers  wondering  whether 
we  weren't  back  in  the  days  of  the  Cold 
War.  It  also  left  some  of  the  guests 
guessing  that  Henry  the  K  was  launching 
his  own  drive  for  the  U.S.  Senate  as  a1 
hard-liner  on  communist  expansion 
After  all,  Senator  Jacob  Javits  (R-N.Y.)  is] 
74  and  his  seat  comes  up  in  1981.  .  .  .  ■ 


Kim  Of  Korea:  Kim  Mahn  Je  is  one  of 
Korea's  leading  economists,  and  one  of 
its  most  optimistic  as  well. 


Japan  Look  Out! 
Everyone,  Look  Out! 

Most  businessmen  by  now  know  all  toe 
well  about  Japan  s  awesome  economic 
power,  but  they  are  less  aware  of  anothei 
Asian  land  that  is  mov  ing  into  the  indus 
trial  big  leagues:  South  Korea.  Whilt 
communist  North  Korea's  economy  is  in 
such  sad  shape  it  can't  repay  its  foreigr 
debts.  South  Korea's  capitalist  entrepre- 
neurs are  doing  a  booming  business.  Sc 
much  so  that  a  recent  study  by  Kin 
Mahn  Je,  43,  and  his  well-trained  staff  o 
American -educated  Ph.D.s  at  the  Kore; 
Development  Institute,  predicts  thai 
South  Korea  will  have  a  European-leve 
standard  of  living  in  little  more  than  I 
decade.  With  a  rise  in  exports,  to  ar 
estimated  S54  billion  in  1991  from  $' 
billion  in  1976,  Kim  predicts  that — ir 
constant  dollars — South  Korea's  per  ca- 
pita  income  will  rise  to  $3,900,  frorr 
$720  in  1976.  By  then,  if  these  predic 
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Prudential  knows  you  can't 
ceep  extraordinary 
employees  with 
>rdinary  incentives. 


To  find  out  how  Prudential's  Executive 
Benefits  Planning  can  help  you  and  your 
executives,  just  pick  up  the  phone  and 
say,  "Hello,  Prudential." 

Prudential  offers  you 
a  variety  of  ways  to  provide 
valuable  additional  benefits 
for  your  executives. 

For  example,  through  life  insurance 
you  can: 

•  Maintain  protection  on  a  permanent 
basis  even  after  group  coverage  drops. 

•  Where  there  are  cash  values,  these  can 
be  used  to  supplement  retirement 
benefits  and  help  keep  up  living 
standards. 

•  Create  an  incentive  bonus  through 
company-paid  premiums. 


Executive  Benefits  Planning 
helps  you,  the  employer. 

•  You  have  complete  flexibility  in 
developing  a  program  for  your  company. 

•  You  can  apply  the  plans  to  your 
executive  incentive  requirements. 

•  There  are  tax  advantages  under  some 
arrangements. 

•  Often  no  prior  IRS  approval  is  needed. 

Call  Prudential. 

Give  your  extraordinary  employees  an 
extraordinary  incentive. 
Call  a  Prudential  representative  now. 
He  or  she  can  design  a  plan  to  meet 
your  needs.  It's  something  that  can 
benefit  everybody. 


%  Prudential 

Life  Health  Auto  Home 


The  Prudential  Insurance  Company  of  America 


The  Citi  is  banking  on 
John  Reed  for  the  future. 

And  John  Reed,  Executive  Vice  President  in  add  electronic  banking  centers  to  neighbor- 
charge  of  Citicorp's  retail  banking  operations,  hood  branches.  Eventually,  these  electronics 


sees  the  future  clearly. 

"Either  we  can  deliver  our  services  to  the 
consumer  at  a  profit,  at  a  price  he  can  pay, 
or  go  out  of  the  retail  business," 

Five  years  ago,  at  33,  Reed  made 
banking  history  with  his  reorganization  of 
Citibank's  Operating  Croup.  Recently  he 
has  taken  charge  of  Citibank's  consumer 
business  serving  12  million  customers 
worldwide. 

"We  may  never  make  banking  fun  for  ] 
the  customer,  but  we  had  better  make  it  ef- 
ficient, because  people  don't.like  waiting  in 
line  to  get  their  hands  on  their  own  money." 

■  With  this  in  mind,  Citibank  recruited 
marketing  and  service  talent  and  spent  over 
$100  million  on  interactive  technology  to 


lip 
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will  be  found  in  places  like  department 
stores,  supermarkets  and  gas  stations. 

Reed  is  convinced  that  banks,  like ''all 
retailers,  must  assimilate  new  marketing 
skills  and  technology,  but  he  is  keenly  aware  s 
of  resistance  within  the  traditional  banking 
community. 

"If  you  were  a  biologist  and  you  were" 
looking  for  what  species  was  going  to  be 
successful,  the  genetic  makeup  of  bankers 
would  suggest  that  they  will  not  be  success- 
ful at  developing  this  kind  of  business." 

Reed  is  also  an  active  participant  in  the 
general  business  community.  He  is  a 
member  of  the  Board  and  Executive  Com- 
mittee of  Memorial  Hospital  for  Cancer  and 
Allied  Diseases,  and  he  is  on  the  Board  of  Di- 
rectors of  Russell  Sage  and  Philip  Morris  Inc. 

Despite  a  very  hectic  schedule,  Reed 
manages  to  spend  the  month  of  March  in 
St:  Croix  with  his  wife,  Sally,  and  the  chil- 
dren, Traci,  Timothy,  Tefford  and  Tenley.  On 
winter  weekends  they  ski  in  Vermont  and 
there's  a  summer  place  in  New  Jersey  where 
the  family  can  enjoy  the  beach  and  John  can 
play  golf  and  read. 

"I  read  a  helluva  lot  when  I'm  not  work- 
ing. I  want  to  stay  in  touch  with  the  world 
around  me." 

It's  one  of  the  reasons  he  reads 

SCIENTIFIC  AMERICAN. 

"If  you  wanted  to  read  one  magazine 
that  would  give  you  the 
maximum  likelihood  of 
catching  up  with  what's  going 
on  in  science  and  in  the  engi- 
neering world,  you'd  probably 
read  scientific  American 
P    because  it  covers  everything 
HH  fcJSL  and  it's  very  well  written." 
IBM         in  a  society  that  lives  by 
I  innovation,  discovery. is  our 
H  m     most  important  product.  . 
scientific  American  is  the 
magazine  of  discovery, 

a attracting  a  growing 
number  of  newsstand 
buyers  and  subscribers 
around  the  world.  Each 
month  it  reaches  over 
two  million  people  who 
make  the  future 
happen. 
SCIENTIFIC  AMERICAN,  - 
415  Madison  Avenue, 
 New  York,  New  York 

•■='•  t  ^  10017;  54  Pall  Mall, 
>^^^^^^^  London  SW1Y5JH,. 
^Hi  Mi  England. 


SCIENTIFIC 
AMERICAN 

We  reach  the  people  who  make  the  future  happen. 


Faces  Behind  The  Figures 


tions  come  true,  South  Koreans,  who 
were  among  the  poorest  people  on  earth 
follow  ing  the  devastation  of  the  Korean 
War,  will  he  as  well  off  financially  as  the 
inhabitants  of  socialist  Britain  are  today. 

While  main  Americans  overstate 
South  Korean  President  Park  Chung 
Hee's  repression  at  home,  bribery 
abroad  and  dependence  on  the  U.S., 
they  ignore  the  tremendous  success  his 
regime  has  had  promoting  economic 
growth.  And  Korean  workers  are  proving 
to  be  among  the  best-disciplined  and 
most  productive  in  the  world — in  many 
cases  a  match  for  the  Japanese. 

While  good  news  lor  the  Koreans,  this 
may  be  bad  news  for  Japanese,  Europe- 
an and  American  competitors.  Econo- 
mist Kim  sees  South  Korea  shilling  from 
textiles  and  other  labor-intensive  indus- 
tries to  machinery  and  other  capital-in- 
tensive goods  now  produced  !>y  more 
developed  nations.  "The  U.S.  and  Ja- 
pan, Kim  says,  "can  no  longer  treat 
Korea  as  a  client  state,  but  will  have  to 
accord  it  a  position  comparable  to  that  of 
W  estern  Europe.  ■ 


Who  Says  They 
Don't  Come  Back? 

At  the  age  of  32  Lawrence  Kader  was 
managing  $1.8-billion  worth  of  other 
people  s  money  and  possessed  some  $2 
million  of  his  own.  The  Brooklyn-born 
Rader,  a  strapping,  boisterous  man,  was 


known  as  one  of  the  fastest  draws  among 
the  gurislingers  of  the  late  Sixties.  His 
mutual  funds — among  which  were  En- 
terprise, Comstock  and  Fletcher — had 
$90  million  in  assets  in  1967,  20  times 
that  by  1970.  People  felt  Rader  had  the 
Midas  touch  with  small  growth  compa- 
nies And,  indeed,  for  a  while,  he  did. 

Then  the  bubble  hurst.  Rader  left 
Wall  Street  and  later  turned  up  as  a 
rather  obscure  security  analyst  covering 
growth  stocks  for  Loeb,  Rhoades. 

But  now.  with  the  stock  market  heat- 
ing up  again,  Larry  Rader  is  getting  a 
second  chance.  At  Merrill  Lynch  he 
heads  a  five-man  research  team  special- 
izing in  Rader's  old  favorites;  small, 
emerging  growth  companies."  He  looks 
for  companies  with  a  capitalization  of  $25 
million  to  $100  million.  Among  his  cur- 
rent picks:  Cubic  Corp.,  Sun  Electric, 
Metpath,  Inc.,  Hon  Industries.  He  al- 
ready has  a  winner:  Weight  Watchers 
International,  which  recently  agreed  to 
sell  out  to  H.J.  Heinz  Co.  at  85%  over 
Rader's  originally  recommended  price. 

If  Rader's  ideas  haven't  changed,  his 
own  personality  has.  "When  you  are 
young,  arrogant — and  successful,"  he 
says,  "that  is  a  dangerous  combination.  I 
believed  there  was  nothing  I  didn't  un- 
derstand then.  I  got  blown  out  of  the 
water  by  picking  stocks  at  multiples  that 
were  too  high.  They  are  lower  today. 

"I've  removed  my  ego  this  time.  At  40 
years  of  age,  this  is  the  last  chance  I 
have,  and  I'm  going  to  be  successful.  ■ 


Mustered  Out:  Moving  a  defense  con- 
tractor into  civilian  markets  is  a  delicate 
trick,  but  Gould  is  turning  it. 


Macro  Wave 

Remember  Microwave  Associates,  the 
1960s  hot  stock  that  sold  for  over  50  time?! 
earnings?  Well,  it's  still  around  under  the 
strange  name  of  M/A-COM,  and  some 
interesting  things  are  happening  to  it.  I 
was  primarily  a  defense  contractor,  bu) 
the  company  has  brought  the  price  of  it^ 
basic  microwave  semiconductor  dowr 
from  $100  to  only  $10  in  just  the  past  five 
years,  opening  markets  in  a  dozen  m  iliar 
industries.  "Microwave  units  are  used  tc 
detect  motion,"  says  Dr.  Lawrence 
Gould,  who,  after  a  long  career  at  the 
company,  became  chairman  last  Febru- 
ary. "They  are  being  used  to  open  door; 
and  gates,  brake  freight  cars,  provide 
police  radar,  route  fire  trucks  and  hun- 
dreds of  other  things.  "  The  most  offbeat 
application  is  that  of  the  French  govern- 
ment, worried  over  persistent  watel 
shortages.  The  French  are  installing  mi 
crowave  units  in  some  of  their  thousand; 
of  outdoor  urinals  to  ensure  that  the  watei 
runs  only  when  the  facility  is  being  used 

Against  this  broad  development 
Goulel  has  singled  out  one  particula 
market  for  intense  development:  video 
transmission.  M/A-COM  has  workec 
with  broadcasters  for  several  years  tc 
develop  remote-control  equipment  foi 
news  vans,  CATV  gear  and,  now,  satel- 
lite transmission.  Five  months  ago 
Could  acquired  Digital  Communication- 
Corp.,  which  has  expertise  derived  fron 
working  with  Comsat. 

So  far.  M/A-COM's  plans  seem  to  be 
working.  The  $74-million  company  re- 
ported earnings  for  the  first  half  of  fisca. 
1978  of  95  cents  a  share,  up  39%.  ■ 


Rader  Redux:  One  of  Wall  Street's  leading  gunslingers  in  the  1960s,  Larry  Rader  got 
a  taste  of  obscurity  in  the  1970s.  But  now  he's  getting  a  second  chance. 
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Time  was,  10  o'clock  dinner 
was  reserved  lor  the  very  rich. 


Funny  but  what  the  Astors  and  Vanderbilts 
used  to  do  in  the  name  of  luxury  might  not  be 
a  bad  idea  for  the  rest  of  us. 

You  see,  every  day  between  the  hours  of  5 
and  8  p.m.,  customers  put  a  heavy  strain  on 
electric  generating  plants  and  equipment: 

They  cook  dinner.  Watch  the  news.  Turn 
on  the  air  conditioner.  Take  hot  showers. 
And  use  just  about  every  appliance  in  the 
entire  house. 

This  electricity  binge  is  called  "peak 
demand."  And  when  you  add  it  to  the 
whopping  load  that  business  and  industry 
put  on  generating  plants  during  the  day  it 
becomes  unbelievably  expensive  for  electric 
companies  and  their  customers. 

Because  even  though  the  residential  peak 
lasts  only  a  few  hours,  electric  utilities  have 
to  spend  millions  of  dollars  on  new  facilities 
to  meet  the  crunch. 

The  trick,  then,  is  to  smooth  out  the  peak 


and  balance  the  load. 

In  the  Southern  electric  system,  we're  work- 
ing side  by  side  with  customers  on  new  ways 
to  reduce  peak  demand.  And  to  make  more 
efficient  use  of  our  present  generating  facilities. 

We  call  it  load  management. 

It  covers  everything  from  using  seasonal 
pricing  and  testing  automatic  control  systems 
for  residential  customers,  to  encouraging 
off-peak  riders  and  mterruptible  contracts 
for  business  and  industry 

We're  also  looking  at  home  insulation.  And 
new  ways  of  harnessing  solar  energy  to  cut 
electric  power  requirements. 

Sure,  changing  consumption  patterns  is  a 
tough  problem  today  But  it  leads  to  the  bright- 
est future  America  will  ever  know  tomorrow: 

The  Electric  Economy 

An  era  when  most  everything  that  now  runs 
on  gas  and  oil  will  be  run  by  clean,  efficient 
electricity. 


The  Southern  Company:  Alabama  Power  Company;  Georgia  Power  Company; 
Gulf  Power  Company;  Mississippi  Power  Company;  Southern  Company  Services,  Inc. 


Southern  Company 


the  southern  electric  system 
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WE'D  LIKE  TO  SHOW  YOU 
THE  PERFORMANCE  OF 
THE  VALUE  LINE 
OPTION  RANKING  SYSTEM.  .  . 

BUT  WE  CANT 

The  advertising  of  performance  results  by  investment  advisory  services  is  subject  to 
strict  regulation — and  with  good  reason.  The  intent,  which  we  applaud,  is  to  make  sure 
that  the  results  are  presented  fairly  and  completely.  For  example,  if  an  investment  adviser 
published  two  recommendations,  one  successful  and  one  unsuccessful,  he  could  not  ad- 
vertise just  the  result  of  the  recommendation  that  proved  correct.  Nor  should  he  advertise 
just  his  overall  'success'  based  on  a  few  big  winners  when  most  of  his  recommendations  had 
been  losers. 

The  intent  of  this  regulation  is  commendable,  but  when  applied  to  an  organization  like 
Value  Line,  which  evaluates  and  ranks  thousands  of  securities  on  a  continuing  basis,  the 
practical  effect  is  to  make  it  virtually  impossible  to  advertise  any  performance  results.  In  a 
newspaper  advertisement  it  just  isn't  feasible  to  show  what  happened  to  each  of  several 
thousand  individual  securities  on  a  continuing  basis.  Nor  do  we  think  that  such  a  'tele- 
phone book  size'  presentation  would  be  meaningful.  We  can,  however,  describe  our  approach. 

The  Value  Line  Option  Ranking  System  is  one  of  the  features  of  Value  Line  Options 
&  Convertibles.  For  the  reasons  cited  above,  we  don't  show  you  the  record  of  the  option 
ranking  system  in  this  advertisement.  But  all  of  our  subscribers  know  what  the  perfor- 
mance has  been.  And  so  will  you  if  you  decide  to  become  a  subscriber. 
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Option  Ranking  System 

The  Value  Line  Option  Ranking  System  at- 
tempts to  estimate  the  relative  performance  pros- 
pects of  each  option  buying  and  covered  option 
writing  position,  taking  into  account  the  expected 
price  performance,  the  yield,  if  any,  and  the  risk 
of  each  position.  These  estimates  for  each  buying 
and  covered  writing  position  are  ultimately  dis- 
tilled into  a  performance  rank  which  ranges  from  1 
(Highest)  to  5  (Lowest).  A  performance  rank  of  1 
(Highest)  means  that  we  estimate  that  the  position 
is  likely  to  provide  a  materially  higher  total  return 
than  most  securities  of  similar  risk.  A  presentation 
of  the  ranking  system's  performance  appears  in 
each  issue  of  the  service. 

Naturally,  not  every  position  always  performs  in 
accordance  with  its  rank.  And  in  actual  practice  it 
is  not  feasible  to  remain  continuously  invested  ex- 
clusively in  positions  of  a  given  rank  because  of  the 
high  transaction  expenses  that  such  a  strategy 
would  entail.  But  it  is  a  fact  that  the  Option  Rank- 
ing System  has  shown  excellent  discrimination 
since  its  inception  in  April  1975. 

While  past  performance  can  never  guarantee 
future  success,  the  results  to  date  strongly  suggest 
that  option  investors  can  tilt  the  probabilities 
significantly  in  their  favor  by  restricting  new  com- 
mitments to  positions  ranked  1  (Highest).  Each 
issue  of  Value  Line  Options  &  Convertibles  con- 
tains a  list  of  all  buying  and  covered  writing  posi- 


tions ranked  1  (Highest)  as  well  as  an  evaluation 
of  each  of  about  2000  options.  We  invite  you  to  see 
for  yourself  what  a  difference  this  can  make  in  your 
option  investing  in  the  months  ahead. 
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Value  Line  Options  &  Convertibles 
5  East  44th  St.,  New  York,  N.Y.  10017 

□  Yes,  I  would  like  a  2-month  trial  subscription  (8  issues)  to  Valu 
Line  Options  &  Convertibles  (limited  once  to  any  househob 
every  2  years).  As  a  double  bonus,  please  send  The  Value  Lin 
Guide  to  Option  Strategies  as  well  as  More  Profit  and  Less  Risk 
Check  for  $29  is  enclosed.  (Trial  order  must  be  accompaniei 
by  payment .  I 

SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size  ELECTRONIC  CALCULA- 
TOR (with  full  memory)  given  to  you  when  you  order  for 
1  year — and  send  payment  now. 

□  1  year  for  $300.  My  payment  is  enclosed— send  me  the 
CALCULATOR  as  my  extra  bonus. 

□  Enter  my  subscription  now.  Bill  me  for  $300.  (Does 
not  include  the  calculator.) 


SIGNATURE 
NAME  


ADDRESS, 
CITY  


STATE . 


ZIP. 


N.Y.  residents  add  sales  tax.  Foreign  rates  on  request.  Subscriptior 
fees  are  fully  tax-deductible.  Agreement  will  not  be  assigned  withou 
subscriber's  consent.  30-day  money-back  guarantee.  515C10 
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Money  And  Investments 


The  Economy 


Why  Monetarists  Are  Wrong 


Monetarist  economists  and  their  followers  in  business  and 
tVall  Street  have  the  public  half  crazy  with  fears  of  runaway 
Inflation.  Look  at  how  fast  the  money  supply  is  growing,  the) 
ay;  look  how  the  Fed  keeps  pushing  up  interest  rates 

Forbes,  whose  approach  to  economics  is  eclectic  rather  than 
loctrinaire,  says:  Yes,  inflation  is  higher  than  it  should  be  but  it 
vill  slow  down  in  the  second  half — along  with  the  economy. 

The  principal  reason  for  this  slowdown  is  that  consumer 
pending — the  main  force  behind  the  entire  post-1974  recov- 
ery— is  definitely  running  down.  Its  running  down  because 
he  consumer  is  starting  to  run  short  of  credit.  Let's  remember 
vhere  a  good  part  of  his  recent  spending  power  came  from: 
iemortgaging  homes  in  which  amortization  of  principal  plus 
nflation  had  created  huge  equities.  (A  man  buys  a  house  for 
;25,000  with  a  $20,000  mortgage  in  1955;  in  1977  it  has  a 
narket  value  of  $60,000  and  the  mortgage  is  down  to  $5,000. 
rhe  owner  has  $55,000  to  play  with.) 

By  the  end  of  the  first  quarter  1978,  one-to-four  family 
nortgage  debt  had  grown  to  $671  billion,  up  from  $449  billion 
it  the  end  of  1974.  During  the  same  period,  installment  credit 
vas  propelling  upwards  sales  of  autos  and  other  major  goods. 
Outstanding  consumer  credit  rose  from  $155  billion  at  the  end 
»f  1974  to  $219  billion  on  Mar.  31,  1978. 

So,  add  it  up — and  get  a  bit  of  a  fright.  The  consumer  has 
;one  $286  billion  deeper  into  debt  in  just  39  months.  That 
vorks  out  to  about  $3,900  in  added  debt  per  American  famik 
fhe  pileup  of  debt  has  to  stop  somewhere.  It  looks  like  it  is 


going  to  stop  soon,  what  with  consumer  debt  now  equaling 
64%  of  disposable  income,  up  from  61%  at  the  end  of  1974. 
We  re  not  looking  lor  a  slump  in  consumer  spending  but  a 
definite  flattening  out  No  wonder  some  smart  money  manag- 
ers are  moving  money  out  of  consumer  stocks. 

What  about  the  rest  of  the  economy?  There  are  no  signs  of  a 
major  pickup  in  capital  spending.  Spending  by  state  and  local 
governments?  For  a  while  it  looked  as  if  this  would  be  gain- 
ing— but  the  California  vote  on  the  Jarvis  amendment  put  the 
fear  of  God  into  the  politicians. 

Now,  let's  look  at  the  other  side  of  the  equation.  If  consum- 
ers cannot  go  much  deeper  into  debt — in  fact,  do  some  paying 
down — they  will  not  be  net  borrowers.  Nor  will  corporations  or 
state  and  local  governments  be  rushing  lo  the  money  well. 
Result:  more  saving  and  less  demand  for  credit.  A  little  arith- 
metic tells  us  that  means  a  reversal  in  the  recent  upward  trend 
of  interest  rates  (  see  Bond  6  Capital  Markets,  p.  104). 

Don't  get  us  wrong.  We  don't  see  a  recession  looming,  but 
we  do  see  farmers  having  trouble  getting  higher  prices,  we  see 
industry  having  trouble  making  price  increases  stick  and  we 
see  home  builders  and  car  builders  having  to  work  harder  for 
every  sale  than  they  have  had  to  do  in  the  recent  past. 

Those  who  look  only  at  monetary  aggregates  to  gauge  the 
economy  are  just  like  the  blind  men  and  the  elephant.  The 
beast  is  a  complex  organism;  it  isn't  just  a  tusk  or  an  ear  or  a 
haunch — and  the  U.S.  is  not  heading  into  8%  inflation,  what- 
ever the  money  supply  figures  seem  to  show.  ■ 


Too  Much  Is  Enough 

Record  increases  in  housing  debt  and  large  additions 
to  installment  credit,  which  have  sustained  a  vigorous 
economic  expansion  since  the  1973-74  recession, 
may  soon  become  a  drag  on  spending.  Individuals 
will  find  it  necessary  to  pay  down  loans. 


The  recent  decline  in  the  savings  rate,  which  has 
worried  some  economists,  should  now  be  reversing. 
As  individuals  hold  back  on  big  ticket  outlays  in  an 
effort  to  cut  down  on  debt,  more  money  will  remain 
from  paychecks  to  go  into  various  forms  of  savings. 
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Be  Smart: 

Lend  Now;  Don't  Borrow 

By  Ben  Weberman 

".  .  .  The  last  time  interest  rates  hit  a  major  peak 
was  in  September  of  1974.  In  a  month,  yields 
on  short-term  money  had  almost  collapsed  .  .  ." 


interest 
drawing 


I  mid  talk  of  double-digit 
rates  on  long-term  bonds,  the 
shows  what  I  think:  Like  the  man  in  the 
drawing.  I  see  a  moderate  drop  ahead  in 
bond  prices — that  is,  a  moderate  in- 
crease in  interest  rates — but  just  after  a 
steep  rise.  Shrewd  portfolio  managers 
will  be  doing  some  buying 
now.  Shrewd  borrowers  will 
be  holding  back 

I  simply  do  not  accept 
predictions  that  the  Fed  will 
curtail  growth  of  the  mone- 
tary aggregates  by  squeez- 
ing until  the  benchmark 
federal  funds,  which  now 
trade  at  l^z^k.  will  be  up 
around  9%. 

I  disagree  considerably 
with  such  an  extreme  opin- 
ion. The  economy  is  not 
strong  enough  and  inflation 
not  bad  enough  to  require 
such  drastic  monetary  poli- 
cy actions  (see  The  Econo- 
my, p.  103'.  Furthermore, 
so  much  money  is  now  held 
back  for  longer-term  invest- 
ment that  rates  are  hardly 
likely  to  rise  to  panic  levels. 
Any  small  incentive  to  in- 
vest will  bring  huge  sums 
out  of  vaults. 

These  turnarounds  when 
they  come,  can  be  breath- 
taking]) fast.  Study  the  ta- 
ble. The  last  time  interest 
rates  hit  a  major  peak  was  in  September 
of  1974.  In  a  month,  yields  on  short-term 
money  had  almost  collapsed,  and  within 
four  months  the  whole  interest-rate 
structure  was  decisively  lower.  It  was  all 
over  in  a  few  months!  An  8%.  30-year 
Treasury  that  was  purchased  for  94.50  on 
Sept.  1.  1974  could  have  been  sold  at 
95.64  a  month  later — a  profit  of  over  a 
point — and  at  100.  56  on  Feb.  1.  1975  for 
a  gain  of  almost  six  points. 

Ben  Weberman  is  economics  editor  o/Forbes 
magazine. 


Therefore,  my  advice  to  people  with 
responsibilities  for  investing  fixed- in- 
come funds  is  this:  Like  the  man  in  the 
drawing,  keep  your  eye  on  the  next  hill, 
not  on  the  small  valley  just  ahead.  Some 
specific  suggestions: 

In  the  Treasurv  market,  the  S^s  of 


Interest  Rates 


Sept  1 

Oct  1 

Feb  1 

1974 

1974 

1975 

Federal  funds 

11.56  X 

11.08:c 

6.89": 

3 -month  bills 

9.33 

6.28 

5.81 

5-year  Treasuries 

8  60 

7.99 

7.20 

30-year  Treasuries 

8.51 

8.40 

7  95 

Aa  utilities 

10.25 

10.02 

8.85 

5-year  Tax  Exempts 

5  70 

5  30 

4  44 

198S  sell  just  below  par  to  carry  a  yield  of 
S  39^.  How  can  anyone  go  wrong  with 
such  a  generous  return  for  ten  y  ears  on 
an  issue  that  is  noncallable.  marketable 
and  free  of  credit  risk?  If  y  ou  are  looking 
for  price  appreciation,  try  the  Treasury 
8%s  of  2000  (called  the  "centuries"), 
which  are  also  selling  just  below  par  to 
bring  a  yield  of  8.45*5. 

At  the  moment,  high-quality  corpo- 
rate bonds  are  selling  at  prices  that  yield 
little  more  than  a  Treasury .  so  I  would 
avoid  them.  Wh\  buv  New  Jersev  Bell 
Telephone  8%s  of  2018  to  yield  8.85%? 


The  40-basis -point  advantage  in  yiek 
over  the  centuries  is  not  good  enough 
Market  swingers  have  an  enormou 
variety  of  offerings  av  ailable  The  calen 
dar  of  new  issues  of  low  -grade  corporate^ 
bonds  is  among  the  largest  in  the  mem 
ory  of  underwriters,  stretching  through 
more  than  25  issues  Some 
]  of  the  risks  are  worthwhile 
Transcontinental  Oil  Co 
borrowed  S20  million  th< 
other  day  on  20-y  ear  subor 
dinated  debentures.  They| 
carry  a  rating  of  only  "B 
Carrying  a  coupon  of  12"/s%J 
the  issue  yields  13.46%  oil 
its  initial  offer  price  of  96. 

If  y  ou  re  not  a  portfolk 
manager  or  big  corporate] 
borrower,  how  do  y  ou  take] 
advantage  of  the  coming 
drop  in  interest  rates 
There  are.  of  course,  the  fi-| 
nancial  futures  markets 
Some  of  the  larger  institu 
tions  are  buying  contract 
for  December  1979  delivery] 
of  Government  National 
Mortgage  Associate  pas: 
through  certificates,  witj 
these  federally  guaranteed 
securities  to  be  purchased 
y  ear  and  a  half  from  now  at ; 
price  that  will  yield  9.6% 
GNMAs  in  the  cash  marke 
carry  a  95  return.  Private 
speculators  should  be  care 

ful  here, 
are  slim. 

down  temporarily 
ble — they  could  be  wiped  out  before  a 
rally  starts.  Institutions  or  individual^ 
with  plenty  of  cash,  of  course,  can  meel 
temporary  margin  calls  without  feeling 
much  pain. 

Finally  .  I  hav  e  this  advice  to  give  n 
people  who  must  borrow — whether  td 
buy  a  house  or  to  finance  a  new  plantl 
Wait  a  bit  if  you  can.  You  will  almosi 
certainly  be  able  to  borrow  more  cheaply 
bv  autumn.  ■ 


howev  er,  because  the  margin 
and  if  the  market  prices  gi 
-as  is   quite  possi 
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Recognize  our  synthetic  oil  well? 
One  dragline's  coal  production  can 
replace  20,000  barrels  of  oil  a  day 


Capability  like  this  is  part  of  what  makes 
Bucyrus-Erie  a  leader. 

The  energy  crisis  is  real.  It's  going  to  get  worse:  without  question,  we  as  a 
nation  must  become  more  self-sufficient.  We  can. ..with  coal,  our  largest, 
most  important  energy  resource.  Coal  is  available  — now.  And  one  giant 
dragline  like  the  2570-W  shown  can  uncover  more  than  5000  tons  of  coal 
in  a  single  day.  in  a  way  that  provides  for  early  reclamation.  With  machinery 
like  this  and  vast  coal  reserves,  we  can  keep  the  nation's  lights  burning. 

To  meet  the  nation's  need,  we've  increased  production  of  mining  shovels, 
blast  hole  drills  and  draglines.  We've  more  than  doubled  floor  space.  We've 
invested  in  dozens  of  giant  machine  tools.  We've  recruited  and  trained 
skilled  people.  We've  developed  customer  training  programs  to  help  miners 
increase  productivity.  And  we've  increased  emphasis  on  developing  new 
and  improved  machines. 

Recognizing  that  coal  is  our  single  most  important  energy  resource,  our 
long-term  commitment  to  the  coal  industry  will  continue.  For  information, 
write  to  Bucyrus-Erie  Company,  Dept.  FF.  South  Milwaukee,  Wisconsin  53172. 


BUCYRUS-ERIE^ 


Forbes  Magazine  is  pleased  to  join  once 
again  the  Business  Committee  for  the 
Arts  in  cosponsorship  of  the  annual 
"Business  in  the  Arts"  Awards  competi- 
tions. The  41  corporations  listed  as  1977 
Award  winners  have  been  selected  from 
a  field  of  over  300  nominations  by  our 
distinguished  panel  of  judges:  Florence 
Knoll  Bassett,  Barry  Bingham,  Sr.,  The 
Hon.  John  Brademas,  J.  Carter  Brown, 
Donald  G.  Conrad,  John  Crosby,  Milton 
Esterow,  Myrna  Loy,  Stanley  Marcus, 
Dean  Arjay  Miller,  The  Hon.  Virginia  Kil- 
patrick  Shehee  and  Carl  Spielvogel. 


1977  Award/  ArtisL  Romare 


The  Business  Committee  for  th 
Inc.  is  a  private,  tax-exempt,  national  or- 
tion  of  business  leaders  created  to  encouragi 
ness  and  industry  to  assume  a  greater  share  of  respoi 
for  the  support,  growth  and  vitality  of  the  arts.  For  informa 
descriptions  of  the  award-winning  projects,  write  the  Awards  Adm 
tor,  Business  Committee  for  the  Arts,  1700  Broadway,  Mew  York,  NY 


in 
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TIME  AWARD  WINNERS 


ife  and  Casualty  Company, 

>rd,  Connecticut 

Globe,  Boston,  Massachusetts 

ai  Bank,  New  York  City 

)la  Company,  Atlanta,  Georgia 

lie  Data  Systems  Corporation, 

i,  Texas 

Newspaper  Foundation, 

:ster,  New  York 

Mills,  Inc.,  Minneapolis, 
sota 

R.  Hough  Company, 

tersburg,  Florida 

ional  Multifoods  Corporation, 

apolis,  Minnesota 


International  Telephone  and  Telegraph 
Corporation,  New  York  City 

KFAC  AM/FM,  Los  Angeles,  California 
Liberty  National  Bank  and  Trust 
Company  of  Louisville,  Kentucky 

Metropolitan  Life  Insurance  Company, 

New  York  City 

R.  J.  Reynolds  Industries,  Inc.,  Winston- 
Salem,  North  Carolina 

Security  Central  National  Bank, 

Portsmouth,  Ohio 

Security  Pacific  National  Bank, 

Los  Angeles,  California 


South  Central  Bell  Telephone  Company, 

Birmingham,  Alabama 

United  Oklahoma  Bank,  Oklahoma  City, 
Oklahoma 

U.S.  Pioneer  Electronics  Corporation, 

Moonachie,  New  Jersey 

Valley  Bank  of  Nevada,  Las  Vegas, 
Nevada 


rURN  AWARD  WINNERS 


m  Company  of  America, 

irgh,  Pennsylvania 

Richfield  Company,  Los  Angeles, 
nia 

.,  New  York  City 

ough-Pond's  Inc.,  Greenwich, 
^cticut 

lated  Edison  Company  of  New 
Inc.,  New  York  City 

Glass  Works,  Corning,  New  York 

i  Kodak  Company,  Rochester, 
ork 


Emerson  Electric  Company,  St.  Louis, 
Missouri 

Exxon  Corporation,  New  York  City 

Ford  Motor  Company  Fund,  Dearborn, 
Michigan 

Hanes  Dye  and  Finishing  Company, 

Winston-Salem,  North  Carolina 

Indiana  National  Bank,  Indianapolis, 
Indiana 

International  Business  Machines 
Corporation,  Armonk,  New  York 

Mark  Twain  Bancshares,  St.  Louis, 
Missouri 


Mobil  Corporation  and  Mobil 
Foundation,  Inc.,  New  York  City 

J.  C.  Penney  Company,  New  York  City 

Philip  Morris  Inc.,  New  York  City 

The  Prudential  Insurance  Company 
of  America,  Newark,  New  Jersey 

Southeast  Banking  Corporation,  Miami, 
Florida 

Texaco  Inc.,  White  Plains,  New  York 

Touche  Ross  &  Company, 

New  York  City 
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The  Momentum  Is  Up 

By  Lucien  O.  Hooper 


At  present  there  are  few  excesses. 


tucks  have  established  an  upward 
momentum  that  probably  will  gather 
strength  and  eventually  result  in  over- 
enthusiasm  and  overappraisal.  Of 
course,  at  any  time  some  stocks  are  too 
high;  at  present  there  are  few  excesses. 
One  of  the  best  things  about  the  current 
advance  is  that  so  many  investors  and 
money  managers  don't  believe  in  it.  So 
much  skepticism  is  essentially  bullish. 

I  continue  to  believe  that,  for  the  time 
being  at  least,  the  momentum  of  prices  is 
upward  and  that  more  stocks  will  contin- 
ue to  go  up  than  to  go  down  or  stand  still. 
Up  to  the  time  this  article  was  being 
written  the  natural-resource  issues  were 
not  doing  as  well  as  the  market  as  a 
whole.  Before  this  rise  is  over,  particu- 
larly if  this  is  an  inflation  market,  the 
shares  of  the  extractive  companies 
should  become  much  more  popular. 

Easco  Corp.  (29)  derives  about  37%  of 
its  sales  from  the  manufacture  of  hand 
tools  sold  by  Sears,  Roebuck  under  the 
Craftsman  label.  The  company  has  a  very 
good  record,  although  quarterly  earnings 
tend  to  fluctuate  much  more  violently 
than  annual  earnings.  There  is  a  feeling, 
too,  that  a  company  like  Easco  stands  to 
benefit  a  great  deal  from  the  gradual 
development  of  a  new  generation  of  tools 
adjusted  to  metric  measurements.  The 
stock  has  been  selling  not  far  from  its 
book  value.  Earnings  this  year  are  being 
estimated  at  around  $3.50  a  share.  The 
present  indicated  dividend  rate  is  $1.10 
a  share. 

Interlake  Inc.  (27)  is  the  nation's  lead- 
ing producer  of  pig  iron  and  the  14th 
largest  steel  producer.  The  company 
uses  about  20%  of  its  steel  production 
internally  and  obtains  much  of  its  iron 
ore  and  coal  from  partially  owned 
mines.  The  stock  pays  dividends  at  the 
annual  rate  of  $2.20  a  share,  a  rate  that 
probably  w  ill  be  continued  in  spite  of  a 
poor  first  quarter  w  hen  operations  were 
at  a  loss.  It  is  anticipated  that  profits  for 

Lucien  O.  Hooper  is  vice  president  of  the 
XYSE  firm  of  Thomson  McKinnon  Securities. 


the  year  may  be  $3  or  more  a  share. 

NL  Industries  (19)  has  been  benefiting 
from  a  better  management,  a  higher  con- 
centration in  products  used  by  the  oil 
industry  and  a  relative  decline  in  debt. 
The  company  has  sold  its  old  lead  paint 
division,  and  the  retained  titanium  pig- 
ments division  has  not  been  doing  well. 
The  management  is  optimistic  about  the 
Salt  Lake  magnesium  division,  but  does 
not  expect  it  to  make  any  contribution  to 
profits  this  year.  It  is  currently  estimated 
that  NL  Industries  should  earn  around 
$2.40  a  share  this  year  against  $2.03  in 
1977.  Sales  should  reach  about  $1.7  bil- 
lion. The  book  value  of  the  stock  current- 
ly is  around  20  and  is  believed  to  be 
understated.  This  is  a  quality  stock  at 
less  than  ten  times  earnings,  yielding 
about  6>/i%  through  a  $1.20  dividend. 

Sqnil>b  Corp.  (33)  is  up  about  ten 
points  since  early  March.  As  a  layman,  I 
always  hesitate  to  try  to  evaluate  a  new 
medical  product,  but  some  of  my  analyst 
contemporaries  are  confident  about 
Squibb's  Corgard,  an  antihypertensive 
and  antianginal  agent,  and  believe  that 
the  company  s  new  SQ  14,225  for  con- 
trolling bhx)d  pressure  has  an  unusual 
marketing  potential.  It  is  hoped  that 
both  products  will  be  approved  and  be  in 
full  production  next  year.  Squibb  last 
year  had  sales  of  $1.3  billion.  It  is  impor- 
tant in  proprietary  drugs,  household 
products,  chewing  gum,  confections  and 
cosmetics  and  has  a  small  diversification 
into  the  fast-food  industry.  One  analyst  is 
even  predicting  that  Squibb  will  be  "the 
Syntex  of  the  next  few  years."  Syntex, 
remember,  was  one  of  the  first  compa- 
nies to  specialize  in  birth-control  drugs. 

I  continue  to  hear  of  confident  buying 
in  Kcii.scr  Steel  (26).  mentioned  in  the 
June  12  issue.  .  .  .  Management  changes 
are  beginning  to  pay  off  in  Johns-Man- 
ville  (31)  where  the  fiberglass  div  ision  is 
doing  w  ell.  One  estimate  is  that  the  com- 
pany w  ill  earn  between  85  and  $6  a  share 
this  year.  .  .  .  Gino's  (11)  is  understood 
to  have  had  a  sharp  earnings  recovery  in 
the  June  quarter.  ...  It  is  believed  that 


Louisiana  Pacific  (18)  will  earn  at  leai 
$2.25  a  share  this  year  without  includiji 
profits  of  $7  or  so  a  share,  which  an 
accruing  from  the  forced  sale  of  part 
the  company's  redwood  forests  to  th 
federal  government.  This  looks  like  on 
of  the  more  deserving  growing  timbe 
issues.  .  .  .  Mobil  Oi'/'s  (65)  Baltimor 
Canyon  exploratory  well,  concernin 
which  there  probably  will  be  no  news  fc 
a  few  months,  is  regarded  as  the  mo: 
important  of  the  wells  now  being  drille 
off  the  Atlantic  Coast.  Continental  Oil! 
first  Baltimore  Canyon  well  was  dry,  ani 
a  report  on  Exxon  s  first  well  is  expecte 
sometime  during  the  next  fe' 
weeks.  .  .  .  The  machine  tool  business 
excellent;  this  is  reflected  in  the  strengt 
in  the  shares  of  Cross  Co.  (29);  it 
estimated  that  the  company  will  earn  S 
a  share  this  year  on  the  increased  stocl 
.  .  .  Ingersoll-Rand  (61)  is  doing  bette 
this  year;  one  source  estimates  earning 
of  $7  a  share  compared  with  $5.83 
share  in  1977  and  $5.33  in  1976. 

Allied  Chemical  (40)  pays  $2  to  viel 
5%  and  sells  at  about  7'/2  times  estimate 
1978  earnings  of  around  $5. .50  a  share 
Since  John  T.  Connor  joined  this  com 
pany  after  his  stint  in  the  Cabinet  i 
Washington,  this  company  s  position  ht 
been  considerably  improved.  Connc 
has  reduced  the  emphasis  on  some  laell 
luster  chemicals  and  has  increased  th 
company's  position  in  oil,  gas.  coke  am 
nuclear  fuels.  Allied  Chemical  is  partita 
paring  in  the  dev  elopment  of  North  St 
oil  and  Indonesian  oil  ventures;  the  pr< 
duction  in  the  North  Sea  already  is  maV 
ing  a  significant  earnings  contribution 
Textron  has  become  a  substantial  ovvne 
of  the  company  s  stock.  If  all  goes  we] 
Allied  Chemical — which  now  has  sales  < 
around  S3  billion  per  annum  (chemica; 
were  about  46%  of  sales  last  year) — ma 
be  able  to  earn  as  much  as  $8  or  $9 
share  next  year.  The  present  price  of  th 
stock  would  seem  too  low  in  relation  t 
the  company  s  current  and  prospectiv 
earnings.  Quality  of  the  equity  is  steadil 
improving.  ■ 
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Marley? 

They  make  cooling  towers. 


Layne-Western 
Company  Inc. 
leaders  In  developing 
ground  water  supply. 


V%  a  Try  groundwater  hydrology,  water 
well  drilling,  pumps,  deaeration 
aLM\MM»  •  equipment,  shell  and  tube  heat  ex- 
changers, water  and  waste  water  treatment  equip- 
ment, or  air-cooled  heat  exchangers. 


You're  still  right.  Because  Marley's  world  is  growing. 
Growing  to  create  a  balanced  corporate  base  that 
can  withstand  the  impact  of  cyclical  market  activity. 

Through  a  program  of  internal  growth  and  acquisi- 
tion, The  Marley®  Company  and  its  seven  operating 
companies  now  provide  a  broad  product  mix  for  the 
industries  that  silently  touch  each  and  every  one  of 
us:  from  electric  generating  to  petroleum  refining 
and  petrochemicals,  from  chemical  processing  to 


agriculture,  and  from  a  continuing  and  abundant 
supply  of  fresh  water  to  the  temperature  of  the  office 
you're  sitting  in. 

Each  of  Marley's  operating  companies  has  a  long 
record  of  proven  leadership  in  its  particular  field  as 
well.  Respected  names  like  Chicago  Heater  Com- 
pany, Inc.;  Engineers  and  Fabricators,  Co.  (EFCO); 
General  Filter  Company;  Layne  &  Bowler,  Inc.; 
Layne-Western  Company,  Inc.;  Marley  International, 
Inc.;  and  The  Marley  Cooling  Tower  Company.  All  a 
part  of  Marley's  new  world. 

Sure,  we're  still  the 

cooling  tower  people.  MARLEYB 

But  now  we're  even  *- c 

more.  ^^278 


The  Marley  Company,  Corporate  Headquarters— 5800  Foxridge  Drive — Mission,  Kansas  66202 
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Thriving  On  Bad  News 

By  Heinz  H.  Biel 

".  .  .  The  stock  market  goes  its  own  way  and  most  of 
the  time  it  is  futile  to  try  to  fathom  why.  .  .  " 


■  liis  has  been  a  remarkably  g<x>d  sec- 
ond quarter.  The  rise  in  stock  prices,  not 
to  mention  the  record  volume  of  stock 
trading,  not  only  surprised  the  skeptics, 
including  myself,  but  exceeded  even  the 
most  bullish  expectations  of  the  opti- 
mists. The  strange  thing  is  that  it  all 
happened  in  the  absence  of  any  news 
that  could  be  classified  as  good.  As  a 
matter  of  fact,  except  for  a  few  first- 
quarter  corporate  earnings  reports, 
which  made  for  pleasant  reading,  all  the 
news  was  pretty  much  negative. 

I  can  see  nothing  on  the  political  scene 
that  could  inspire  a  bullish  sentiment. 
Internationally  the  picture  is,  to  put  it 
mildly,  confused  and  confusing.  At 
home,  there  is  an  obvious  lack  of  firm 
leadership.  The  Carter  Administration 
does  not  enjoy  the  confidence  or  even 
the  respect  of  the  people.  Forecasts  of 
the  economists  are  getting  gloomier. 

Although  the  daily  commentators  al- 
ways have  to  come  up  with  reasons  why 
stock  prices  went  this  way  or  that  way,  it 
is  not  possible  to  give  a  logical  explana- 
tion for  this  recent  buying  wave.  The 
stock  market  goes  its  own  way  and  most 
of  the  time  it  is  futile  to  try, to  fathom 
why.  However,  whether  one  agrees  w  ith 
thi'  market  trend  or  not,  it  rarely  pays  to 
argue  with  the  tape. 

Although  the  various  averages  have 
advanced  from  one  high  to  another,  the 
appearance  of  great  market  breadth  is 
misleading.  This  has  been  a  rather  selec- 
ti\e  rise,  with  many  major  groups  only 
barely  participating  or  not  at  all.  The  so- 
called  smokestack  industrials,  for  in- 
stance, as  well  as  some  oils,  foods  and 
retail  issues,  have  given  below-average 
performances.  It  is  interesting  to  note 
that  recently,  when  the  Dow  Jones  in- 
dustrials and  453  stocks  on  the  New  York 
Stock  Exchange  made  new  highs,  only 
five  of  the  30  DJI  stocks  made  that  list. 
The  random  walk,  evidently,  did  not 
work  very  well  this  time. 

Heinz  H.  Bid  is  a  vice  president  of  the  SYSE 
firm  of  Janney  Montgomery  Scott. 


I  have  commented  several  times  on 
Tclcdi/nc,  whose  singularly  interesting 
aspects  seem  to  have  been  recognized 
only  recently  when  the  stock  soared. 
As  most  people  know  by  now.  Tele- 
dyne  does  not  pay  cash  dividends  and 
has  no  intention  of  doing  so  in  the 
foreseeable  future.  It  is  not  that  Tele- 
dyne  can't  afford  to  spare  the  cash,  but 
its  chairman,  Henry  Singleton,  believes 
that  there  are  better  things  to  do  with 
money  than  to  give  it  to  the  sharehold- 
ers— such  as  buying  stocks,  for  in- 
stance. In  the  beginning  Teledyne 
bought  its  own  stock,  drastically  shrink- 
ing its  capitalization  in  a  virtually  un- 
precedented way.  And  then  Teledyne 
bought  big  hunks  of  stock  in  other 
companies,  which  Mr.  Singleton  either 
knows  intimately,  like  his  own  alma 
mater,  Litton  Industries,  or  just  liked 
or  considered  especially  attractive. 

As  Mr.  Singleton  has  been  highly  suc- 
cessful in  running  his  company's  multifa- 
ceted  affairs,  it  may  be  worthwhile-  to 
take  a  look  at  the  companies  in  which  he 
made  investments  of  20%  to  30%  of  their 
respective  capitalizations.  It  should  be 
noted  that  he  always  emphasizes  that 
these  purchases  are  made  for  investment 
and  disclaims  any  other  intention. 

I  rule  out  Litton,  another  company 
that  disdains  cash  dividends.  I  don't  like 
the  company's  uneven  performance  and 
I  don't  want  to  build  ships  for  the  Navy. 
Maybe  I  don't  understand  Litton,  but 
this  is  not  my  cup  of  tea. 

I  also  do  not  share  Mr.  Singleton's 
predilection  for  Curtiss-Wright,  which 
in  my  view  is  a  rather  nondescript  com- 
pany with  an  unimpressive  record.  I 
doubt  that  Curtiss-Wright  has  enough 
muscle  of  its  own  to  get  control  of  Ken- 
necott  and  I  am  not  sure  that  Teledyne 
would  provide  it.  Somehow  it  seems  to 
me  that  Curtiss-Wright  lacks  even  a 
trace  of  sparkle. 

By  contrast,  two  other  companies  in 
which  Teledyne  has  a  substantial  inter- 
est, Brockway  Class  and  Walter  Kidde, 
are  on  my  well-liked  roster  and  have 


been  the  subject  of  comments  in  th: 
column  several  times  in  the  past.  B\i 
that  is  the  only  thing  these  two  com  pi 
nies  have  in  common. 

Brockway  (33)  is  primarily  a  marc 
maker  of  glass  containers  and  relate 
items  that  are  sold  mainly  to  food  pr< 
ducers,  soft-drink  bottlers,  brewers,  ll 
quor  and  drug  manufacturers.  It  is 
sound  and  solid  company,  enjoying  moc 
erate  but  steady  growth,  and  its  stoq 
sells  at  a  fair  price  in  relation  to  probabl 
earnings  of  about  $4.50  a  share  this  yeai 
It  is  a  comfortable  rather  than  an  excitin 
stock,  and  one  wonders  what  attraction 
has  for  a  man  like  Singleton. 

Walter  Kidde  (33),  on  the  other  hand 
is  an  entirely  different  breed.  This  is 
big  ($1.5-billion  sales)  conglomerate  wit 
products  ranging  from  huge  hydrauli 
cranes  to  golf  clubs  and  balls,  from  light 
ing  fixtures  to  airplane  seats,  from  fir 
protection  and  bank  security  equipmer 
to  Farberware.  Apparently  none  of  th 
multitude  of  product  lines  is  playing  sec 
ond  fiddle  to  its  competitors.  It  seems 
miracle  that  anyone  can  manage  a  mu 
tiring  circus  like  that,  but  Kidde  Chaii 
man  Fred  Sullivan,  who,  like  Singleton 
learned  conglomeration  as  a  Litton  vie 
president,  has  done  so  with  remarkabl 
success. 

Recently,  at  long  last,  Kidde  complet 
ed  the  sale  of  U.S.  Lines  which  it  ha 
acquired  about  a  decade  ago  and  which  i 
had  been  trying  to  get  rid  of  since  197C 
It  was  a  classic  case  of  marry  ing  in  hast 
and  repenting  at  leisure.  However,  all  i 
well  that  ends  well,  and  now  Kidde  ha 
an  extra  nest  egg  of  $111  million  in  th 
bank  to  be  used  for  acquisitions — for  bet 
ter  diversification,  I  suppose. 

Kidde  is  a  company  with  an  intriguin 
potential.  Earnings  have  grown  at  a 
impressive  rate  in  recent  years  and  ma 
approach  $6  a  share  (primary)  this  y  eai 
Therefore,  although  the  stock  is  present 
ly  selling  near  its  best  price  since  th 
early  1970s,  the  comparatively  modes 
multiple  of  about  six  would  seem  to  leav 
room  for  further  appreciation.  ■ 
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In  today's  nervous  stock  market  should  you. . 


Juy?  Sell?  Do  Nothing? 

More  specifically,  what  should  you  do  NOW  about 
these  (or  1700  other)  fast-changing  stocks? 


AT&T 

BETHLEHEM  STEEL 
BOISE  CASCADE 
BOEING 
CATERPILLAR 
CITICORP 

DIGITAL  EQUIPMENT 


DOW  CHEMICAL 
EASTMAN  KODAK 
EXXON 

GENERAL  MOTORS 
ITT 

PEPSICO 
RCA 


SEARS  ROEBUCK 

SCHERING-PLOUGH 

SONY 

TEXACO 

US  STEEL 

WESTINGHOUSE 

XEROX 


i've  picked  the  21  stocks  above  for  illus- 
ion—from  more  than  1700  regularly 
^ered  by  The  Value  Line  Investment  Sur- 
'— because  each  has  recently  been  on  the 
ost  active"  list  and  may  therefore  be  of 
jcial  interest. 

3  stock  market,  and  the  investment  values 
rein,  are  now  going  through  a  great  deal 
apid  change.  This  is  no  time  to  sit  on  your 
ids.  It  is  urgent,  we  think,  that  you  check 
hout  delay  every  stock  that  interests  or 
teems  you  to  see  if  it  currently  offers  the 
estment  credentials  most  important  to 
j.  To  illustrate,  let's  look  at  the  stocks 
ed  above: 

RFORMANCE:  Every  one  of  these 
cks  —at  one  time  or  another —  has  offer- 
the  prospect  of  superior  relative  price 
■formance.  Right  now,  however,  Value 
e  ratings  suggest  that  9  of  these  stocks 
)uld  be  avoided  for  the  time  being.  On  the 
er  hand,  we  estimate  that  4  of  the  stocks 
sve  will  clearly  outperform  most  other 
cks  in  the  next  12  months. 

kFETY:  1 3  of  the  stocks  listed  carry  supe- 
■  Value  Line  ratings  for  Safety,  meaning 
y  have  typically  demonstrated  greater 
;e  stability  than  the  majority  of  stocks. 
i  other  stocks  on  the  list  rate  only  average 
lower  on  this  score. 

ELD:  The  dividend  yields  of  these  stocks 
imated  by  Value  Line  for  the  12  months 
sad  range  all  the  way  from  10.2%  to  Nil. 
/en  of  the  stocks  offer  yields  below  4.9%. 
ly  5  stocks  provide  yields  of  6.5%  or 
her. 

PRECIATION:  Value  Line's  estimates 
Appreciation  Potential  in  the  next  3  to  5 
irs  for  these  stocks  range  all  the  way  from 
Daltry  25%  up  to  nearly  290%.  Seven 
cks  offer  long-term  potentials  of  175%  or 
her. 

le  data  above  come  from  a  recent  issue 
rhe  Value  Line  Survey.  For  actual  invest- 
nt  decisions,  be  sure  to  see  the  latest 
My  Value  Line  edition.) 

HERE  ELSE  CAN  YOU 
ET  ALL  THIS? 

ue  Line  gives  you  the  key  ratings  out- 
$d  above,  updated  every  week,  for  EACH 
1700  stocks— so  you  can  make  coherent 
nparisons  of  any  stock  against  any  others 
h  respect  to  the  investment  attributes  you 
e  about.  In  addition,  Value  Line  regularly 
isents  comprehensive  full-page  Research 
sorts,  with  15-year  vital  statistics,  for  each 
1700  stocks. 

apply  the  same  quality  and  comprehen- 
aness  of  research  and  evaluation  not  only 
virtually  every  "big  name"  stock  (like  the 
js  listed  above)  but  also  to  more  than  a 
usand  "lesser"  stocks— which  make  up  a 
nificant  part  of  a  great  many  portfolios. 


We  realize  that  when  YOUR  money  is  in- 
volved, an  investment  in  U.S.  FILTER  can  be 
just  as  important  as  the  same  amount  in  U.S. 
STEEL. 

If  you  want  to  re-assess  your  stock  portfolio 
with  an  eye  to  greater  rewards  and/or  lower 
risks  in  today's  unusual  market.  ...  if  you 
want  to  make  rational  decisions  about  what 
stocks  to  hold,  sell,  or  buy  now.  ...  we  be- 
lieve that  no  other  source  even  comes  close 
to  providing  the  help  that  Value  Line  sys- 
tematically gives  you. 

UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  new  Summary  & 
Index  presents  up-to-date  ratings  of  EACH 
of  1700  stocks  relative  to  all  the  others,  as 
follows.  .  .  . 

a)  Rank  for  Probable  Price  Performance  inl 
the  Next  12  Months— ranging  from  1- 
(Highest)  down  to  5  (Lowest).  We  ur-i 
gently  suggest  you  stay  away  from  the 
400  stocks  now  ranked  4  or  5. 

b)  Rank  for  investment  Safety  (from  1 
down  to  5).  If  Safety  is  important  to  you, 
we  suggest  you  concentrate  on  stocks 
ranked  1  or  2  in  this  respect. 

c)  Estimated  Yield  in  the  Next  12  Months. 
Every  week  we  also  present  a  "screen" 
of  the  100  stocks  with  the  highest  yields, 
which  recently  ranged  from  9%  to  20%. 

d)  Estimated  Appreciation  Potential  in  the 
Next  3  to  5  Years— showing  the  percent- 
age change  from  the  recent  price.  Every 
week  we  also  present  a  "screen"  of  the 
100  stocks  with  the  highest  potentials, 
which  recently  ranged  from  170%  to 
465%. 

e)  P/E  Ratio  and  current  price,  plus  esti- 
mated annual  earnings  and  dividends 
in  the  current  12  months.  Also  latest 
quarterly  results  vs.  year  ago. 


PLUS  FULL-PAGE  REPORTS 

In  addition  to  the  weekly  coverage  above, 
each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Research  Re- 
port at  least  once  every  three  months — in- 
cluding 22  series  of  vital  financial  and  oper- 
ating statistics  going  back  15  years  and  esti- 
mated 3  to  5  years  ahead.  About  130  new 
full-page  Reports  like  this  are  issued  each 
week.  .  .  1700  every  13  weeks. 

SPECIAL  INVITATION 

You  can  receive  the  complete  Value  Line 
Investment  Survey  (with  30-day  money-back 
guarantee)  for  the  next  10  weeks  for  only 
$29 — about  HALF  the  regular  rate— if  no  one 
in  your  household  has  subscribed  in  the 
past  two  years.  And  you  get  these  two 
bonuses: 

BONUS  #1  — 

Value  Line's  2400- 
page  Investors 
Reference  Service  in- 
cluding our  latest  full- 
page  Reports  on  each 
of  1700  stocks— fully 
indexed  and  looseleaf- 
bound  for  easy 
reference,  and  sys- 
tematically updated  by 
new  full-page  Reports 
in  the  weeks  ahead. 


BONUS  HZ— 

Investing  in  Common 
Stocks,  the  64-page 
"classic"  by  Arnold 
Bernhard,  Value  Line's 
founder  and  research 
chief,  revealing 
methods  of  stock 
evaluation  that  took 
decades  to  refine.  You 
KEEP  this  book  even  if 
you  return  the  other 
material  for  your 
money  back. 


Investing  in 
Common  Stocks 


•ilktkt  aid  of 
Tbc  Value  Line  Rankings 
and  ot bcr  Criteria  of 
Slock  Value 


This  subscription  is  tax-deductible  if  utilized 
to  aid  in  the  management  of  your  investments. 
To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  today. 
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The  Value  Line  Investment  Survey  \ 

Arnold  Bernhard  &  Co.,lnc.  5  E.  44th  St.,  N.Y.,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
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SIGNATURE 


m  OOO 

CEEOC 

cer  bc 

EGG  BO 


SPECIAL  EXTRA  BONUS 

A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
—and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request.  (NY  residents 
nor. >     add  sales  tax.)  j| 
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WHICH 

NO  LOADS 

(no  broker  lee 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


Money  And  Investments 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO  LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.75 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F4C     P.  0.  Box  2109 
Yreka,  Calif.  96097 
Subscription  cannot  be  assigned  without  your  consent 
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THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 
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Consecutive  dividend 
payments  since  1909 


QUARTERLY  DIVIDEND 
INCREASED 

to  59<p  per  common  share 
(formerly  56<p  per  share.) 

A  quarterly  dividend  at  the  in- 
creased rate  of  59$  per  common 
share  has  been  declared  payable 
August  4,  1978,  to  stockholders 
of  record  July  11,  1978.  Regular 
quarterly  dividends  on  all  pre- 
ferred stock  will  be  payable  July 
1, 1978,  to  holders  of  record  June 
2, 1978. 

J.  Paul  Glahn 
Vice  President  and  Treasurer 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 
Des  Moines,  Iowa  50303 


What  Do  You 
Get  When  Yo 
Cross  A  Pig 
And  A  Bull? 

By  Thomas  P.  Murphy 


I^Ptocks  in  small  companies  can  get 
hot.  They  can  get  just  plain  irrational, 
balloon  to  the  stratosphere,  tulip-craze 
hot.  I  had  one  and  sold  it  too  soon. 

The  name  of  the  company  is  not  im- 
portant, but  the  story's  moral  may  be. 

It  is  a  small  company,  no  more  than  $3 
million  in  sales  last  year,  and  I  owned  a 
fairly  sizable  chunk  of  it  and  had  since 
1973.  The  purchase  was  originally  made 
on  two  premises.  First,  I  thought  that 
the  company  had  good  management,  and 
happily  that  turned  out  to  be  true.  Sec- 
ond, I  thought  the  industry  would  lend 
itself  to  rapid  expansion  through  acquisi- 
tion, and  that  turned  out  not  to  be  true. 
The  company  grew  rather  slowly  in  sales 
and  profits,  soundly  too,  but  it  was  going 
to  be  a  long  time  before  I  could  hope 
even  to  realize  the  $2  a  share  that  I  had 
put  into  it.  Stuck  is  the  word. 

Then,  last  January,  my  laggard  began 
coming  to  life.  Its  price  went  from  $1  to 
$1.50,  and  by  the  time  it  reached  $2  a 
share  I  figured  that  I  had  better  find  out 
what  was  happening.  I  called  the  com- 
pany's president.  Nothing  much,  as  far 
as  he  was  concerned,  was  happening. 
Business  was  fine,  but  not  fine  enough  to 
account  for  the  runup  in  the  stock  price. 
Then  I  called  one  of  the  market-makers 
in  the  stock,  a  Midwest  brokerage  that 
had  sold  the  stock  to  me  originally.  What 
was  going  on,  I  asked? 

The  story  was  that  another  broker  had 
decided  to  "sponsor  the  stock.  This 
broker  had  originally  pushed  the  stock  in 
a  similar  company  and  that  stock  had 
reached  30  times  earnings.  Looking 
around  for  something  else  to  sponsor,  he 
had  happened  on  my  company  and  ap- 
parently reasoned  that  if  company  A  was 
worth  30  times  earnings,  then  surely  this 
similar  but  smaller  company,  call  it  com- 
pany B,  had  to  be  worth  more  than  the 
five  times  earnings  it  was  selling  for. 

That  was  the  story  and  some  stock 
buyers  must  have  been  impressed  by  it, 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Danhist,  Stamford.  Conn. 


for  my  stock  had  gone  right  on  up  to  I 
share,  and  I  figured  that  it  was  al 
time  to  take  some  profits.  There  is  i 
ing  wrong  with  doubling  your  mol 
right?  So  I  sold  half  of  my  position! 
was  home  free.  The  market  had  gobj 
up  my  shares  in  a  matter  of  a  week  [ 
the  stock  went  right  on  up  to  $5,  al 
recalled  the  Wall  Street  adage  that  | 
bulls  sometimes  make  money,  the  1 
sometimes  make  money,  but  the 
always  lose.  No  pig,  Murphy.  I  solcl 
other  fourth  of  my  position  at  $5  a  sfl 
and,  unbelievably,  the  stock  moved  I 
on  up  to  $6,  so  1  sold  out.  Eureka!  Bi 
a  few  weeks  the  stock  was  selling  for  I 
and  frankly  I  was  not  feeling  so  eurell 
about  the  whole  thing. 

Was  the  stock  overvalued  at  $10? 
convinced  it  was.  Will  those  new  bul 
wake  up  and  find  that  they  have  paicl 
much?  Perhaps.  But  maybe  they  will| 
to  the  next  fellow  for  $14. 

What  I  had  forgotten,  it  had  beel 
long,  was  that  a  "hot"  stock  in  a  stf 
market  can  take  on  a  price-life  of  its  (| 
That  life  becomes  divorced  from 
mundanes  of  earnings  and  assets  orl 
prospects  the  company  may  reasorj 
have  in  this  life  or  the  next.  Blame 
vard  Business  School.  They  taugh| 
Graham  &  Dodd  when  I  went  there. 
Benjamin  Graham  s  book  insisted  oil 
orderly,  rational  approach  to  findinsl 
trinsic  value  in  a  security.  I  should  l| 
studied  across  the  river  at  M.I.T. 
learned    something    about  Newtojl 
physics — a  body  in  motion  tends  tel 
main  in  motion.  What  I  owned  w[ 
stock  in  motion,  a  stock  moving  b;l 
own  momentum. 

The  moral  of  this,  at  least  the  p:| 
draw7  from  the  experience,  is:  Let 
run.  Once  the  stock  of  a  small  comtl 
has  departed  any  rational  value,  theil 
then  no  rational  way  to  predict  whe  [ 
might  peak.  There  are  at  least  til 
steps  to  take  that  can  give  you  s-f 
protection  from  selling  too  soon  an| 
had  taken  only  two  of  them. 

The  first  step,  of  course,  is  to  findl 
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Put  your  cash  to  work 
in  todays  money  market. 

High  money  market  yields  make  Fidelity  Daily  Income  Trust  an  ex- 
cellent place  to  put  excess  cash  to  work.  The  Trust's  current  return  exceeds 
that  offered  by  most  regular  bank  savings  accounts* 

Free  Check  withdrawals  in  amounts  of  $500 
or  more  provide  notable  liquidity.  And  there  is  no 
sales  charge.  Pull  together  all  the  information  with  a 
toll-free  call. 

Call  Free  (800) 225-6190 


In  Mass  Call  Collect  (617)  726-0650 


jjjrjJjT  Fidelity  Daily 
■  VI I  Income  Trust 

PO  Box832.Dept  FF80710 

82  Devonshire  St.,  Boston,  Mass  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


Name . 


Address . 


City. 


.State. 


.  Zip- 


Company  . 


Telephone 


Retirement  Plan  Information  Kengh  [  J  403B  H 


'Of  course,  savings  accounts  offer  a  guaranteed  return  and  your  principal  is  insured  by  a  government  agency 
while  the  yield  and  principal  of  FDIT  will  fluctuate  as  market  conditions  change. 


A  Project  called  HOPE 
has  been  bringing  new  answers  to  the  old  problem 

of  better  health  care  delivery  since  1958. 
In  25  nations  on  five  continents  the  people  of  HOPE 
have  been  teaching  and  treating. 
Healthier,  happier,  more  productive  people 
are  proof  of  their  good  work. 
The  world  needs  HOPE. 

Give  to: 


PROJECT 


Department  A  Washington,  D.C.  20007 


113 


The  Record  So  Far  In  1978: 
Seven  Winners,  One  Loser 

By  Stanley  W.  Angrist 

".  .  .  You  may  become  convinced  that  I  am  truly 
the  world's  greatest  living  commodity  maven  .  .  ." 


Money  And  Investments 


Li;i-.l  year  at  tins  time  I  reviewed 
track  record  for  the  first  six  months  of 
1977  and  informed  you  that  I  was  not 
Seattle  Slew.  This  year  it  looks  like  I  just 
might  he  called  Affirmed. 

My  record  for  the  first  six  months  is  so 
good  that  you  may  become  convinced 
that  I  am  truly  the  world's  greatest  living 
commodity  maven.  Do  not  he  deceived! 
Ever)  commodity  analyst  has  his  good 
times  and  the  times  he  doesn  t  want  to 
remember.  I  am  delighted  to  take  this 
opportunity  to  review  the  first  six 
months  of  1978. 

Since  the  beginning  of  the  year  I  have 
suggested  14  trades.  Seven  of  them  were 
profitable,  one  was  a  loser  and  six  either 
could  not  have  been  entered  at  the  rec- 
ommended level  or  produced  a  negligi- 
ble loss  or  gain.  (I  call  the  latter  "no- 
entry  recommendations.) 

The  bottom  line  for  the  first  six 
months  is  that  gains  amounted  to 
$14,125,  while  losses  totaled  only  $600 
for  a  net  gain  of  $13,525.  Of  this  total. 
$8,375  of  the  gains  came  from  spread 
positions  and  $5,7.">()  came  from  outright 
long  or  short  positions.  The  $600  loss  was 
realized  on  a  spread.  (None  of  these 
calculations  includes  the  effects  of  com- 
mission which  could  reduce  the  overall 
result  of  $700  or  so,  assuming  you  took 
every  position  recommended.) 

One  other  note  on  how  gains  or  losses 
were  calculated.  In  each  case  I  took  into 
account,  as  best  I  could,  when  readers 
would  receive  Forbes  and  at  what  price 
they  could  actually  enter  a  position.  I 
also  assumed  that  they  exited  positions 
on  a  reaction  and  did  not  realize  the  top 
or  bottom  of  any  move.  (I  have  never 
personally  met  anybody  who  did  that.) 
Now,  as  they  say  on  the  hustings,  let's 
look  at  the  record: 

On  Jan.  23  I  recommended  two 
spreads:  long  Chicago  July  wheat/short 
Kansas  City  July  wheat  at  no  more  than  5 


Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 
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cents  premium  Chicago.  In  mid-May  the 
spread  could  have  been  exited  at  20 
cents  premium  July.  The  gain  would 
have  been  15  cents,  or  $750  per  spread. 
The  trade  did  require  considerable  pa- 
tience, but  it  was  well-behaved  the 
whole  time. 

The  second  spread  involved  going 
long  July  corn/short  March  com  at  3 
cents  premium  July.  The  spread  did  very 
little,  but  it  did  reach  6  cents  premium 
July  on  occasion.  I  am  going  to  count  it  as 
a  no-entry  position. 

In  the  Feb.  6  issue  I  recommended 
going  long  May  silver  at  around  $5.05 
per  ounce.  It  reached  $5.43  before  col- 
lapsing. I  assumed  that  at  least  a  28-cent 
profit  ($1,400)  was  realized  on  the  trade. 

In  the  Feb.  20  issue  I  took  a  look  at 
coffee  and  it  turned  out  to  be  rewarding 
indeed.  The  bull  spread  I  suggested  of 
long  May/short  December  moved  from 
30  cents  premium  May  to  over  48  cents 
in  late  April.  This  trade  alone  produced  a 
porfit  of  $5,625  per  spread. 

Ah,  when  you're  hot,  you  re  hot!  In 
the  very  next  issue  (Mar.  6)  I  thought  a 
long  position  in  May  bean  oil  looked 
good  and  entry  below  21.5  cents  per 
pound  could  easily  have  been  accom- 
plished. The  rally  carried  oil  all  the  way 
to  28.65  cents,  but  I  took  credit  for  an 
exit  at  27.5  cents  for  a  profit  of  $3,600 
per  contract. 

Commodity  traders  should  have 
skipped  my  Mar.  20  column.  That  was 
the  one  about  the  cattle,  hogs  and  drum- 
mers. It  cost  you  $600,  if  you  followed 
my  advice  then. 

On  Apr.  3  I  suggested  a  short  position 
in  July  cotton  above  .58  cents  per  pound. 
By  the  time  you  received  the  magazine 
the  trade  could  have  been  done  at  59 
cents.  The  selloff  dropped  cotton  about 
2.5  cents  before  the  current  rally  com- 
menced. I  assumed  that  traders  were 
stopped  out  at  57.5  cents,  for  a  $750 
profit  per  trade.  The  spread  of  long 
March/short  December  cotton  never 
progressed  much  in  either  direction. 

In  the  May  1  issue  I  suggested  a  long 
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position  in  September  commercial  pape 
below  7.98%  with  a  risk  of  40  points.  Th 
trade  could  have  been  entered,  but  it  ha 
done  little  since  then  (although  the  con 
tract  has  risen  a  few  points),  so  I  did  n< 
count  it  as  profitable.  I  treated  the  rec 
ommended  spread  of  long  June  79/shoi 
March  79  commercial  paper  at  25  point 
or  less  also  as  a  no  entry.  Those  months 
it  turns  out,  are  way  tcx>  thin  to  spreai 
successfully. 

In  my  May  15  column  I  turned  m 
attention  to  beans,  where  I  recommend 
ed  a  long  August/short  July  position  at  1 
cents  premium  July.  By  the  time  thi 
magazine  reached  the  readers  the  spreai 
was  bouncing  around  between  25  and  3 
cents — an  unprecedented  premium  fc 
July.  It  collapsed  by  early  June  to  ■ 
cents.  I  took  credit  for  a  20-cent  (assum 
ing  entry  at  24  cents  premium  July)  prol 
it,  or  $1,000  per  spread.  The  long  Jan 
uary/short  November  bean  spread  wit 
January  at  a  4-cent  premium  has  esser 
tially  done  very  little  and  I  elected  t 
count  it  as  a  wash. 

The  wheat  versus  corn  spread  usin 
December  contracts  has  done  nothin 
yet  worth  noting. 

However,  several  days  after  you  re 
ceived  the  June  26  issue  in  which  I  rec 
ommended  a  long  August/short  Febrt 
an  belly  spread,  the  August  contrac 
rallied  strongly  relative  to  February 
moving  from  a  200-point  discount  to 
100-point  premium.  This  rally  nette 
$1,000  per  spread  for  gutsy  traders  wh 
believed  in  history  rather  than  in  Merri 
Lynch.  Note  that  the  February  bell 
contract  is  38,000  pounds  in  compariso 
with  the  August  contract's  36,00 
pounds,  which  makes  you  a  little  mor 
short  than  long  in  each  spread. 

Even  if  you  missed  the  single  mo? 
profitable  trade  (the  coffee  spread)  yo 
would  have  still  realized  a  net  profit  ove 
$7,900.  All  in  all,  I  consider  the  past  si 
months  of  recommendations  my  bes 
yet.  Prudent  speculators,  however 
would  not  bet  that  the  next  six  month 
w  ill  be  as  good.  ■ 
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TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 

And  the  best  place  for  that  is  TIME. 

There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded, 


Money  And  Investments 


DON'T  ASK  YOUR 
SAVINGS  ACCOUNT 
FOR  TAX-FREE  INCOME. 

ASK  US. 


Keep  enough  money  in  your  savings  account 
to  cover  emergencies.. .but  i  f  you  have  surplus 
savings  make  part  of  it  work  harder  for  you. 

The  Rowe  Price  Tax-Free  Income  Fund 
invests  in  municipal  twnds  and  offers  you: 

•  Tax-Free  Income— no  income  tax  for  the  IRS*. 

•  No-Load— no  sales  charge  or  redemption  fee. 

•  Immediate  Liquidity— by  telephone  or 
writing  a  check. 

•  Low  Minimum— as  little  as  $1,000  can  shirt 
you  receiving  tax-free  income. 

•  Easy— just  send  in  the  coupon  or  call  Toll  Free 
1-800-638-1527.  If  busy,  or  in  Maryland,  call 
301-547-2136. 


ROWE  PRICE  TAX-FREE 
INCOME  FUND,  INC. 

100  E.  Pratt  Street.  Baltimore.  Maryland  21202 
Name  


City_ 


_  State _ 


_Zip_ 


For  more  complete  information,  including  management  fee  and 
other  charges  and  expenses,  obtain  a  prospect  us  Read  it 
carefully  before  yoii  invest  or  send  money.  "Income  may  be 
subject  to  state  and  local  taxes. 


Help  keep 
our  forest 

from 
smoking. 


Use  your 
ashtray. 


Don't  be  careless 
with  the  future. 


A  Public  Service  of  This  Magazine 
&.  The  Advertising  Council 


How  To 
Own  Gold 

By  John  Train 


I    irst,  how  do  you  buy  it? 

Within  the  U.S.,  one  can  buy  gold 
from  a  bank  or  a  dealer  in  a  place  where 
there's  no  sales  tax — paying,  for  ingots, 
no  more  than  1%  over  the  London  price. 
Alternatively,  Republic  National  Bank  of 
New  York,  452  Fifth  Avenue,  New  York 
will  sell  gold  at  about  1%  over  the  Lon- 
don price  and  ship  it  out  of  state,  with  no 
New  York  tax  payable.  Consult  Mr.  Fred 
Bogart  there. 

Then,  where  should  one  keep  it?  Your 
safe-deposit  box  in  your  local  bank  is 
usually  best.  Have  some  documentation 
in  the  box  to  show  the  Internal  Revenue 
Service  where  the  money  came  from  to 
buy  the  gold.  A  custody  account  in  your 
bank  is  slightly  more  convenient,  but  is 
also  more  expensive. 

For  larger  amounts  there  may  be  a 
better  answer.  One  of  gold's  special  mer- 
its is  as  the  recognized  financial  reserve 
of  last  resort:  In  times  of  disaster,  when 
all  else  crumbles,  you  can  still  exchange 
it  for  food,  shelter  or  services. 

If  one  decides  to  own  gold  as  an  in- 
vestment, one  might  as  well  take  advan- 
tage of  this  disaster-reserve  characteris- 
tic as  well.  That  would  imply  an  addi- 
tional step:  not  only  having  a  cache  of 
gold  coins  close  at  hand  in  case  of  local 
emergencies,  but  also  keeping  a  substan- 
tial part  of  one's  holding  in  another  place 
altogether. 

The  U.S.  may  well  embargo  the  ex- 
port of  liquid  assets  in  the  future,  or 
indeed  once  again  forbid  the  purchase  of 
gold  by  its  citizens.  If  you  already  have 
some  outside,  you  may  be  better  off. 
Thus,  just  as  a  European  should  logically 
have  some  gold  in  North  America,  an 
American  should  have  some  abroad. 

For  this  purpose,  Canada  is  accept- 
able, but  Switzerland  is  probably  the 
best  bet.  The  country  practically  exists  to 
hold  the  assets  of  foreigners — it's  a  kind 
of  hotel  for  capital.  And  it's  cheaper  to 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 
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buy  and  sell  gold  (unlike  stocks)  in  S 
zerland  than  here. 

At  the  moment,  a  custody  account 
Swiss  bank  (which  costs  one-eighth  ol 
of  the  value  per  annum)  seems  satii 
tory.  Sooner  or  later,  though,  Suit 
land  will  change,  just  as  Urugua\ 
the  "Switzerland  of  South  America ") 
or  Nassau,  Lisbon  or  Beirut.  Everyt! 
changes.  Sooner  or  later  gold  helc 
custody  in  the  name  of  Swiss  banks 
foreigners  may  be  subject  to  rest 
tions — as  is  already  true  for  Swiss  fi 
deposits  (but  not  if  the  money  is 
box) — and  purchase  of  Swiss  shares. 

So  a  custody  account  is  slightly 
desirable  than  direct  physical  pos 
sion.  It's  also  more  expensive,  for  nt 
than  $20,000  worth  or  so  of  gold. 

The  best  way,  therefore,  to  hoi 
considerable  amount  of  gold  that  is  i 
sidered  as  a  last-ditch  reserve  is  probl 
to  rent  a  box  at  a  Swiss  bank  ($25  to  Si 
year  or  so)  and  put  the  gold  in  it 
substantial  amounts  are  involved, 
should  make  an  arrangement  with  a  1 
lawyer  under  which  someone  can  ac 
an  emergency  or  in  case  of  death. 

This  whole  arrangement  should  be 
pervious  to  possible  future  regula 
governing  Swiss  banks  holdings  of  j 
for  foreigners  in  custody  accounts. 

Furthermore — unlike  securities  wli 
there  are  dividends  to  collect,  right 
exercise  and  the  like — with  gold  not! 
happens,  so  the  administrative  ad' 
tage  of  a  custody  account  over  a  s 
deposit  box  is  nil.  (Be  sure  to  have 
box  in  your  own  name,  not  an  assui 
one,  because  if  you  die,  the  contJ 
may  be  irrecoverable.) 

As  to  which  Swiss  bank,  they  all 
about  the  same,  so  the  only  consil 
ation  is  service  and  soundness.  For  rj 
Americans,  Ceneva  is  a  bit  more  col 
nient  than  Zurich,  and  a  substantial, 
quiet  private  bank  is  usually  pleasaj 
than  one  of  the  big  publicly  owned  ba 
on  the  one  hand  or  some  minor  es 
lishment  on  the  other.  Among  the 
Geneva  private  banks,  one  seems 
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ncial  Strategy 


l  out  at  the  moment  as  having  a 
ous  intend  in  U.S.  retail  business 
t  of  them  don't)  in  addition  to  enjoy- 
.  high  standing  tor  soundness  ot  pro- 
malism:  Lombard  Odier,  in  the  Rue 
i  Corraterie.  One  can  write  in  En- 

tor  information  to  Monsieur  Albert 
er  or  Monsieur  Kurt  Wacker  then-. 
I  won't  open  numbered  accounts  for 
Hgans,  so  don't  propose  that  idea.) 

to  what  form  the  gold  should  be  in, 
wo  best  ehoiees  are  ingots  or  Kru- 
mds   Coins  other  than  the  Kruger- 

tend  to  sell  at  higher  premiums 
their  bullion  value  than  the  Kruger- 

does  (which  puts  you  in  the  numis- 

■  guessing  business  and  makes  you 

■  vulnerable  to  loss  in  case  you  buy  a 
terfeit)  or  else  are  less  widely  ac- 
?d  than  the  Krugerrand. 

^ots  are  typically  sold  on  a  net  basis 
the  Swiss  bank  making  a  bid/asked 


.  The  best  way  to  hold  a 
isiderable  amount  of 
d  is  probably  to  rent  a 
:  at  a  Swiss  bank. .  .  " 


id  of  about  $1  an  ounce,  or  three 
hs  of  1%.  They  are  stamped  and 
bered  by  the  refiner,  and  come  with 
spondingly  numbered  certificates, 
which  you  sell  them.  It  you  lose  the 
pate,  there's  a  small  assay  charge. 
Bgerrands  weigh  slightly  more  than 
Lince.  but  contain  exactly  one  troy 
|  of  fine  gold.  They  are  sold  at  a 

premium  over  bullion  value,  usu- 
3%  to  5%,  They  come  in  plastic 
er-proof  packets  (in  which  ingots 
ilso  be  bought),  and  if  left  in  the 
?ts  continue  to  sell  at  a  premium.  If 
pUgerrands  have  even  the  slightest 

of  use  that  can  be  detected  under 
werful  glass — you  lose  the  premi- 
This  will  probably  happen  if  they 
aken  out  of  the  packet,  since  they 

0  soft. 

•identalK ,  a  significant  percentage 

1  gold  coins  an-  counterfeit,  and 
terfeit  ingots  are  not  unusual,  in- 
rig  lake  stamping  and  fake  docu- 
s.  You  must  know  your  seller 

veral  "gold  funds  have  been  floated 
itly  by  U.S.  firms  They  are  unat- 
jve  for  the  substantial  investor 
fus  Gold  Deposits,  for  instance, 
;es  about  600%  more  than  a  Swiss 
for  buying,  selling  and  for  custody, 
ild  has  a  cycle:  It  often  tends  to  be 
I  between  March  and  June  and 
between  September  and  Novem- 
Buv  it  when  it  s  out  of  favor.  ■ 


"IVe  stopped  listening  to  brokers* 
But  I  still  need  advice  " 


It  that  s  you,  here's  an  alternative  many  of  our  customers  have 
found  profitable.  Use  an  investment  adviser  for  your  advice  and 
Source  for  your  brokerage. 

This  combination,  with  the  adviser  s  flat  fee  and  our  low  com- 
missions, could  not  only  cost  you  less,  it  could  significantly  improve 
your  portfolio's  performance.  Consider  the  potential  benefits: 

•  More  objective  investment  advice 

•  Less  portfolio  turnover 

•  Better  trade  executing 

•  Better  custody  service 
To  help  you  finci  an  adviser  who  suits  your 

needs,  we  are  offering  a  tirst-of-its-kind  directory 
of  the  over  4,000  SEC-registered  investment 
advisers  in  the  United  States  and  overseas. 

This  100-page  Dircc-  f~  ~~~~ 
tory  lists  each  adviser  by   i  Sourcc  1A  Directory- 


state  and  tells  you  how 
to  obtain  a  copy  of  an 
adviser's  public  file  from 
the  SEC.  The  Directory 
costs  $1.00  and  can  be 
obtained  with  the 
coupon  to  the  right. 

You  can  get  a 
brochure  on  Source  and 
a  new  account  applica- 
tion, without  charge, 
by  sending  the  coupon 
or  calling  toll  free  at 
800-221-5338  or  in 
New  York  State  collect  at 
212-269-9127 


Box  1049 

Wall  St.  Station,  N.Y.,  N.Y.  10005 

I  1  Enclosed  is  $1  00  Please  send  me  your  Directory 
of  SEC  Registered  Investment  Advisers  (Source 
brochure  and  new  account  application  included  ) 

\    1  Please  send  me  a  Source  brochure  and  new 


I 
I 
I 
I 
I 
I 
I 
I 
I 

I  City. 
I 
i 


Directory  of 
SEC  Registered 
Investment 
Advisers 


account  application  without  charge 


Name. 


Address- 


State- 


Bus  Tel  I. 


j  Home  Tel  ( . 
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The  broker  for  experienced  investors 

Securities  in  each  account  protected  to  $300,000 
Member  New  York  Stock  Exchange,  NASD,  SIPC 
Complete  execution  and  custodial  services.  Stocks,  stock  options  and  bonds 


We're 
Fighting  for 

Your  Life 


Please  give  generously 
American  Heart  Association 


MERGER  PARTNER 
WANTED 

Our  non-operating  company  has 
substantial  cash,  a  tax  loss,  700 
shareholders  and  a  NASDAQ  stock 
listing.  We  are  seeking  to  acquire 
or  to  merge  with  an  operating 
company. 

Please  write  or  call  to  exchange 
complete  details  on  our  company 
and  yours.  Brokers  protected. 

Paul  0.  Koether,  President 
Hydrophilics  International,  Inc. 
Pennbrook  Road  Fat  Hills,  New  Jersey  07931 
(201 )  766  6626 
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A  Fable  For  Our  Times 

By  Martin  T.  Sosnoff 

".  .  .  By  early  1976  the  wolf  had  departed 
from  Reliance's  doorstep.  .  .  " 


O  n  a  Friday  early  this  June  Wall 
Street  fell  in  love  with  a  conglomerate  it 
had  learned  to  hate.  The  market  topped 
out  early  in  1969  for  Leasco  and  its  ilk, 
and  until  1976  it  was  like  Manhattan's 
Fulton  Street  fish  market  at  8  a.m.:  smell- 
ing of  flounder  that  didn't  sell.  The  ice 
had  melted  for  Reliance  Group  even  be- 
fore it  changed  its  name  from  Leasco.  Too 
many  accountants  and  analysts  had  ze- 
roed in  on  the  risks  of  computer  leasing. 

Saul  Steinberg,  the  head  man  at  Reli- 
ance, has  always  made  good  copy — too 
good.  When  he  eyed  Chemical  Bank — at 
no  more  than  29  years  old — the  Wash- 
ington establishment  clucked  that  that 
was  a  no-no;  if  Steinberg  wanted  his 
bank  lines  intact,  he  should  back  off.  Our 
young  hero  was  kicked  around  like  Nix- 
on— by  Forbes,  among  others. 

Securities  analysts  are  timid  beasts. 
They  hate  to  analyze  anything  controver- 
sial and  wouldn't  go  within  miles  of 
Steinberg's  offices  for  years.  Although 
Leasco  acquired  Reliance,  an  oldline  fire 
and  casualty  insurer  with  a  billion-dollar 
asset  base  (now  nearing  $2  billion),  a 
person  could  squint  in  vain  for  coverage. 
Analysts  wouldn't  even  put  Reliance  in 
their  statistical  tables. 

You  would  think  Steinberg  would 
have  sulked  in  his  tent  like  Achilles  wait- 
ing for  Ulysses  to  coax  him  out  to  fight 
the  Trojans  in  a  new  suit  of  shining  ar- 
mor. Not  so.  As  Wall  Street  fell  asleep 
hating  him,  Steinberg  kept  busy  shrink- 
ing his  capitalization  from  16  million 
shares  to  a  7-milIion-share  equivalent.  At 
the  bottom  of  the  market  in  late  1974, 
Reliance  had  withered  away  to  $4  a 
share.  There  were  computer  writeoffs, 
the  insurance  stock  portfolio  belched 
losses  and  the  top-heavy  capitalization 
ached,  red-dogged  by  spiraling  interest 
costs  tied  to  a  prime  rate  that  moved  into 
double  digits.  Steinberg,  a  little  pale 
about  the  gills,  passed  preferred  stock 

Martin  T.  Sosnoff  is  chairman  of  Atalanta 
Capital  Corp.,  New  York,  and  the  author  of 
Humble  on  Wall  Street. 


dividends,  pared  his  stock  portfolio  and 
learned  operations — a  big  bonus.  Most 
conglomerators  hardly  ever  get  beyond 
the  conceptualization  stage. 

By  early  1976  the  wolf  had  departed 
from  Reliance's  doorstep.  Computers 
were  leased  in  a  second  go-around  and 
the  insurance  cycle  fell  off  the  30-year 
charts  on  loss  experience.  Most  of  the 
industry  realized  how  costly  competitive 
pricing  of  similar  products  could  be. 

In  Steinberg's  unconscious  a  dream  of 
shrinking  the  capitalization  to  perhaps  3 
million  shares  took  shape.  (If  Wall  Street 
wouldn't  come  to  him,  Steinberg  woidd 
turn  his  back.)  Reliance  might  become 
Steinberg's  personal  holding  company. 
Let  it  sell  at  50%  of  book  value,  it  would 
be  a  private  hunting  preserve. 

Now  a  new  class  of  shareholders  is 
attracted  to  Steinberg.  Anyone  who, 
early  in  1976,  took  the  trouble  to  con- 
strue the  numbers  found  the  arithmetic 
of  the  situation  enormous.  At  that  time 
the  stock  appeared  to  be  selling  at  one 
times  1977  earnings,  and  it  worked  out 
that  way.  Can  you  buy  a  Chinese  laun- 
dry for  one  times  earnings?  Very  indi- 
vidualistic people  suddenly  wanted  to 
own  500,000  or  a  million  shares:  Laur- 
ence Tisch  of  Loews,  Carl  Lindner  of 
American  Financial,  even  Martin  Sos- 
noff s  Atalanta  Capital  Corp.  (After  all, 
I  have  no  committees  to  report  to.)  Ev- 
eryone shook  their  heads. 

There  was  zero  investment  coverage 
of  Reliance  all  through  1976  and  1977 — 
but  its  paper  slithered  up  from  a  single 
digit  well  into  the  20s.  For  1976  and 
1977  it  is  one  of  the  best-acting  stocks  on 
the  New  York  Stock  Exchange. 

The  problem  to  be  faced  in  June  was 
the  expiration  of  more  than  6  million 
warrants  exercisable  at  $32  and  change. 
A  computer  simulation  study  proves  con- 
clusively that  the  probability  of  more 
than  a  million  shares  of  dilution  is  quite 
low.  Then  the  market  sprints  100  points 
in  April  without  even  a  starter's  gun. 
Reliance  moves  to  the  low  30s  and  the 
arbitrageurs  smack  their  lips.  The  pro- 


spective shorting  of  the  stock  against 
warrants  creates  a  tremendous  supply, 
and  suddenly  everyone  wants  to  own 
Reliance.  The  stock  hits  the  most-active 
list.  Nearly  1  million  shares  trade  on  tin- 
last  day  for  warrants  and  almost  6  million 
warrants  are  in  fact  exercised.  What 
going  on  here?  Why  are  stocks  like  Tele- 
dyne,  Studebaker  and  Reliance  going 
through  the  roof  while  Procter  &  Gam- 
ble and  IBM  are  treading  water?  During 
the  Sixties  all  Wall  Street  and  its  money 
managers  could  talk  about  was  the  up- 
ward revolution  of  price/earnings  ratios. 
How  else  could  you  explain  Avon  Prod- 
ucts and  Polaroid  at  50  times  earnings? 
During  the  Seventies  anyone  who  dared 
suggest  that  Teledyne  or  even  poor  Reli- 
ance could  merit  revised  multiples 
would  be  laughed  out  of  the  business. 

In  REL,  TDY,  SKW,  et  al,  it  is  a  pure 
money  manager's  play,  but  it  is  also  a 
case  of  sheep  following  sheep.  One  or 
two  respectable  institutions  finall) 
bought  these  stocks  aggressively,  then 
started  to  talk  them  up  at  the  cigar- 
studded  dinners  that  brokers  convene 
for  their  institutional  clientele.  Because 
these  stocks  have  yet  to  reach  an  averag< 
market  multiple,  there  is  still  room  be- 
fore they  top  out  at  seven  or  eight  tin  a  s 
earnings.  Would  you  rather  own  steels 
and  coppers,  or  a  shiny,  sleek  leopard 
like  Teledyne  or  Reliance  that  is  flush 
with  cash  and  w7ants  to  sever  the  jugular 
of  anything  that  walks  in  the  jungle? 

So  the  ball  game  has  changed  for  the  kid. 
Unlike  Mickey  Mantle,  Saul  Steinbera 
cannot  retire  his  number  in  the  late  30s 
and  go  private.  They  crammed  a  fat  cap- 
italization down  your  throat,  Saul — a  cou- 
ple of  hundred  million  dollars  in  cash — 
and  they  should  award  you  a  higher  pri- 
ce/earnings ratio.  The  establishment  kills 
you  by  muscling  you  into  the  club. 

The  lesson  is  simple.  When  you  own 
something  at  three  times  earnings  and 
the  earnings  are  going  up  and  the  bal- 
ance sheet  improving,  it  is  difficult  tc 
lose  money.  Even  the  billion-dollai 
money  pools  have  learned  that.  ■ 
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FORBES 
23rd  Annual 
Mutual  Funds  Issue 


An  insightful  guide  for  astute  investors,  the 
Annual  Mutual  Funds  Issue  spotlights  those 
funds  which  are  outperforming  the  averages  and 
earning  their  fees.  A  detailed,  statistical  analysis 
is  provided  to  measure  both  the  long-term  and 
short-term  performances  of  more  than  500  differ- 
ent mutual  funds.  A  special  analysis  of  new  funds 
is  also  included. 

A  reader  service  card  will  be  available  to  all 
advertisers  in  the  issue. 

Closing  dates: 

Black  and  White:  July  24 

Four-Color:  July  17 


Forbes  classified 


July  10,  1S 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$17.35.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $242.90.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$17.00.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $476.00.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7725 


BUSINESS  CONNECTIONS 


REAL  ESTATE 


YACHTS  &  BOATS 


J  LUXURY 
J  A  SAILING 
A  fll  KETCH 

St  A  70'6"  Auxiliary 

flMB  Sailing  Ketch. 

Built  in  Holland 
^gg  1972  steel  and 

^^^^^      teak  construc- 
tion to  highest  specs.  Diesel 
power  and  a  long  list  of 
equipment.  Proven  ocean 
traveler  with  5  Trans-Atlantic 
and  one  Trans-Pacific  cruise 
to  her  credit.  In  1976  she  was 
refitted  prior  to  her  Pacific 
cruise.  She  is  now  offered  for 
sale  at  a  fraction  of  new  con- 
struction. For  complete  speci- 
fication, write  Box  A135 
Forbes,  60  Fifth  Avenue, 
New  York,  NY  10011 


EXECUTIVE  EDUCATION 

OFF-CAMPUS  DEGREE  PROGRAMS 
BACHELOR'S,  MASTER'S 
DOCTOR'S 

No  classroom  attendance.  For  peo- 
ple   who    cannot    meet  on-campus 
classroom    requirements.    Credit  for 
college  related  life  experience  learn- 
ing.  Write  or  call  for  Catalog  and 
details.  Off-Campus  Registrar, 
KENSINGTON  UNIVERSITY 
Box  2036    Dept.  709 
512  E.  Wilson  Ave. 
Glendale.  Cal.  91209 
Tel.  213,  245-7224 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 

SUCCESSFUL  MANUFACTURERS' 
REPS  worldwide  read  our  weekly  bul- 
letins listing  firms  looking  for  repre- 
sentatives, their  product  lines,  and 
territories  available.  Weekly  News- 
letter keeps  both  reps  and  principals 
informed.  Many  other  services.  De- 
tails: United  Association  Manufac- 
turers' Representatives,  Dept.  9,  808 
Broadway,  Kansas  City,  MO  64105. 


COLLEGE  DEGRESS  BY  MAIL 

Bachelors,  masters,  doctorates. 
Legal,  inexpensive,  fast. 
Free  details. 
DR.  JOHN  BEAR, 
2150  Franklin  Street,  Dept.  62323 
Oakland.  California  94612 


RECOGNIZED  COLLEGE  DEGREES! 

You  may  be  closer  to  earning  your 
B.A.,  M.A.,  or  Ph.D.  than  you  realize. 
Receive  credit  for  work  experience, 
mil.  svc.  seminars,  indep.  study,  and 
previous  academic  trng.  Can  be  com- 
pleted from  home  or  office.  No  class- 
room attendance  req'd.  For  FREE 
Info,  call  or  write  American  Interna- 
tional University  Dept.  FOR  BF. 
Ste  595.  150  S.  Los  Robles  Ave. 
Pasadena,  CA  91 101 


FORBES: 
CAPITALIST 
TOOL 


ARAB  BUSINESSMEN 
HAVE  MONEY 
TO  BUY  &  INVEST 

Top  Finders  Fees  Paid 
Finders  Inquiry  Invited 
Write:  Box  A 1 34  Forbes 
60  Fifth  Avenue 

New  York,  NY  1001 1 


INVESTMENT  NEWSLETTER 

Stay  in  the  channel  and  away  from 
the  reefs  and  shoals  of  this  stock 
market.  Let  the  Wall  Street  Navigator 
plot  your  course.  Our  eight-page 
weekly  newsletter  discusses  all  perti- 
nent factors,  fundamental  and  tech- 
nical. For  a  four  week  trial  subscrip- 
tion, send  $1.00  to: 

STOCK  MARKET  APPRAISAL  INC. 

P.O.  Box  355,  Stapleton  Station 
Staten  Island.  New  York  10304 


AUTOMOBILES 


78  Cadillacs  Cost  Less 
In  Detroit 

Palgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  (J  S  A 
Buy  your  new  1978  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  6r  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  G  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 
Phone  (313)875-0300 


SAVE  $$$$  ON  NEW  '78/'79  CARS 

Our  Detroit  connection  allows 
you  to  buy  at  Detroit  prices, 
and  save  on  freight  too! 
Full  factory  warranty. 
Send  make  &  model  to: 
BONDED  BROKERS.  2547-S  Monroe 
Blvd.,  Dearborn.  Michigan  48124. 
Phone  (313)  565-5577. 
Specializing  in  Lincoln-Mercury,  Ford 
and  other  "Big  3"  makes. 

POSITIONS  WANTED 

SCIENTIFIC  TRANSLATOR 

in  27  languages  seeks  permanent  em- 
ployment with  multinational  firm. 
Skilled  in  scientific,  technical,  military 
and  commercial  terminology.  Will  re- 
locate anywhere. 

Write  Box  A 138  Forbes 
60  Fifth  Ave..  New  York,  NY  10011 

NIGERIAN 
REPRESENTATIVE 

A  Nigerian  with  an  economics  degree 
and  an  MBA  from  Harvard  seeks  suit- 
able position  with  a  company  that  al- 
ready has  a  corporate  presence  in 
Nigeria  or  intends  to  do  so  in  the  near 
future.  Interested  parties  please  write 
P.O.  BOX  317,  Oshodi 
Lagos  State,  Nigeria 

ART  &  ANTIQUES 

COLLECTORS  SERIES  " 
PRINTS  &  LrTHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,   autos,    ships,   railroad  & 
American   scenes.    Indians,  wildlife, 
&  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 
Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 


NEVADA  CATTLE  RANCH 

Now  available  169,000  acres,  com 
with  all  machinery.  3400  head 
with  calves,  good  bldgs,  5000 
river  irrigated  pasture  &  hay 
$18,000,000  calf  contract  ava.lable 
this  for  $7,500,000.  29<7,  down. 
MONTANA-CALIFORNIA  CO 
1361  Park  St  •  Alameda.  CA  94l 
(415)  521-0546 


REAL  ESTATE  WANTEI 


LAND  WANTED 

Ranch/Recreation  typ 

Minimum  10,000  deeded  acre 
Size  unlimited. 
Cash  purchase  or  terms  to 
accommodate  seller. 
Box  A 136  Forbes, 
60  Fifth  Ave.,  N.Y.,  N.Y.  1001 


CAPITAL  &  INVESTMEh 
OPPORTUNITIES 


$17  ENTRY  .  .  .  $200,000  RETT. 

A  $17.00  tax-deductible  filing  f 
non-competitive  public  drawing 
oil  and  gas  leases  by  the  Federal 
ernment  could  return  $200,000 
Free  details. 
AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 


8.75^  ONE  OR  TWO  YEAS 
8.25%  SIX  MONTHS 

CERTIFICATES  OF  DEPOS 
$100,000.00  minimum 
unusual  loan  demand  at 
THE  FIRST  NATIONAL  BA: 

Est.  1907.  Member  FDIC 
Box  912,  Greybull,  WY  8242 
Phone  (307)  765-4437 


MONEY  TO  LOAN 


LOANS  BY  MAIL  TO  EXE 
$15,000 — SIGNATURE  ONLY 

Immediate  service.  Up  to  $1 
Plain-envelope  correspondence 
privacy  respected.  No  inter 
Reasonable  rates.  No  penalty  foi 
repayment.  Flexible  terms.  Ir 
tax  deductible.  For  confident! 
formation,  write  C.E.  Wilson 
Postal  Executive  Financial  Sei 
Inc.,  Dept.  0106,  14201  E.  4th 
P.O.  Box  39F,  Denver,  Co.  802 


INVESTMENT  ADVISOF 
SERVICE 


BUY  BELLIES  OR  SELL  SIL 

Make  MOD  3  decide.  One  PO' 
COMPUTER  Trading  System  fo 
Commodities.  Money  back  G 
teed.  NEW.  Simple.  For  begin 
mature  trader.  Compact — Conv 
— Quick.  Superb  Trading  Recor 
what  MOD  3  can  do  for  you, 
(no  obligations):  LOBORATC 
Ltd..  22  Lester,  St.  John's,  CAJ* 
41E2P7 
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REAL  ESTATE 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

BUSINESS  OPPORTUNITIES 

,  I  HOUSE  «) 
HUNTING  f 

...  or  selling 

1  out  how  fast  and  easy  it  really 
be!  Write  for  our  FREE  booklet  - 
KING  THE  HASSLE  OUT  OF 
JSE  HUNTING  ...  and  how  to  sell 
r  home  for  the  right  price  fast.' 

No  obligation 
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OF 
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SB&  RELOCATING? 

CALL  TOLL  FREE  FOR  RELOCATION 
ASSISTANCE  ANYWHERE! 

800-325-3777 

-     .In  M.ssou'i  call  314/389-nn 

a  mmgL&      P  O  Box  5780F 
SQICy  V9A  St   Louis,  MO  63121  ■ 


EACH  HOUSE  FOR  SALE 
MAZATLAN,  MEXICO 

itiful  beach  house,  in  a  Co- 
t  Palm  grove,  with  tiled  swim- 
pool  and  guest  house  with 
bedrooms  and  two  baths.  All 
ruction  reinforced  concrete, 
ted  on  25,000  sq.  meters  of 
with  115  meters  beach  fron- 
This  property  has  great  fu- 
commercial  value  for  hotel, 
ps  or  beach  club,  located  in 
itlan,  Mexico.  Priced  at 
000.00  U.S.  dollars.  Write 
Irene  Dudlev,  900  N.E.  Loop 
San  Antonio,  Texas  78209 


FREE  CATALOG 

ee  1978  Catalog  describes  and 
s  more  than  2,500  farms,  ranch- 
eages,  recreational  properties, 
ses,  town  and  country  homes 
'states  coast  to   coast!  Please 

type  and  location  preferred. 
NITED  FARM  AGENCY 
612-Y  W.  47th 

Kansas  City.  MO  64112 


FOR  SALE 
18,900  ACRE  FARM 
:■  IN  TEXAS,  U.S.A. 

■tely  developed,  and  irrigated, 
jiack  from  strong  seller  or  farm 
I  ment  program  available.  Brok- 
;:icipation  invited.  $13,000,000 
ft:  Mike  Justice  &  Associates 

1,  Dalhart,  Texas,  U.S.A.  79022 
le:  (806)  249-4000  or  249-2122 


iND  FOR  INVESTMENT — 
ACE  HORSES,  CATTLE 
OR  DEVELOPMENT 

I)  3,000  acre  tracts  (all  join) 
)  miles  north  of  Ocala  in 
Horse  area  on  U.S.  301/441 
i  John's  River  18  miles  East  of 
.ndo,  9,000,  17,000  &  12,000 
I  acre  tracts  (all  join) 
liracts  owned  by  same  owner 
over  30  years 

RRIS  CO.  P.O.  Box  1088 
"ALA,  FLORIDA  32670 
(904)  622-7151 


|STERN  CATTLE  RANCH 

f  A.  deeded.  10,000  cow  units 
tOO  yearlings  or  combination 
If/yearling  operation.  One  of  the 
jhe  West.  Priced  at  $10,000,000. 
lis  only.  Bank  references  re- 
Robison  Realty,  Inc.,  3653 
lacker  St.,  Boise,  Idaho  83705 

f/345-3163  Bill  Knipe.  Broker. 


Picnic  Basket 

l   Fast  Food  Restaurants  


4 FRANCHISES 

Hamburgers,  Fried  Chicken, 
Mexican  Food,  Ice  Cream  and 
Pies.  Applications  now  being 
taken  for  County,  State  and 
Individual  franchises. 

$20,000  — $100,000 

CASH  INVESTMENT  REQUIRED 

We  feature  sit-down,  take  out 
&  drive  thru  service.  Join 
forces  with  one  of  America's 
newest  fast  food  concepts. 
We  provide  complete  training 
and  assistance.  If  you  feel  you 
qualify 

CALL  TOLL  FREE 

1-800-257-7734 

N.J.  res.  call  (609)  228-4040 


START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

Start  with  GIFTIME'S  fabulous  col- 
or catalog  of  giftware  &  novelty  items 
all  dropshipped  for  you.  No  packing 
or  shipping.  Unique  Bonus  Plan  stim- 
ulates orders.  Free  catalog  &  details 
from  GIFTIME,  Inc. 
Dept.  FB,  4700  Wissahickon  Ave. 
Philadelphia,  PA  19144 
(2I5)  842-1400 


INDUSTRIAL 
MANUFACTURING  LICENSE 

to  qualified  candidates  who  enjoy  the 
allure  of  Industrial  Manufacturing. 
We  offer  a  virtually  competition-free 
business  secured  by  machinery,  train- 
ing and  long-range  support.  Invest- 
ment of  $110,000  should  generate  sub- 
stantial annual  income.  Company  scru- 
tiny is  considerable. 

North  American  Carbide  Corp. 
Call  Mr.  Faircloth,  1-800-525-9496 


BIG  OIL  MONEY 

PLUS  TAX  BENEFITS 


HERS  DO  EVERY  MONTH  IN 
U  S  GOVERNMENT  OIL  LEASE 

$!■■*.  DRAWINGS.  IF  YOU  ARE  21 
AND  A  CITIZEN  YOU  CAN 
PARTICIPATE  EQUALLY 
WITH  MAJOR  OIL  COM- 
PANIES IN  THIS  LEGAL 
LOTTERY.  A  $25  TAX  DEDUCTIBLE 
FILING  FEE  CAN  RETURN  UP  TO 
$75,000  AND  MORE  IMMEDIATELY 
PLUS  A  POSSIBLE  FORTUNE  IN  FU- 
TURE INCOME.  WRITE  DEPT  FF  FOR 
FREE  INFORMATION. 

F.  MILLIGAN,  INC. 
600  MANHATTAN.  BOULDER.  CO  80303 


CONSULTING  BUSINESS:  How  To 

Start,  Operate,  Promote  Your  Own. 
Sell  Your  Advice.  Turn  Your  Know- 
How  Into  Dollars.  Free  details.  Ham- 
ilton Pub.  Co.,  Dept.  FB-21,  Box 
88043,  Indianapolis,  IN  46208. 
SEMINARS,  WORKSHOPS, 
COURSES:  How  to  Create,  Develop, 
Promote  Your  Own.  Complete  guide. 
SEND  NO  MONEY.  Write:  Seminars, 
Dept  901,  7158A  Knobwood,  Indianap- 
olis, IN  46260. 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP  Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$9500  cash  investment  required. 
If  you  qualify — 

CALL  TOLL  FREE  TODAY 
1-800-821-7700,  Ext.  323 

ZIP'Z 

A  DIV.  OF  I.Q.I.,  INC. 
4470  MONROE  ST.,  DEPT.  FB 
TOLEDO,  OHIO  43613 


FREE  INSIDER'S  REPORT  on 

How  to  Win  Valuable 
GOV'T  OIL  LEASES 


Learn  how  to  tilt  the  odds  for  win- J 
rung  valuable  Oil  and  Gas  Leases  in 
your  favor  in  U.S.  Gov't  Public  Lands 
Oil  Lottery.  Thousands  of  acres  award- 
ed each  month  in  oil-rich  Wyoming.  $10 
tax  deductible  entry  fee  could  bring 
fortune  in  upfront  cash  plus  bonanza 
in  future  income  from  royalties.  Unique 
system  combines  geology  and  statis- 
tics for  best  odds  and  parcels.  Multi- 
plies your  chances  to  win  up  to  100 
times  or  better.  FREE  REPORT  (with- 
out obligation)  to  U.S.  citizens,  21  and 
over.  Write  to:  Wyoming  Energy  Corp., 
Dept.  F0778,  663  Fifth  Ave.,  New  York, 
NY.  10022. 


Chase  REVEL  predicted  the 
BICyCle  craze  —2  years  before 
it  happened!  HE  ACCURATE- 
LY FORESAW  THE  TENNIS 
BOOM  18  months  before  it  oc- 
cured.  HE  WAS  THE  VERY 
FIRST  ONE  TO  RECOM- 
MEND INVESTING  IN  FRO- 
ZEN YOGURT  SHOPS.  In  the 
last  ten  years,  he's  been  right 
94.8 %.  CHASE  REVEL  HAS 
JUST  PREDICTED  THE  HOT- 
TEST NEW  BUSINESS  OP- 
PORTUNITIES FOR  1978.  For 
a  free  copy  of  his  predictions 
send  to  INTERNATIONAL 
ENTREPRENEURS  ASSOCIA- 
TION. Research  Services  Divi- 
sion Desk  664,  631  Wilshire 
Blvd.,  Santa  Monica,  CA  90401. 


SMALL  BUSINESS  MONEY 

How  And  Where  To  Get  Capital.  $500 
to  $2  million  anywhere.  Helped  oth- 
ers. Send  no  money  —  free  details. 
Capital-6,  Kerrville,  Texas  78028. 

THE  LAZY  MAN'S  SECRET 

Free  Booklet  "990  Successful,  Little 
One-Man  Businesses,"  plus  start-up 
loans.  Work  home!  Small  Business  In- 
dex, Dept.  5,  Kerrville,  Texas  78028. 


One  out  of  every 
13  FORBES  subscribers 
is  a  millionaire 


MAKE  MONEY! 

Millions  of  tires  have  damaged  or  mis- 
matched whitewalls.  They  can  earn  you 
big  profits  with  our  equipment  and  you 
can  start  a  business  customizing  tires. 
You  charge  $3  50  per  stripe  per  tire 
which  can  mean  $14  or  more  for  a  set 
ot  4  tires.  Your  cost  is  only  20C  and 
takes  only  20  minutes.  You  can  easily 
average  10  cars  a  day.  at  $13  80  profit 
each  for  a  big  $138  00  daily  profit.  NO 
FRANCHISE  FEES  ROYALTIES.  OR 
OVERHEAD  TAX  BENEFITS  NO  EX- 
PERIENCE NEEDED.  We  provide  an  ex- 
pense-paid trip  to  Dallas,  Texas  for  full 
training  and  you  can  become  a  Tire 
Customizing  Specialist  or  distributor  in 
a  very  short  time. 

Distributor  $ 60,000 

"This  is  what  I  grossed  the  first  ninety 
days  '  —Bill  Smith.  San  Jose.  CA. 

Dealer  $5,400 

"I  grossed  this  amount  in  two  months,  part 
time."   —Brian  Stoneback.  Carrollton,  Texas 

Owner/Operator       $20  Hour 

"I  gross  this  operating  my  tire  customizing 
unit."— Dennis  DeStefano.  South  Orange,  N.J. 

•  Repair  Curb  Damage_ 

•  Wtiilewallmg 

•  Color  Stripes 

•  Lettering 


OTIRE  COSMOTOLOGY,  INC. 
10920  Indian  Trail.  Suite  201 
Dallas,  TX  75229  Dept  Fe778 
Call  Toll  Free  1-800-527-743B  for  tree  literature. 


Phone  No 
City  


-Zip- 


CARVEL 

ESTABLISHED  1934 
Inventors  of  the  patented 
Carvel  Ice  Cream  Machine 
and  originators  of  the  ice 
cream  licensing  industry 

SEEKS  SUBSTANTIAL 
INVESTORS  FOR  AREA  LICENSES 
IN  MAJOR  U.S.  MARKET 

NOW  EXPANDING  IN 

CALIFORNIA 

AND  OTHER  SUN-BELT  STATES 
MINIMUM 

$1,000,000 

INVESTMENT 
PRINCIPALS  ONLY 

REPLY  TO 

Box  A137  FORBES 
60  Fifth  Ave.,  NY,  NY  10011 


1978  FRANCHISE  ANNUAL 

Lists  1,200  Franchise  headquarters 
with  descriptions  of  business  and  in- 
itial investment  and  total  investment. 
COMPLETELY  UPDATED.  Also 
complete  "HOW  TO"  handbook 
about  what  you  should  know  when 
entering  franchise  agreement.  $9.95 
add  75f  postage.  ($2.00  1st  class). 
Money  Back  Guarantee. 

INFO  PRESS 
736F  Center  Street 
Lewiston,  NY  14092 
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The  Sayings  of 
Chairman  Malcolm 

THE  CAPITALIST'S  ANSWER  TO 
CHAIRMAN  MAO'S  LITTLE  RED  BOOK 

oooooooooooooooooooooooooooooooooooooooooooooo 

Wit,  pith  and  wisdom  have  made  outspoken  Capitalist 
Chairman  Malcolm  Forbes  one  of  our  most 
influential  individualists.  Every  other  week  in  his 
column,  this  insightful  multimillionaire  talks  to  almost 
two  million  regular  readers  of  the  enormously  successful 
magazine  that  bears  his  name,  Forbes. 
Here  in  one  small  volume  ( because  "brevity  is  the  font 
of  wisdom")  is  a  collection  of  Chairman  Malcolm's 
best  known  nuggets  —  5  30  of  them  —  appropriately 
bound  in  money  green.  A  few  samplings: 

•  The  ultimate  in  optimism:  Confidence  that  there  is  no  next  world. 

•  After  forty,  one's  face  begins  to  tell  more  than  one's  tongue. 

•  It's  more  fun  to  arrive  at  a  conclusion  than  to  justify  it. 

•  The  line  between  idiosyncrasy  and  idiocy  is  Money. 

•  //  all  maidens  stayed  maidens  there'd  be  nobody  left. 

•  Souls  are  not  for  walking  on. 

These  perceptive  thoughts  will  brighten  your  days, 
stimulate  your  mind,  lift  up  your  spirits  and  add  sparkle 
to  your  conversation  for  a  long  time  to  come. 
Chairman  Malcolm  will  be  more  read  than  Mao's 
Little  Red. 

THE  SAYINGS  OF  CHAIRMAN  MALCOLM 
The  Capitalist's  Handbook 

by  Malcolm  Forbes 

15.95 


M  Harper  &) Row 

LJ  1  10  E.  53rd  St.,  New  York  W02 


)RBES,  JULY  10,  1978 


123 


■T-i  I  on  the 

I  hOUghtS.  .  .  Business  of  Life 


Liberty  is  to  the  collective  body  what 
health  is  to  every  individual  body. 
Without  health,  no  pleasure  can  be 
tasted  by  man;  without  liberty,  no 
happiness  can  be  enjoyed  by  society. 
Lord  Bolingbhoke 


True  liberty  is  a  positive  force, 
regulated  by  law.  False 
liberty  is  a  negative  force, 
a  release  from  restraint. 
Philip  Schaff 


In  the  American  colonies,  the  main 
problem  of  liberty  has  been  solved 
demonstrated  and  practiced  in 
such  a  manner  as  not  to  leave  much 
to  be  said  by  European  institutions. 
Marouis  de  Lafayette 


When  it's  time  to  die,  let  us  not 
discover  that  we  have  never  lived. 
Henry  David  Thoreau 


Who  is  more  busy  than 
he  who  hath  least  to  do? 
John  Clarke 


Let  us  have  wine  and  women, 

mirth  and  laughter, 

sermons  and  soda-water  the  day  after. 

Byron 


He  that  is  busy  is  tempted  by  but  one 
devil;  he  that  is  idle,  by  a  legion. 
Thomas  Fuller 


The  busiest  men  have  the  most  leisure. 
English  Proverb 


What  is  there  to  do  with  life 
but  to  live  it  to  the  full? 
Arnold  Glasow 


When  you  don't  want  something 
enough  to  make  the  effort, 
making  an  effort  is  a  waste. 

Being  too  well  understood 
motivates  most  who  complain 
about  being  misunderstood. 

Some  days  are  for  living, 
others  are  for  getting  through.  * 
Malcolm  Forbes 


You  ought  to  know  how  to  rise 
above  the  trivialities  of  life, 
in  which  most  people  are 
found  drowning  themselves. 
D.T.  Suzuki 


The  secret  of  my  vigor 
and  activity  is  that  I  have 
managed  to  have  a  lot  of  fun. 
Lowell  Thomas 


A  man  comes  to  measure  his 
greatness  by  the  regrets,  envies 
and  hatreds  of  his  competitors. 
Ralph  Waldo  Emerson 


Only  those  who  take  leisurely  what 
the  people  of  the  world  are  busy  about 
can  be  busy  about  what  the  people 
of  the  world  take  leisurely. 
Chang  Ch'ao 


In  business,  as  in  baseball,  the 
prizes  go  most  often  to  the 
organizations  that  pursue  their 
objective  hard  and  relentlessly 
every  day  of  the  year. 
William  Feather 


Is  duty  a  mere  sport,  or  an  employ? 
Life  an  entrusted  talent  or  a  toy? 
Samuel  Taylor  Coleridge 


To  comprehend  a  man's  life,  it  is 
necessary  to  know  not  merely  what  he 
does,  but  also  what  he  purposely  leaves 
undone.  There  is  a  limit  to  the  work 
that  can  be  got  out  of  a  human  body 
or  a  human  brain,  and  he  is  a  wise  man 
who  wastes  no  energy  on  pursuits  for 
which  he  is  not  fitted;  and  he  is 
still  wiser  who,  from  among  the  things 
that  he  can  do  well,  chooses  and 
resolutely  follows  the  best. 
William  Gladstone 


Life  is  given  to  us, 
we  earn  it  by  giving  it. 
Rabindranath  Tagore 


Such  is  the  state  of  life  that  none 
are  happy  but  by  the  anticipation  of 
change.  The  change  itself  is  nothing: 
When  we  have  made  it,  the  next 
wish  is  to  change  again. 
Samuel  Johnson 


Happiness  should  always  remain 
a  bit  incomplete.  After  all, 
dreams  are  boundless. 
Anatoly  Karpov 


A  Text . . . 


*From  The  Sayings  of  Chairman 
Malcolm,  a  collection  of  over  500 
thoughts  embodying  the  wit  and 
wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N  Y.  10011. 
Add  appropriate  sales  tax  on  Neu 
York  State  orders. 


Sent  in  by  Ralph  Wildschut,  Goshen,  N.Y. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used 


He  that  gathereth  in  summer  is  a  ui 
son:  but  he  that  sleepeth  in  harvest  i 
son  that  causeth  shame. 
Proverbs:  10:5 
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They  sincerely  want  to  be  ri 


an  and  iwvoNiiiina 

bZ.  ? 1  A  0  N  _  IdV  £  fit  £  IS  I  J 


What  you  don't  know  can't  hurt 
you,  right?  Wrong.  It  can  kill  you! 

That's  why  you  need  this  remarkable  new 

ELECTRONIC  BLOOD  PRESSURE  KIT. 

(You  don't  even  need  a  stethoscope) 


now  how  many  Americans  are  suffering  from 
/pertension  right  this  very  moment?  25  mil- 
>n,  maybe  more.  And,  half  of  them  don't  even 
low  they  have  it. 

It's  frightening.  But  it  doesn't  have  to  be. 
You  should  have  your  blood  pressure 
lecked  every  time  you  visit  your  doctor.  And, 
st  as  important,  you  should  check  it  yourself 
tween  visits. 

ow  It's  Easy  To  Do 

*h  the  remarkable  new  Astropulse  10,  it'sj 
<?dibly  easy  to  keep  a  regular  check  on 
r  blood  pressure.  You  don't  have  to  be  a 
►or  or  nurse.  You  don't  need  special  train- 
You  don't  even  need  a  stethoscope, 
-re's  all  you  do:  slip  the  cuff  on,  tighten  it, 
then  inflate  it  by  squeezing  the  rubber 
>..  Astropulse  10  does  the  rest.  Its 
o-electronic  circuits  and  microphone 
Jucer  pick  up  your  pulses,  measures 

and  relays  the  information  to  the 
.    which,  in  turn,  immediately  flashes 
•  oressure  readings  in  big,  easy-to-see 
.  .ibers.  It  also  flashes  an  LED  signal 
i  emits  a  sound  at  both  blood  pressure  | 
dings  to  assist  the  hard  of  hearing  or  " 
lally  handicapped. 

t's  almost  as  easy  as  taking  your  tempera- 
a..  And,  of  course,  far  more  important. 

iour  Doctor  About  It 

tors  know  the  danger  of  hypertensior 
y  know  the  importance  of  checking 
itient's  blood  pressure.  And  they 
iV  it's  neither  convenient  nor  eco- 
:  tical  to  visit  the  doctor  daily  (even 
kly)  to  do  something  the  patient 
o  just  as  well  himself, 
remember  that  Astropulse  10 
JTi  aid  to  the  doctor,  not  a  substi- 
:efor  a  doctor,  and  you'll  realize  that 
s  remarkable  new  Electronic  Blood 
:ssure  Kit  is  well  worth  the  money. 


Money  Back  If  Not  Completely  Satisfied 

Order  your  Astropulse  10  Kit.  Use  it  (without  obliga- 
tion or  risk)  for  a  full  15  days.  Take  your  blood  pres- 
sure at  least  once  a  day,  more  often  if  you  like.  You'll 
not  only  see  how  easy  it  is  to  use,  you'll  see  how  much 
more  relaxed  you  are  when  you  know  what  your  blood 
pressure  is. 

How  much  money?  The  cost  for  the  complete 
Astropulse  10  Kit  is  only  $69.95  plus  $3.00  for  post- 
age and  handling.  (Illinois  and  Mew  York  residents 

add  sales  tax.) 

If  you're  not  thoroughly  pleased  with  your 
Astropulse  10  Kit,  for  any  reason,  return  it  within 
1 5  days  and  your  money  will  be  refunded  in  full 
k  Or,  you  will  be  issued  a  credit  if  you  payed  by 
I  credit  card. 

If  you  realize  that  what  you  don't  know  can 
Wk.  hurt  you,  don't  wait.  Order  your  Astropulse  10 
I  Kit  immediately.  Today! 

©Douglas  Dunhill.  Inc..  A  Cordura  Company 


am 


DOUGLAS  DUNHILL,  INC. 

4225  Frontage  Road  Dept.  40-1804 
Oak  Forest,  Illinois  60452 

**OnEST  ppoO^ 

Please  send  me  complete  Astropulse  10  Kits  @ 

$69.95*  each  plus  $3.00  shipping  and  handling  for  each  Kit. 


Check  or  money  order  for  $_ 


.is  enclosed. 


OR  CHARGE  MY:  VISA/Bank-Americard  □  Master  Charge  □ 
American  Express  □ 


Card  No., 


-Expiration  Date- 


Mail  This  Coupon 
OR  CALL  TOLL-FREE 

800-621-8318 

Illinois  residents 
CALL  800-972-8308 


Signature. 


(PLEASE  PRINT) 


.  State  _ 


_Zip_ 


Illinois  and  New  York  residents  add  sales  tax. 
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39   Leveraged  Buyouts:  You  Could  Get  Rich 

If  you  really  want  to,  that  is.  But  you  must  be 
a  proven  executive  and  be  willing  to  bet  your 
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The  IDS  represen 
His  business  is  helping  you 
make  more  out  of 
your  business. 


One  of  the  biggest 
mistakes  a  small 
business  man  can 
make  is  to  think  of  his 
business  as  just  a 
business  instead  of  as 
a  valuable  investment. 

The  IDS  repre- 
sentative can  offer  you 
a  balanced  financial 
plan  designed  to 
help  increase  the  value 
of  that  investment. 

He  can,  for  example, 
show  you  a  wide 
variety  of  ways  to  cut 
your  business  taxes... 
legally. 

He  (or  she)  can 
help  you  set  up  and 
maintain  pension,  profit 
sharing  and  insurance 
programs... and  help 
you  explain  them 
to  your  employees.  He 
can  offer  ideas  on 
your  personal 


investments  and  many 
financial  aspects  of 
your  business  as  well. 

His  suggestions 
will  be  more  than 
just  his  alone.  Because 
he  is  backed  up  by 
the  resources  of 
a  headquarters  staff 
that  includes  stock 
analysts,  trust  experts, 
insurance  advisers, 
accountants,  tax 
analysts,  attorneys,  and 
actuaries. 


We  help  people 


Talk  to  an  IDS 
representative  about 
making  more  out  of 
your  business.  It 
makes  sense. 

Call  800-447-4700*, 
or  write  to  John  F.  Kelly, 
Vice  President, 
Investors  Diversified 
Services,  Inc., 
Minneapolis,  MN 
55402 


•(In  Illinois  call  800-322-4400  In  Alaska 
and  Hawaii,  please  write  Mr  Kelly ) 


manage  money 


satellite?  GEE! 


(No,  GTE!) 

In  the  next  ten  years,  long-distance  calls  in 
this  country  are  expected  to  double. 

How  in  the  world  are  we  going  to  meet  this 
enormous  demand? 

One  of  the  answers:  satellites. 

They're  actually  being  used  right  now  to  trans- 
mit long-distance  calls — the  signals  being  sent  and 
received  from  places  called  earth  stations. 

And  they'll  be  used  more  and  more  in  the  fu- 
ture, as  long-distance  calls  get  greater  and  greater 
in  volume. 

Presently,  we're  participating  in  the  use  of  two 
communications  satellites.  And  each  one  of  them 
can  handle  18,000  long-distance  calls  at  once. 

That  ought  to  keep  you  talking  for  a  while. 
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S  ie  Lines 

O  jr  Changing 
Masthead 

Two  changes  mark  the  Fohbks 
masthead  (left)  this  issue,  an  addition 
and  a  promotion.  Everett  Halvorsen, 
44,  |oins. the  staff  as  Art  Direetor,  and 
this  issue  clearly  reflects  his  skilled 
and  experienced  hand.  A  veteran  of 
four  years  in  the  U.S.  Air  Force,  Ev 
studied  nights  for  a  bachelor  of  fine 
arts  degree  at  Pratt  Institute  in  his 
native  Brooklyn  while  working  at  his 
apprenticeship  as  a  graphic  designer. 

His  career  in  the  design  and  man- 
agement of  communication  has  in- 
cluded positions  at  IBM  and  Con  Ed 
and  consulting  and  design  work  for 
corporate  and  publishing  clients.  The 
past  few  years,  Ev  has  operated  his 
own  communications  design  firm 
while  teaching  at  Manhattan's  School 
of  Visual  Arts  and  serving  as  consul- 
tant to  Graphics  Today,  a  profession- 
al publication.  He  holds  the  award  of 
the  Society  of  Publications  Design 
and  the  Neal  Award  of  the  Americ  an 
Business  Press. 


Everett  Halvorsen 


Upward  With  Leverage 


The  effective  USE  of  leverage  is 
hardly  new;  they  moved  stones  for 
the  pyramids  with  levers.  Lately, 
however,  yet  another  way  to  move  a 
lot  with  a  little  has  evolved.  Lever- 
aged buyouts  have  spawned  a  tidy 
little  industry  that  Nick  Galluccio  de- 


PAID  CIRCULATION  OVER  660,000 
FOUNDED  1917  BY  B.C.  FORBES  ( 1 880- 1 954) 


Nick  Galluccio 


fines  in  his  cover  story  (see  p.  39). 

Pushing  28,  Nick  joined  Forbes 
this  year  after  completing  the  two- 
year  program  for  an  M.B.A.  at  Co- 
lumbia University's  business  school 
in  16  months.  Nor  was  this  his  first 
masters  from  Columbia.  Nick  got 
that  one  back  in  1973  in  English  lit- 
erature after  four  years  at  the  Univer- 
sity of  Hartford.  To  help  earn  his 
keep  during  the  years  at  Hartford, 
the  Enfield,  Conn,  native  taught  gui- 
tar and  played  one  in  a  jazz  trio  that 
worked  the  area's  night  spots. 

Between  master's  degrees.  Nick 
spent  three  years  in  Massachusetts  as 
a  reporter  for  the  Springfield  Daily 
News  where  his  series  on  apartment 
abandonments,  medical  malpractice 
and  banking  won  acclaim,  put  some 
noses  out  of  joint  and  whetted  his 
appetite  for  business 

That  took  him  to  business  school 
and  then  to  Forbes  as  a  researcher 
and  then  as  a  reporter.  As  of  this 
issue,  he  moves  up  to  the  rank  of  Staff 
Writer.  The  debate  over  the  proper 
education  of  a  business  journalist  will 
surely  never  end.  but  in  Nick's  case  at 
least,  music  didn't  hurt,  and  since 
business  writing  is  after  all  a  form  of 
English  literature,  his  years  in  that 
field  were  hardly  a  digression.  ■ 
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Switch  to  Victor  and  save 

at  least  $150  on 
every  calculator  you  buy. 


Every  calculator  in  our  new 
600  series  lists  for  at  least  $150 
less  than  the  comparable 
Monroe  2800  series  calculator. 
Our  top-of-the-line  Model  670 
lists  for  a  full  $280  less  than 
Monroe's  equivalent. 

In  fact,  switching  from 
Monroe  to  Victor  could  save 
you  almost  half  the  cost  of  every 
calculator  you  buy. 

But  cost  is  not  the  only  reason 
to  switch  to  Victor.  The  new 
Victor  calculators  set  an  indus- 
try standard  for  performance 
and  reliability.  Feature  for  fea- 
ture, we  think  you'll  prefer  them 


to  any  others  on  the  market. 

And  nobody  matches  Victor's 
service  team.  We  have  factory- 
trained  experts  in  more  cities 
and  towns  than  any  other  cal- 
culator source.  Enough  service 
people  to  maintain  and  deliver 
Victor  calculators— and  teach 
people  how  to  use  them— in 
every  U.S.  county. 

Compare  Victor  machines. 
And  Victor  service.  See  if  we 
can't  do  a  better  job  for  you. 
At  a  better  price.  Mail  this 
coupon,  or  call  our  national 
sales  staff,  toll-free,  at 
(800)  621-6569. 
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Trends 


Edited  by  JOHN  A.  CONWAY 


What's  In  A  Bond? 

Wall  Streeters  blinked  a  bit  at  the  bond 
news  late  last  month.  First,  the  U.S. 
Treasury  floated  a  $1.75-billion  issue 
bearing  an  8%%  coupon,  the  highest  rate 
on  a  long-term  bond  in  the  Treasury's 
L88-year  history.  The  very  same  day, 
McDonald's  Corp.  offered  a  $100-million 
issue,  bearing  an  identical  878%  coupon, 
a  rarity  in  bond  markets,  where  corporate 
bonds  traditionally  must  pay  more  in 
comparison  with  paper  backed  by  the 
credit  of  the  U.S.  Actually,  the  issues 
were  quite  different — the  Treasuries 
were  noncancelable  15-year  bonds; 
McDonald's  were,  in  effect,  shorter-term 
iiolcs  So  the  matching  coupons  didn't 
mean  that  hamburgers  looked  as  sound  as 
national  parks.  Or  did  it? 

The  Price  Of  Mobility 

Is  the  practice  oi  shirting  executives 
willy-nilly  around  the  country  unravel- 
ing the  fabric  of  American  society  ,  as 
some  critics  charge?  The  question  is  im- 
portant, if  for  no  other  reason,  because 
shifting  a  family  can  cost  a  corporation 
$15,000  to  $20,000  (and  employers  pick 
up  150,000  to  200,000  relocation  tabs  a 
year).  That  is  no  small  price  to  pay  if  it 
means  turned-off  employees  into  the 
bargain.  According  to  one  new  survey, 
the  answer  looks  like  "no."  Chicago's 
Employee  Transfer  Corp.,  which  spe- 
cializes in  helping  with  the  real  estate 
and  moving  problems  of  relocated  per- 
sonnel, canvassed  1,000  transferees  and 
after  tabulating  the  replies  of  the  346 
who  answered  found  that  84%  were 
ready  to  move  again  if  asked.  Traumas 
there  were  (69%  said  they  considered 
transfers  "stressful"),  but  29%  said  they 
were  "very  willing"  to  pack  up  once 
more  and  51%  were  "somewhat  willing.  " 
The  big  consideration — money.  If  such  a 
shift  meant  a  financial  burden,  78%  said 
they  would  choose  to  stay  put. 

In  Memoriam,  HHH 

When  the  Senate  failed  six  times  to 
break  the  filibuster  against  the  Carter 
Administration's  labor  reform  act  and 
sent  the  bill  back  to  committee,  did  that 
mean  no  labor  legislation  this  year?  Both 
the  White  House  and  some  congressional 
sources  say  that  the  reform  bill  will  be 
back  and  will  pass,  but  the  eonsehsus 
seems  to  be  that  it  won't.  The  business 
forces  that  helped  to  stymie  its  passage 
last  month — the  U.S.  Chamber  of  Com- 
merce, the  Business  Roundtable,  the  Na- 
tional Association  of  Manufacturers — 
think  that  the  Senate  will  have  no  heart 
for  another  long-drawn  battle  and  the  bill 
will  die.  At  the  same  time,  however,  they 


see  a  good  chance  that  another  proposal, 
the  four-year-old  Humphrey-Hawkins 
bilk  sponsored  originally  by  the  late  Sen- 
ator Hubert  Humphrey  and  Representa- 
tive Augustus  Hawkins  of  California, 
might  well  be  whooped  through  the  Sen- 
ate. (One  version  has  already  passed  the 
House.)  Where  the  proposed  labor  re- 
form bill  drew  opposition  because  it 
would  make  union  organizing  much  easi- 


biggest  executive-search  firms  in  the 
world.  An  American  CEO,  says  Peter  L. 
Brooke,  the  Conservative  Member  of 
Parliament  who  is  SS&A  chairman,  en- 
joys the  finest  staff  Organization  and  skills 
in  the  world.  "When  he  got  to  Europe," 
Brooke  says,  "his  office  might  look  like 
the  executive  computer-terminal  he  was 
used  to,  but  what  he  would  soon  discov- 
er is  that  there  were  no  wires  attached  to 


The  Humphreys 


widow's  call  for  a  tribute  to  a  hero? 


er,  particularly  in  the  South,  the  Hum- 
phrey-Hawkins "full  employment"  pro- 
posal would  have  the  President  take  ac- 
tion to  reduce  unemployment  to  4%  by 
1983  and,  in  one  Senate  version,  cut 
inflation  to  zero  by  the  same  year.  The 
fate  of  Humphrey-Hawkins  cannot  be 
measured  by  head  counts  alone.  Senator 
Muriel  Humphrey,  introducing  the  mea- 
sure this  year,  asked  the  lawmakers  to 
regard  it  as  a  "tribute  to  my  late  hus- 
band— and  Hubert  Humphrey  was  a 
hero  to  a  generation  of  Democratic  sena- 
tors. The  Senate  s  problem  will  be  decid- 
ing whether  to  leave  in  the  provisions 
mandating  inflation  curbs,  which  would 
leave  it  a  tribute  to  the  late  senator  but 
would  largely  cancel  out  its  practical  im- 
pact on  the  economy. 

The  CEO  Abroad 

How  would  an  American  chief  execu- 
tive officer  fare  in  a  European  corpora- 
tion? He  would  be  in  for  some  surprises, 
according  to  two  men  who  should  know, 
the  top  management  of  Spencer  Stuart  & 
Associates,  which  ranks  as  one  of  the 


the  console."  Jean-Michel  Beigbeder, 
SS&A's  Paris-based  president,  adds  that 
the  European  CEO,  because  he  does  not 
have  the  staff  backup  that  American 
managers  take  for  granted,  "has  to  be 
prepared  to  make  immediate,  on-the- 
spot  decisions,  based  entirely  on  his  own 
knowledge  and  experience. 

Blessed  Is  He  That  Gives 

A  venerable  philanthropic  device — 
Roman  Catholic  fund  raisers  were  using  it 
70  years  ago — is  enjoying  a  new-  lease  on 
life.  "Deferred"  or  "life-income  gifts, 
which  let  an  individual  make  a  donation, 
take  the  income-tax  deduction  for  it,  skip 
capital-gains  levies  and  get  in  return  a  life 
income  (in  some  cases  tax  free) — have 
been  coming  on  strong  in  the  last  few 
years.  The  Society  for  the  Propagation  of 
the  Faith  began  using  the  idea  before 
World  War  I.  Last  year  its  deferred  gifts 
totaled  $34.4  million,  compared  with 
only  $12.9  million  in  1969.  The  Memorial 
Sloan-Kettering  Cancer  Center  took  in 
$4.4  million  in  1977,  vs.  $2.7  million  in 
1973.  New  York  University  has  an  aggres- 
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an  Iowa  town 
came  looking  for  work. 


sive  deferred-gift  program  and  in  the  last 
year  and  a  half  raised  $1.9  million  by  this 
means  (vs.  $2.7  million  in  outright  be- 
quests). The  renaissance  was  actually 
born  of  adversity.  Some  deferred-gift 
programs  were  being  used  as  blatant  tax 
dodges,  and  the  1969  tax-reform  laws 
tightened  the  rules — and  heightened  the 
awareness  in  the  $35-billion  philanthropy 
industry  that  the  idea  existed.  Despite 
this  growing  success,  however,  most 
charities  are  keeping  the  pitch  for  de- 
ferred gifts  in  a  low  key — apparently  be- 
cause they  don't  want  to  raise  too  suspi- 
cious an  eye  at  the  IRS. 

Spenders  And  Savers 

How  do  congressmen  vote  your  pock- 
etbook?  Not  always  the  way  you  might 
think.  A  voting  check  by  the  National 
Taxpayers  Union,  one  of  the  pack  of 
watchdogs  guarding  Capitol  Hill,  finds 
that  Senator  Barry  Goldwater,  the  Ari- 
zona Republican  and  conservative  cham- 
pion, looks  more  kindly  toward  spending 
measures  than  does  Senator  Frank 
Church,  the  Idaho  Democrat  and  a  lead- 
ing liberal  Stingiest  with  the  public 
purse  were  Senators  Harry  Byrd,  the 
Virginia  Independent,  and  GOP  Repre- 
sentative Philip  Crane  of  Illinois. 

The  Trouble  With  Trees 

With  the  housing  industry  thriving, 
timber  growers  should  be  standing  tall — 
but  such  is  not  the  case.  Softwoods,  the 
prime  raw  material  for  new  homes,  are 
booming,  commanding  prices  of  $175 
per  1,000  board  feet.  But  hardwoods, 
used  primarily  for  furniture,  are  lan- 
guishing, despite  the  obvious  connection 
between  home  buying  and  furniture 
buying,  and  bring  prices  anywhere  from 
$10  to  $150  per  1,000.  (To  lumbermen, 
"soft"  means  wood  from  evergreens; 
"hard"  wood  comes  from  deciduous 
trees.)  The  disparity,  according  to  James 
Vardamann  of  Jackson,  Miss.,  who  runs 
the  South  s  biggest  lumber-selling  and 
forest-management  firm,  arises  from  the 
nature  of  the  trees  themselves.  Pine,  the 
number-one  softwood,  comes  in  five  spe- 
cies, all  so  similar  as  to  be  almost  indis- 
tinguishable as  lumber.  The  result  is 
what  Vardamann  calls  a  "relatively  ho- 
mogeneous source"  supplying  a  huge 
market.  The  hardwoods — oak,  poplar, 
maple  and  the  like — enjoy  no  such  econ- 
omy of  scale.  The  25  hardwood  species 
all  differ  significantly  in  appearance  and, 
imore  importantly,  in  popularity.  The  re- 
sult is  a  fragmented  industry  served  by 
jhundreds  of  small  growers  and  mills  and 
subject  to  the  whims  of  furniture  stylists 
and  buyers.  ■ 


Not  too  long  ago,  a  "Fortune  500" 
manufacturing  firm  opened  its  new 
plant  in  an  Iowa  community  of  6,000 
persons.  The  plant  advertised  for 
workers  to  fill  350  positions.  To  the 
amazement  —  and  delight  —  of  plant 
officials,  some  2,400  people  applied 
forjobs! 

The  moral  of  this  little  tale  is  simply 
this:  if  you're  seeking  an  attractive 
location  for  your  new  plant,  chances 
are,  Iowa  can  fill  every  one  of  your 

V  


requirements,  including  a  ready  sup- 
ply of  workers.  Maybe  even  half  a 
townful. 

For  more  information,  write:  Gary 
Owens.  Industrial  Division.  Iowa 
Development  Commission,  Dept.  FB. 
250  Jewett  Bldg.,  Des  Moines,  Iowa 
50309.  Or  call  515-281-3500. 

a  place  to  grow 

  J 


Lucky  Stores,  Inc. 

has  acquired  for  common  stock 
all  of  the  shares  of 

Valley  Distributing  Company 

(Yellow  Front  Stores) 
(Checker  Auto  Stores) 

We  initiated  this  transaction 
and  acted  as  financial  adviser 
to  Valley  Distributing  Company 

Arthur  Laibly  &  Associates 

Incorporated 
Est.  1968 

Consultants  on  Mergers 

Crocker  Bank  Bldg.,  Box  1341 
San  Mateo,  Ca.  94401 
(415)  348-7550 

Los  Angeles  Seattle  New  York 

Charles  Frank  John  D.  Sharp  Arthur  Bamford 

(213)653-2952  (206)333-4646  (914)337-5775 
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America  has  got  to  come  up  with  twice  as  much  energy 
in  the  next  two  decades  to  keep  our  productivity  growing. 

Here's  how  First  Chicago  is  backing  the  push  to  produce  it. 


America's  standard  of  living 
depends  on  America's  productivity. 
And  a  vital  ingredient  in  the  growth 
of  our  productivity  has  always  been 
the  easy  availability  of  energy. 

But  energy  isn't  easy  to  come 
by  any  more.  And  some  say  to  con- 
serve it,  we  should  put  our  produc- 
tivity on  "hold." 

First  Chicago  believes  we 
can't  afford  to  let  this  happen. 
Here's  why: 

Why  our  productivity 
has  to  keep  growing. 

The  basic  genius  of  this  coun- 
try is  the  promise  that  all  individ- 
uals can  move  up  through  the  social 
structure  as  fast  and  as  far  as  their 
ambition  and  ability  will  take  them. 

The  only  way  to  keep  that 
promise  alive  for  our  still-expand- 
ing work  force  is  to  increase  the 
growth  rate  of  our  productivity.  That 
means  we'll  need  more  energy  than 
we're  using  now.  Up  to  twice  as 
much  by  the  year  2000! 

Conservation  can  provide 


some  of  it.  By  eliminating  waste, 
we  can  free-up  perhaps  20%  of  the 
energy  we  need  for  productive 
purposes.  Too  little. 

New  sources,  such  as  solar, 
shale  oil,  coal  liquefaction  or  gas- 
ification and  nuclear  fusion  could 
help  by  the  end  of  the  century. 
Too  late. 

First  Chicago  believes  America 
can't  wait.  We've  got  to  produce 
more  of  the  oil,  gas,  coal  and 
nuclear  energy  we're  geared-up  to 
use  now.  And  we  believe  that 
private  industry  can  do  the  job  if  it 
gets  the  proper  incentives 
-and  financing.  That's  where 
we  come  in. 

Long  before  it  was 
fashionable  to  have  an 
energy  department, 
ours  was  meeting  the 


Richard  B  Stebbms  (left),  Vice 
President  and  head  of  First  Chicago's 
Energy  Group,  worked  full  time  for 
two  years  to  help  complete  this 
country's  largest  grass  roots  oil  refinery 
ahead  of  schedule  and  under  budget. 


special  financial  needs  of  the  u 
dustry.  We  were  the  money  cei 
bank  that  developed  and  pion» 
ed  oil  production  payment  fine 
ing.  Today  it's  the  standard  of  t 
industry.  The  First  was  a  lead 
bank  in  financing  the  world's  fi 
commercial  nuclear  plant.  Anc 
from  the  beginning  of  the  enei 
shortage,  I  we've  been  puttir 
our  special  expei 
tise  to  work  to  he 


■ 


energy  industry  solve  it. 
Here  are  some  of  the  ways: 

Big  money 
for  a  big  idea. 

In  the  early  seventies,  two 
ependent  oil  companies  (one  a 
year  customer)  came  to  First 
icago  with  a  big  idea  and  a  big 
jncial  need. 

The  idea:  Build  the  largest 
iss  roots  refinery  ever  con- 
jcted  in  the  U.  S. 

The  need:  $250  million. 

The  idea  was  unorthodox  be- 
lse  the  refinery  was  designed 
"narily  for  fuel  oil,  historically  a 
/-priced,  low-demand  product. 
:  to  us  it  made  sense  because 
knew  that  America  would  soon 
id  all  the  fuel  it  could  get. 

So  we  assigned  a  member 
)ur  Energy  Group  to  work  full 
e  on  the  project.  First,  he 
nd  13  other  banks  to  par-  <M*-~ 
pate  in  the  loan.  Then,  for 
>  years,  he  helped  man- 
;ment  with  everything 
ti  setting  up  construction 
ltracts  to  negotiating  crude 
>ply  and  international  trans- 
lation agreements. 

As  a  result,  the  refinery  came 
>tream-under  budget  and 
;ad  of  schedule-in  October, 


1976.  And  that  winter,  when  record 
cold  almost  exhausted  natural  gas 
supplies,  America  had  an  addi- 
tional 150,000  barrels  of  fuel  oil  a 
day  to  heat  homes  and  schools  and 
help  keep  offices  and  factories 
producing. 

A  financial 
stand-by  system. 

The  financial  hazards  of  a  nu- 
clear building  program  can  make 
even  a  big  utility  nervous.  If  you're 
medium  size,  they  can  give  you 
nightmares.  Here's  how  we  helped 
one  of  our  relationship  customers 
come  through  unscathed. 

This  utility,  serving  200,000 
customers  in  the  Midwest,  was 
building  a  500,000  KW  nuclear 
generating  plant  that  would  double 
the  size  of  the  company.  And  they 
were  worried.  With  so  much  of  their 
assets  tied  up  in  construction,  what 
would  happen  to  their  credit  rating 
if  something  went  wrong  before 
completion? 

Our  solution  was  a  long  term 
Revolving  Credit  they  could  use  as 
needed. 

Sure  enough,  in  the  credit 
crunch  of  1974,  the  utility  suffered 
an  earnings  drop.  But  because 
we  stood  by  them,  construction 
continued  without  interruption. 
And  their  outstanding  bonds  didn't 
get  battered  as  they  might  have. 

Now  the  new  nuclear  facility  is 
providing  improved  earnings  for 
the  company,  and  their  customers 
benefit  from  substantially  reduced 
fuel  costs. 

Epilogue:  First  Chicago  also 
provided  an  initial  $15  million 
Letter  of  Credit/ Revolving  Credit 
to  begin  financing  the  plant's 
nuclear  fuel  requirements. 


Carl  F.  Hoover,  Vice  President  and 
head  of  our  Utility  Group,  with 
scale  model  of  world's  first 
commercial  nuclear 

generating  plant  which 
"fl  ^  First  Chicago  helped 

^ttat'  1  Ik,  finance. 


Regional  expertise. 

When  a  Houston-based  com- 
pany providing  seismic  services 
and  oil  tools  needed  financing  for 
an  expansion  program,  other 
banks-including  a  big  New  York 
bank-said  no.  Our  Houston  office 
recognized  the  potential  and  said 
yes.  Today  First  Chicago  is  financing 
the  company's  export  operations 
all  over  the  world,  including  Russia. 

An  independent  California  oil 
refiner,  hidebound  by  a  secured 
loan  agreement  the  company  had 
outgrown,  found  relief  through  our 
sophisticated  knowledge  of  the 
problems  unique  to  the  West  Coast 
energy  market.  Our  industry  experts 
Ken  Peak  and  Dick  Stebbins  put 
together  an  unsecured  Revolving 
Credit  that  will  enable  the  company 
to  refinance  and  retool  to  meet 
the  requirements  of  future  growth. 

Wherever  you  are,  whatever 
part  of  the  energy  business  you're 
in,  First  Chicago  is  in  business  to 
help.  Because  America  has  to  have 
more  energy.  And  we're  actively- 
aggressively-  backing  the  push  to 
produce  it. 

Our  Energy  Group  is  in  place 
and  operating.  They  have  the  ex- 
perience, the  expertise,  the  capital 
and  the  full  range  of  services  it  takes 
to  solve  any  financial  problem.  And 
we  have  78  installations  worldwide. 
To  put  any  or  all  of  them  to  work  for 
you,  write  or  call  Richard  B.  Stebbins, 
Vice  President,  The  First  National 
Bank  of  Chicago,  One  First  National 
Plaza,  60670.  (312)  732-6814. 


Productivity  banking 
in  36  countries. 

North  America:  Mexico  City;  Toronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh;  Bristol; 
Geneva;  Channel  Islands;  Brussels;  Dublin;  Diis- 
seldorf;  Antwerp;  Frankfurt;  Madrid;  Leicester; 
London;  Milan;  Munich;  Newcastle;  Rotterdam; 
Paris;  Piraeus;  Rome;  Stockholm;  Warsaw. 
Middle  East:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Sao  Paulo;  Panama  City;  Caracas; 
Guatemala  City,  Bogota.  Caribbean:  Port-au- 
Prince;  Bridgetown;  Kingston.  Asia:  Jakarta 
Singapore;  Seoul;  Hong  Kong;  Tokyo.  Pacific: 
Manila;  Melbourne;  Sydney.  Member  FDIC 
©1978  The  First  National  Bank  of  Chicago 
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Last  year,  we  had 
sales  of  s4.6  trillion, 
$43  1riltion,$3.6billioi 

s3.3  trillion  and  s.9 
billion. 

This  year  looks 
even  better  for  our 
shareholders. 


s  figures  are  the  sales 
3S  for  each  of  the  five 
lpal  business  groups  that 
:  up  ITT— totalling  an 
3ssive  $16.7  billion, 
t  if  you  stop  and  think 
t  each  of  the  five  lndivid- 
we  believe  you'll  be  even 
impressed. 

ch  of  our  business  groups 
;sents  a  fundamental,  and 
ing,  market  opportunity 
ecommunications  and 
ronics,  for  example,  where 
nations  are  racing  to  catch 
ith  their  needs.  (We  had 
billion  in  sales  and 
mes  last  year.) 
gineered  Products,  like 
notive  and  industrial  prod- 
components  and  semi- 
uctors  ($4.3  billion), 
urance  and  Finance,  an 
nially  rewarding  segment 
($3.6  billion). 

msumer  Products  and  Ser- 

,  growing  as  the  consumer 
dation  grows  ($3.3  billion), 
itural  Resources,  mcreas- 
m  demand  ($.9  billion). 
>nsidered  one  by  one,  our 
less  groups  would  rank 
lg  the  most  successful, 
mic  companies  in  their 
stries. 

gether,  they're  a  healthy 
;  section  of  the  most 
lismg  sectors  in  the  U.  S. 
vorld  economies. 
r  a  copy  of  our  Annual 
)rt,  write:  Director  of 
■tor  Relations,  fnternational 
'hone  and  Telegraph 
^oration,  320  Park  Avenue, 
York,  New  York  10022. 

Ill 

•-  best  ideas  are  the 
is  that  help  people. 


78  International  Telephone  and  Telegraph  Corporation 
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Follow-through 


Miller  Time  At  The  FTC 

A  beer  drinker  needed  a  clear  head  to 
spot  the  difference  between  the  Lowen- 
brau that  Miller  Brewing  Co.  imported 
from  Germany  and  the  Lowenbrau  it 
cooked  up  in  its  U.S.  breweries,  Forbes 
pointed  out  last  fall  (Oct.  15,  1977).  Was 
Miller  misleading  the  buyer  who 
plunked  down  a  premium  $2.60  for  what 
he  thought  was  an  import?  One  Miller 
drinker  thought  so  and  had  sued  the 
Philip  Morris  subsidiary  for  deceptive 
advertising.  The  U.S.  Treasury's  Bureau 
of  Alcohol,  Tobacco  &  Firearms  had  also 
put  out  an  advisory  warning  consumers 
to  read  those  labels  carefully  and  see 
whether  the  Lowenbrau  they  were 
buying  came  from  Munich  or  from  Texas 
or  Wisconsin. 

Miller's  competition,  naturally,  didn't 
pass  up  the  opportunity.  Late  last  year, 
Anheuser-Busch,  the  number-one  U.S. 
braumeister  (Budweiser,  Michelob), 
complained  to  the  Federal  Trade  Com- 
mission that  Miller  was  blowing  foam  in 
the  buyer's  eye  by  giving  the  impression 
that  all  Lowenbrau  was  imported — until 
"you  read  the  fine  print.  The  FTC  is  still 
wrestling  with  a  response.  In  May  it  split 
on  whether  to  lodge  a  complaint  against 
Miller  (Chairman  Michael  Pertschuk,  for 
one,  had  doubts  about  "consumer  in- 
jury"). The  FTC  will  hold  another  ses- 
sion to  decide  whether,  if  it  acts,  it  will 
go  to  court  and  seek  fines  against  Miller 
or  take  the  route  of  long-drawn  hearings 
before  the  commission  itself. 

Tennis,  Anyone? 

A  year  ago,  when  Britain's  Virginia 
Wade  and  Sweden's  Bjorn  Borg  were 
taking  the  honors  on  Wimbledon's  grass 
courts,  Forbes  (July  15,  1977)  suggest- 
ed one,  and  perhaps  the  only,  surefire 
way  to  ensure  ringside  seats  for  this 
year's  tournament.  The  trick  was  to  buy 
one  or  more  "Wimbledon  debentures," 
bonds  that  paid  no  interest,  but  which 
entitled  holders  to  guaranteed  center- 
court  seats  through  1980,  plus  a  private 
bar-buffet  for  the  traditional  strawberries 
and  cream,  and  a  parking  place. 

First  offered  at  $1,685  in  1974,  those 
debentures  had  climbed  to  $4, 160  by  last 
July,  but  with  scalpers  charging  $380  for 
a  seat  they  were  still  in  demand.  They 
still  are.  Alarmed  by  the  mob  of  37,000 
fans  who  last  summer  overran  the  stately 
old  All-England  Lawn  Tennis  Ground, 
the  club  planned  to  hold  down  this  year's 
crowds.  No  luck.  On  the  meet's  fourth 
day,  38,000  crashed  in. 

Before  the  June  15  deadline,  when  the 
debentures  were  still  good  for  seats  to 
the  current   tournev,    the  bonds  had 


jumped  to  more  than  $7,500.  Helping 
inflate  the  price  was  the  fact  that  until 
the  June  cutoff  purchasers  also  got  rights 
to  apply  for  a  new  issue  that  promised 
seats  and  perks  for  the  1981-85  tourneys. 
The  original  debentures,  now  good  only 


Joy  At  Wimbledon:  Queen  Elizabeth  does 
the  honors  for  Britain's  Virginia  Wade. 


for  the  1979  and  1980  meets,  have  since 
subsided  to  $3,800  to  $4,600  a  pair.  Bids 
for  the  new  ones  are  running  between 
$1,600  and  $1,850— with  none  for  sale. 
(The  price  when  issued  in  1980  will  be  a 
little  over  $4,000,  and  the  present  cost 
represents  only  a  first  payment.)  All- 
England  members,  of  course,  rate  seats, 
but  there  are  only  a  few  hundred  of 
them,  and  the  waiting  time  for  the  hun- 
dreds lined  up  could  run  to  40  years. 

The  Computer  Challenge 

Systematically,  doggedly,  as  they  did 
in  cameras,  cars  and  TVs,  the  Japanese 
are  mounting  an  attack  on  the  worldwide 
computer  market.  They  have  no  illusions 
about  putting  International  Business 
Machines  out  of  business,  but  they  plan 
to  take  some  chunks  out  of  its  hide. 

—Forbes,  May  15,  1977 

Today,  IBM's  hide  looks  as  sleek  as 
the  veneer  on  its  machines,  and  the  giant 
U.S.  manufacturer  still  ticks  off  60%  of 
the  worldwide  computer  business.  But  a 
year  is  little  more  than  a  microsecond  for 
Japan's  long-range  planners,  and  their 
patient,  uphill  battle  goes  on. 

Japan's  computer  wizards  keep  their 
own  counsel  but  they  have  toned  down 
their  earlier  exuberance.  A  year  ago,  for 


13 


f  YES,  VeS,  MR.  LANG.  YOU  HAVE  EVER?\ 
REASdK  To  0E  U?SET.    OF  COURSE. 
NATURALLY.  TH£  PACKAGE  WAS  TWO 
DAYS  LATE?  THAT'S  TeftRieLE,  Y£S. 
I  CHECKED  IT  otrr.  W&L,  W  Ren\en\8er 
YOU  WANTED  US  12>  CWANG6  CARRIERS, 
90  \WE  P»D.     VweP  ALWAYS  PONE 
BUSINESS  WflH  EXiCR  EXPRESS1. 
YES.  WE  SHIPPED  \TVIA  FIWGERCLOOT 

0ftsrHERS...9rRicn.y  according  to 

Ydtlf?  INSTRUCTIONS.  I*  FACT,  A  PAY 

early, ..I  agree:  fingerooot 

BROTHERS  IS  A  D»?APP0INTMEHT 
...  WHAT?,,,  ,0m,  IBS,  I'LL  TAKE 
CARE  OP  THAT. 


BOOTH 


SOOTHE  HIM  IN  FRANKFURT 

FOR  $6.75.  AND  SAVE 
AN  IMPORTANT  CUSTOMER. 

For  $6.75  (plus  tax)  you  get  3  minutes  to  most  countries  in 
Western  Europe.  That's  station-to-station.  In  most  cases,  nights  and 
Sundays  are  less. 

For  that  $6.75  you  can  soothe  and  sympathize.  Listen  and  learn. 
Explore  and  explain  on  the  spot. 

And  convert  sizzling  anger  into  a  sale. 

Try  doing  that  with  a  written  message. 


(§)  Bell  System 


Follow-through 


instance,  an  executive  at  Fujitsu,  the 
company  leading  Tokyo's  computer  ex- 
port drive,  was  predicting  that  Amdahl, 
the  California  firm  in  which  the  Japanese 
held  a  28%  share,  could  have  as  much  as 
30%  of  the  large-scale  systems  market  in 
three  years.  Fujitsu  spokesmen  now  say 
only  that  while  the  Amdahl  investment 
has  been  a  success,  they  know  of  no 
plans  to  expand  that  involvement,  the 
only  computer  interest  the  firm  has  in 
this  country.  Chairman  Gene  Amdahl 
says  that  Fujitsu's  "principal  relationship 
with  us  is  as  stockholders."  Amdahl's 
revenues  and  pretax  income  have  nearly 
doubled  in  the  past  year,  he  adds,  but  he 
sees  no  sign  that  the  Japanese  will  in- 
crease their  holdings.  If  anything,  he 
expects  them  to  decrease.  Teamwork, 
rather  than  dominance,  seems  to  be  Fu- 
jitsu's main  tack  now.  It  has  a  new  deal 
with  West  Germany's  computer  giant, 
Siemens,  under  which  the  Munich  man- 
ufacturer will  add  some  Fujitsu  comput- 
ers to  its  own  line  while  Fujitsu  gets 
Japanese  market  rights  for  a  high-speed 
laser  printer  Siemens  developed  and 
brought  out  two  years  ago. 

In  the  home  islands,  however,  the 
campaign  is  faring  better.  Despite  their 
export-or-die  image,  the  Japanese  actu- 
ally try  to  ensure  dominance  in  their  own 
market  before  going  all-out  overseas. 
Foreign  computers  once  enjoyed  well 
over  half  the  Japanese  market  but  that 
share  has  now  been  cut  to  less  than  43%, 
making  Japan  the  only  Free  World  coun- 
try (except  for  the  U.S.)  where  foreign 
firms  do  not  dominate  the  computer 
market.  To  this  end,  Tokyo  has  used 
measures  that  would  make  the  U.S.  Jus- 
tice Department  blanch — forced  mar- 
riages of  computer  firms,  subsidies,  in- 
terest-free loans,  government  finances 
for  joint  research  by  the  big  manufactur- 
ers. Out  of  this  last  came  Toshiba  s  new 
system  for  producing  circuits  carrying  1 
million  transistors  on  a  4mm  dot  of  sili- 
con, a  development  that  could  clear  the 
way  for  far  more  powerful — and  far 
smaller-size — machines  than  anything 
now  in  the  computer  catalog. 

Serene  as  only  a  company  with  60% 
world  market  share  can  be,  IBM  remains 
unruffled.  Has  its  share  of  Japan's  market 
receded?  Could  be,  the  inevitably  anon- 
ymous IBM  spokesman  says,  but  with 
the  total  Japanese  computer  market  ex- 
panding, he  adds,  a  smaller  percentage 
still  means  larger  sales.  Earlier  this  year, 
Chairman  Frank  T.  Cary  told  his  stock- 
holders: "The  Japanese  firms  are  very 
capable.  .  .  .  We  are  not  taking  that 
competition  lightly  at  all."  But  he  didn't 
say  it  in  the  worried  way  a  LT.S.  steelman 
or  automan  might.  ■ 
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S  19'8  f>  J  RIYNOiOS  ioe*ccoco 


Smoking. 

Here's 
what  I'm 

doing 
about  it*' 


"I  like  the  taste  of  a  good  cigarette 
d  I  don't  intend  to  settle  for  less. 

But  I'm  aware  of  what's  being  said. 

S°  I  began  searching  for 
a  cigarette  that  could  give 
me  the  taste  I  like  with  less  tar. 
I  found  Vantage.  A  cigarette  that 
really  gives  a  lot  of  taste.  And  with 
much  less  tar  than  what  I'd 
smoked  before. 

"What  am  I  doing  about  smoking? 
I'm  smoking  Vantage." 

11 


G.S.  Cooper 
Edmonds,  Washington 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regular,  Menthol, 
and  Vantage  100s 


FILTER  100's:  10  mg.  "tar".  0.8  mg.  nicotine,  FILTER,  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.per  cigarette,  FTC  Report  MAY  78. 


CLASSIFIED 

appears  in 
the  first  issue 
of  every  month, 

Look  for  it  in 
the  upcoming 
issue. 

For  rates  and  other 
information  on 
FORBES  CLASSIFIED, 
call 

Sarah  Madison 
(212)  675-7725 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
conning.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Readers  Say 


Nonexpert  M.D.s 

Sir.  You  made  a  rather  incredible  re- 
mark in  your  review  of  James  Fixx  The 
Complete  Book  of  Running  (June  12),  to 
wit:  "And  unless  you're  in  such  shape 
that  you  needn't  run,  your  doctor  will 
probably  tell  you  you  shouldn't."  Most 
doctors  are  "in  lousy  shape,  and  know 
little  about  exercise  and  physiology. 

—Robert  H.  PaschaU 
Sacramento,  Calif. 

Ready  In  Europe 

Sir:  We  feel  your  comments  on  the  U.S. 
Army  in  Europe  (Fact  and  Comment,  May 
29)  misrepresent  the  status  and  readiness 
of  our  forces  here.  Our  readiness  indica- 
tors are  high.  Combat  training  has  been 
intensified.  Our  equipment  is  well  main- 
tained and  the  vast  majority  of  our  units 
have  the  equipment  they  need  to  perform 
their  mission.  We  do  have  problems.  But 
you  did  not  fairly  describe  the  readiness  of 
U.S.  Army,  Europe. 

— Col.  Perry  G.  Stevens 
Chief  of  Public  Affairs. 
Headquarters,  U.S.  Army,  Europe 
and  Seventh  Army 
APO,  N.Y. 

"American  Money" 

SiR:  I  resent  your  repeated  use  of 
"Chinese  money"  as  a  synonym  for 
"cheap  currency."  Both  the  Nationalist 
and  the  Communist  versions  of  the  Chi- 
nese currency,  yuan  and  jenminpi,  are 
sounder  than  most  currencies  in  the 
world,  including  the  "mighty"  dollar. 

— Dun  J.  Li 
Wayne,  N.J. 

Stock  Compensation 

Sir:  In  the  "Boss'  Paycheck:  Who  Gets 
The  Biggest?"  (May  29)  you  described 
my  total  remuneration  as  having  been 
$904,000  in  1977,  up  from  $359,000  in 

1976,  and  you  singled  me  out  as  an  ex- 
ample of  an  executive  who  had  obtained 
a  very  large  increase  in  a  year  in  which 
his  company  had  disappointing  results. 

The  $904,000  included  my  salary  of 
$238,000,  $594,000  representing  the  val- 
ue assigned  by  Forbes  to  a  ten-year 
stock  contract  that  I  entered  into  during 

1977,  and  $71,000  representing  the  val- 
ue assigned  by  you  to  a  deferred  com- 
pensation contract.  The  stock  contract 
provides  that  I  will  accrue  rights  to  2, 500 
shares  of  Zenith  stock  each  year  for  ten 
years.  I  "earned"  the  first  2, .500  shares 
on  May  31,  1978.  I  will  "earn"  no  shares 
for  years  that  I  do  not  work  for  Zenith, 
and  if  I  leave  to  work  for  a  competitor,  I 
will  forfeit  any  shares  that  had  been  pre- 
viously "earned. 


You  state.  "...  but  the  big  increase 
was  because  of  Nevin's  being  granted 
restricted  stock  as  deferred  compensa- 
tion, rather  than  a  bonus  for  1977  perfor- 
mance." The  stock  contract  was  not  sub- 
stituted for  the  loss  of  bonus  compensa- 
tion that  resulted  from  Zenith's 
disappointing  performance  in  1977.  It, 
like  the  five-year  contract  that  had  pre- 
ceded it,  was  designed  to  provide  me 
with  an  equity  position  if  I  chose  to 
remain  with  Zenith. 

The  2%  contract  to  which  FORBES  as- 
signed a  value  of  $71,000  is,  in  fact, 
nothing  more  than  a  retirement  plan. 

— John  J.  Nevin 
Chairman  and  CEO, 
Zenith  Radio  Corp. 
Glenview,  III. 

The  FBI  And  CIA 

Sir:  Be  "Stop  Italianizing  The  CIA 
And  FBI"  (Fact  and  Comment,  June  12). 
I  am  a  former  FBI  agent,  and  the  current 
indictment  of  three  former  FBI  officials 
and  the  harassment  of  over  100  current 
and  former  agents  have  seriously  under- 
mined the  morale  and  efficiency  of  all 
our  intelligence  agencies. 

— Dale  1.  Stoops 
Oakland.  Calif. 

SiK:  Italy  has  learned  its  lesson.  The 
Italian  parliament  recently  voted  over- 
whelmingly in  favor  of  new  laws  that 
allow  police  to  cjuestion  guerrilla  sus- 
pects without  their  lawyers  present,  to 
detain  people  for  up  to  24  hours  for 
identity  checks  and  to  tap  telephones. 
The  U.S.  Congress  should  be  providing 
the  FBI,  CIA  and  other  federal  and  state 
agencies  with  the  methods  and  tools  to 
stamp  out  terrorism  and  major  crime 
instead  of  considering  ways  to  make 
them  ineffective. 

— Dale  S.  Thompson 
Arlington,  Va. 

Use  The  Fed,  Too 

SiR:  Ben  Weberman  asks,  "How  do 
you  buy  Treasury  issues?  The  answer  is: 
Either  from  a  banker  or  your  broker" 
(June  26).  I  purchase  at  no  fee  Treasuries 
directly  from  the  Seattle  branch  of  the 
Federal  Beserve  Bank  of  San  Francisco 
by  pjaeing  an  order  one  or  two  days 
before  the  auction  and  agreeing  to  pur- 
chase them  at  the  average  price  and  rate. 

— George  D.  Stray  it 
Seattle.  Wash. 

As  Ben  Weberman  has  pointed  out 
several  times  in  previous  columns.  Trea- 
suries can  be  ordered  through  any  Fed- 
eral Reserve  bank  or  branch — Ed. 
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Bell's  222  Twin: 
Now  there's  an  executive  helicopter 
hat  belongs  beside  your  Gulf  stream. 


or  Citation, 
Falcon,  Sabreliner, 
Learjet... 

Jnti!  now,  there  has  been  a  frustrat- 
ng  gap  in  corporate  transportation 
..a  critical,  inbetween  void  hamper- 
ng  your  effectiveness  as  a  key  deci- 
>ion  maker.  That  gap  has  been  the 
ibility  to  move  short-to-medium  dis- 
ances  point  to  point,  quicker  than  a 
:ar  can  deliver  you,  more  effectively 
han  your  jet. 

3ut  you  need  never  again  feel  re- 
strained by  an  inability  to  quickly 
each  a  destination  too  near  for  your 
et,  too  far  by  car.  You  needn't  think 
wice  about  dashing  off  for  an  urgent 
>n-spot  inspection... or  attending  a 
>ranch  plant  meeting  at  noon,  when 


you  must  return  to  your  office  by  two. 
Now  there's  the  new  technology  Bell 
222  for  the  door-to-door  airborne 
convenience  only  a  helicopter 
can  deliver... the  extended  range  of 
over  400  mites. ..up  to  170  mph 
cruise  speed. ..the  smooth,  quiet 
ride  of  Bell's  exclusive  Noda-Matic® 
suspension. 

There's  ample  room  to  meet  with 
your  staff  for  last  minute  discussions 
...or  to  stretch  out  and  enjoy  the 
panorama  of  the  countryside,  a  view 
that's  unique  to  a  helicopter.  Pow- 
ered by  two  advanced  design  675shp 
Lycoming  turbines,  engineered  for 
optimum  cruise  fuel  efficiency,  the 
7-to-10  place  Bell  222  will  be  certified 
for  IFR  operation,  and  priced  in  the 
range  of  comparableturbinepowered 
aircraft.  And  soundwise  the  222  is  a 
good  neighbor. ..slipping  in  quietly 
on  arrival,  moving  off  quietly  on 
departure  due  to  slower  turning  main 
and  tail  rotors. 


Have  your  secretary  or  manager  of 
flight  operations  call  or  write  for:  □ 
Our  step-by-step  travel  evaluation 
guide,  called  the  Rangefinder.  □  A 
222  brochure.  □  Or  an  appointment 
with  a  222  transportation  specialist. 
Contact  Dwayne  Jose,  Vice  Presi- 
dent, Commercial  Marketing,  Dept. 
564  Bell  Helicopter,  Box  482,  Fort 
Worth,  Texas  76101.  (817)  280-2222. 


Team  it  up  with 
your  corporate  jet. 


222 


These  famous  symbols  all  have  something  in  common. 


A*A 


V 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as  the 
53rd  largest  U.S.  industrial,  with 
1977  sales  of  over  $3.8  billion. 

And  diversified.  Greyhound's 
activities  run  from  transpor- 
tation to  food  to  soap  to 
computer  leasing  to  restaurants 
to  display  contracting  to 
jet  fueling  systems  at 
major  airports  and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's  the 
front-runner  in  most  of  them. 

Greyhound  is  the  number 
one  transportation  company 
on  earth  ...or  in  the  sky.  In  1977, 
we  carried  22  million  more 
people  than  United  Airlines, 
America's  largest  airline. 

Greyhound's  Armour  is 
America's  leading  producer  of 


bacon  and  the  second  leading 
seller  of  hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
number  one  selling  soap  in 
America.  And,  together  with  our 
Tone  brand,  our  two  soaps  have 
a  larger  dollar  share  of  market 
than  any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Procter  &  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation  equip- 
ment in  the  U.S.  —  in  fact, 
we  own  more  jets  than  some 
airlines.  And  we  operate  the 
premier  group  of  display 
companies  in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't  just 
"the  bus  company"  anymore, 
it's  "the  omnibus  company" — a 
growing  corporation  serving  the 
needs  of  today's  consumer 
in  many  different  ways. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


RECESSION  PREDICTORS  WILL  BE  WRONG 


for  a  while  longer.  All  the  way  through  this  past  3V2  years  of  a 
steadily  better  economy,  many  if  not  most  economists  and 
other  portentously  titled  Domes  have  been  predicting  that 
"the  next  six  months  will  see  a  downturn." 

When  things  were  good  in  the  first  half  of  the  year  in  any  of 
the  last  three  years,  these  See-ers  predicted  a  drop  in  the 
year's  second  half;  in  the  second  half  when  things  kept  Up,  the 
cry  was  "wait'll  next  year.' 

One  of  these  years  these  forecasters  will  turn  out  to  be 


right — though  by  then  I  suppose  most  of  em  will  have  turned 
into  optimists. 

The  fact  is  that  a  downturn  continues  to  remain  unlikely  in 
the  next  six  months,  and  in  the  six  months  after  that.  For 
reasonable  Reasons  Why,  read  MSF  Jr.'s  comments  on  page  21 
("Now  Is  the  Time  To  Buy  Stocks  and  Bonds"). 

While  more  Crystal  Bailers  keep  predicting  the  shoe's  drop, 
the'  well-shod  economy  will  for  some  time  longer  keep  on 
steppin'  out. 


THE  BAKKE  DECISION  COMES  AS  CLOSE 


to  resolving — one  could  hardly  say  cutting — this  Gordian  knot 
as  could  be  hoped  by  all  but  extremists. 

It  was  an  encouraging  surprise  to  see  how  judicious  were  so 
many  of  the  Justices'  comments  accompanying  the  decision. 
It  was  a  surprise  because  too  blamed  many  of  these  Supreme 


Nine  have  come  to  mighty  narrow  conclusions  in  such  areas  as 
individual  freedom,  press  freedom  and  the  like.  They  seem  to 
reflect  pre-High  Court  personal  prejudices. 

It  is  a  happy  thing  to  know  that  several  of  these  Justices  are 
capable  of  occasional  Solomon-ity. 


DOWN  WITH  DOLE'S  DUMB  BILL 


which  takes  away  the  President's  authority  to  slap  on  fees  for 
imported  oil.  Obviously,  neither  the  Senate  nor  the  House  has 
the  guts  to  make  Americans  pay  at  the  gas  pump  what  the  stuff 
now  costs  per  gallon.  Until  we  do  what  every  other  country 
does,  we'll  go  right  on  with  our  profligate,  galloping  gas 
consumption.  And  we'll  go  right  on  with  a  towering  trade  deficit 
that's  already  watered  down  the  dollar  to  a  dangerous  degree. 
If  Senator  Dole  (R-Kan.)  and  his  think-alikes — fear-alikes 


may  be  a  more  appropriate  word — think  it's  politically  too  risky 
to  face  the  fuel  facts  of  life,  they  at  least  ought  to  be  smart 
enough  to  let  the  President  reap  the  political  risks  of  doing 
what  has  to  be  done  by  way  of  an  oil  price  hike. 

The  day  Carter  imposes  a  five-buck-a-barrel  fee  on  imported 
oil,  the  dollar  will  begin  and  continue  to  increase  in  value.  And 
the  additional  $15-billion  annual  revenue  could  do  much  to 
achieve  the  miracle  of  a  balanced  federal  budget. 


ONE  ACT  THAT  WOULD  MAKE  CARTER'S  TERM  MEMORABLE 


Even  if  President  Carter  turns  out  to  be  the  first  one-term 
President  since  Herbert  Hoover,  historians  will  rank  him  high 
f  he  can  regain  even  a  modicum  of  control  over  federal 
employees. 

The  unfireability,  the  inability  to  hold  civil  servants  to  any 
accountability  no  matter  what  their  ineptitude,  insubordina- 
tion, insouciance  has  made  it  almost  impossible  for  those 
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heading  agencies  and  divisions  of  the  federal  government  to 
run  em.  Imagine  trying  to  run  any  business  of  any  size  when 
those  on  the  payroll  can  never  be  held  to  account,  cannot  be 
fired,  can  only  be  gotten  rid  of  by  moving  them  up  and  on  to 
other  jobs  in  the  bureaucracy. 

If  Jimmy  Carter  can  get  any  kind  of  a  handle  on  this  octopus, 
his  presidency  will  be  memorable. 
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OUR  TWO  UNLORDLY  PRESS  LORDS 


Jn  Britain,  active  owners  of  major  newspapers  have  long 
been  referred  to  as  Press  Lords.  In  the  heyday  of  William 
Randolph  Hearst  he  was  called — among  other  things — the 
Lord  of  San  Simeon.  The  two  most  influential  newspapers  in 
the  United  States  are  headed — and  I  don't 
mean  titularly — by  two  heavyweights  (and 
I  don't  mean  literally),  who  by  virtue  of 
their  power  would  have  to  be  dubbed 
Press  Lords: 

The  New  York  Times'  Punch  Sulzberger 
(left)  and  the  Wall  Street  Journal's  Warren 
Phillips  (right). 

It's  interesting  that  in  so  many  respects  these  two  have  many 
similarities.  Neither  operates  in  the  limelight;  both  turn  away 
from,  rather  than  reach  for,  the  spotlight;  neither  figures  in  the 
gossip  guff  nor  are  they  continuously  Seen  at  the  places,  pseudo 
events  and  scenes  where  Names  love  to  show  up  and  off. 


Their  jousts  don't  take  place  publicly;  their  swords  don't 
flash  in  the  sunlight.  As  several  severed  heads  of  the  oversized 
variety  can  testify,  though,  these  seigneurs  do  rule  their 
domains,  do  rein  in  or  quietly  move  over  and  out  those  who 
forget  or  ignore  that  these  powerful  enter- 
prises have  Heads. 

Talk  about  iron  fists  in  velvet  gloves — 
these  gentlemen  are  both  genuinely  ge- 
nial. Desk-pounding  and  high-decibel 
high-handedness  is  neither  man's  style.  Of 
course,  the  fact  that  they  don't  need  to 
assert  the  authority  they  have  helps. 

Do  you  realize  how  lucky  we  are  that  these  two  nationally 
consequential  newspapers  are  of  such  high  standards,  charac- 
ter and  quality?  Are  we  not  lucky  that  their  preachments  are 
(usually)  confined  to  the  editorial  page,  that  their  views  are 
most  often  most  sensible,  seldom  sensational? 


TAXING  PERKS— IF  CONGRESS  WON'T,  IRS'  KURTZ  WILL 


If  Congress  refuses  to  pass  new  laws  increasing  income  taxes 
for  millions  of  Americans  by,  for  example,  labeling  free  em- 
ployee parking  spaces  or  recreational  facilities  as  personal 
income,  it  won't  faze  the  Internal  Revenue's  Commissioner 
Jerome  Kurtz.  You'll  remember  him  as  the  cheerful  chap  who 
suggests  that  if  a  taxpayer  wants  to  pay  less  income  tax  he 
should  "take  a  lower  paying  job." 

Most  people  seem  to  be  under  the  impression  that  the 
Internal  Revenue's  proposed  taxes  on  fringe  benefits  would  be 
largely  confined  to  the  three-martini-ing  executives  and  sales- 


men. Our  Jerry,  though,  has  no  such  limited  income  tax  boost 
in  mind. 

There's  no  gainsaying  that  Commissioner  Kurtz  has  the  will; 
and  if  Congess  will  not  give  him  his  way,  he  plans  to  get  his 
way  by  issuing  whatever  agency  directives  might  be  required. 
U.S.  News  h-  World  Report  listed  40  examples  (below)  of  the 
sort  of  fringe  benefits  he  plans  to  have  his  agents  assess  as 
added  income  for  affected  individuals.  Read  em  and  weep 
when  you  learn  of  the  additional  $millions  the  Feds  plan  to 
reap  from  millions  of  paychecks: 


1.  Price  discounts  for  store  clerks. 

2.  Free  trips  for  employees  of  airlines,  rail- 
roads and  bus  lines. 

3.  Free  tuition  for  families  of  university 
faculty  members  and  other  employees. 

4.  Free  parking  on  employers'  premises. 

5.  Overdraft  privileges  for  bank  officers  and 
directors,  often  at  low  or  no  interest. 

6.  "In  kind"  benefits  such  as  free  or  cut-rate 
telephone  and  power  service  for  retired  em- 
ployees of  phone  companies  and  other  utilities. 

7.  Use  of  company  cars  by  executives  and 
other  employees. 

8.  Cars  and  chauffeurs  provided  for  execu- 
tives of  federal,  state  and  local  governments. 

9.  Travel  reimbursement  for  employees  go- 
ing between  home  and  temporary  work  sites. 

10.  Season  sports  tickets  used  by  employees. 

11.  Free  tickets  to  the  theater  and  concerts. 

12.  Christmas  gifts  worth  more  than  $25 
from  employers. 

13.  Vacation  facilities  maintained  by  com- 
panies for  free  use  by  employees. 

14.  Conferences  at  resorts  for  "sales  lead- 
ers" and  spouses. 

15.  Employment-agency  fees  and  ex- 
penses of  interview  trips  paid  by  prospective 
employers. 


16.  First-class  air  travel  when  first  class  is 
not  essential  to  the  business  of  company  offi- 
cers and  directors. 

17.  Rebates  to  employees  who  buy  their 
firms'  products. 

18.  Free  subscriptions  and  low-cost  gift 
subscriptions  for  employees  of  periodicals. 

19.  Executive  use  of  assistants  and  other 
staff  members  on  personal  matters. 

20.  Free  residences  for  executives. 

21.  Free  receptions  and  entertainment  for 
wives  at  trade  conventions. 

22.  Free  on-the-job  training. 

23.  Loans  to  employees  at  low  or  no 
interest  to  buy  company  stock  or  for  other 
purposes. 

24.  Employers'  credit  cards  used  by  em- 
ployees to  shift  interest  costs  to  the  firm. 

25.  Old-age  homes  provided  by  companies 
for  their  retired  employees. 

26.  Executive  membership  in  lunch  and 
country  clubs. 

27.  Home  improvements  for  executives 
that  are  paid  for  by  employers. 

28.  Financial  counseling  and  accounting 
services  provided  by  firms  for  executives. 

29.  Employee  cafeterias  and  executive  din- 
ing rooms  offering  subsidized  prices. 


30.  Lunch  and  dinner  money  provided  for 
employees  in  all  sorts  of  situations. 

31.  Deferred  pay  for  executives  who  each 
year  elect  to  forego  a  specific  amount  of  their 
salaries  and  channel  it  into  tax-sheltered  in- 
vestment accounts. 

32.  Executive  trips  on  company  planes  to 
resorts. 

33.  Annual  medical  checkups. 

34.  Company  picnics.  Christmas  lunches, 
parties. 

35.  Bodyguards  for  corporate  executives. 

36.  Taxi  fares  for  employees  coming  or  go- 
ing after  dark. 

37.  Tennis,  squash  courts,  swimming  pools, 
other  recreational  facilities  provided  by  com- 
panies for  free  use  by  employees. 

38.  Free  transportation  to  plants  or  offices 
in  distant  locations  or  unsafe  neighborhoods. 

39.  For  Americans  working  overseas,  such 
benefits  as  education  for  children,  residences 
at  military  or  government  posts. 

40.  For  members  of  Congress,  haircuts, 
shoestiines,  discounts  on  merchandise,  trans- 
portation and  meal  reimbursements,  limou- 
sines, parking,  personal  work  by  secretaries, 
day-care  facilities,  picture  framing — and  one 
free  steamer  trunk  each  session. 


CHEVY  CHASE  IS  THE  MOST  REFRESHING  WIT 

in  this  mostly  witless  world — to  wit:  David  Frost  asked  him  aware  Chevy  said  he  d  choose  "The  King  Tut  exhibit.  That 
what  he  would  choose  to  put  in  a  time  capsule  and  the  ever-     would  confuse  people  in  the  future." 
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EXPLOSIVE  COOKBOOK 

Most  of  the  country  had  to  be  bewildered,  or  at  least 
bemused,  by  the  big  fuss  the  media  made  over  Random 
House's  "recall"  of  one  recipe  in  one  of  the  perpetual  stream  of 
cookbooks  pouring  from  the  publishing  presses  of  America. 

In  this  recalled  recipe  from  Woman's  Day  Crockery  Cuisine, 
after  four  hours  in  a  crockery  cooker,  the  stuff  could  explode 
and  shatter  the  cooker's  inner  lining.  That  recipe  deserves  a 

THE  JAPANESE  ONE 

What  to  do  when  chief  executives  who've  aged  out  or  for 
other  reasons  are  out  as  head  men  is  a  problem  every  company 
faces  sooner  or  later — some  more  often  than  others. 

Some  are  made  chairman.  They  preside  but  don't  rule. 
Others  are  named  to  head  the  executive  committee. 

But  Honda,  which  grew  so  vast  that  founder  Soichiro  Honda 

WHY  CAN'T  SUMMER  SUITS 

ever  hold  their  press? 


RECIPE— THAT'S  NEWS? 

Congressional  Health  Honor  Medal.  It  merely  shatters  the 
crockery  cooker's  lining.  Most  recipes  shatter  people's  tum- 
mies along  with  their  will  power. 

Maybe  when  the  Federal  Trade  Commission  is  through 
baby-sitting  breakfast  cereals,  it  should  start  banning  cook- 
books that  contain  recipes  involving  sugar  and  spice  and  every- 
thing that  makes  eating  nice. 

UP  US  ONCE  AGAIN 

no  longer  was  active  in  its  management,  came  up  with  a  new 
wrinkle  in  entitlements  for  one  entitled.  On  Mr.  Honda's 
corporate  stationery  is  this  title: 
Supreme  Advisor. 

Now,  how  do  you  beat-  that  for  an  answer  to  a  common 
corporate  problem? 

LEISURE  SUITS 

suit  neither  function. 


NOW  IS  THE  TIME  TO  BUY  STOCKS  AND  BONDS 

By  M.S.  FORBES  Jr. 


— if  you  haven't  already  lost  most  of 
your  money  from  such  investments. 

The  equity  and  debt  markets  may 
fall  further,  but  few  investors  ever  got 
rich  trying  to  buy  at  the  precise  bot- 
tom. The  fundamentals  are  better  than 
the  markets,  and  they  will — eventual- 
ly— be  reflected  in  higher  prices. 

The  bears  say  we're  headed  for 
double-digit  interest  rates.  But  unless 
the  Federal  Reserve  completely  loses 
its  sense  of  proportion — and  under 
noneconomist  Chairman  Miller  that 
isn't  likely — the  squeeze  on  credit 
will  ease  by  the  end  of  the  summer. 

Don't  let  the  monetarists'  obses- 
sion with  money  supply  mislead  you. 
The  smart  investor,  for  instance, 
knows  better  than  to  invest  solely  on 
the  basis  of  a  company's  reported 
earnings  per  share  and  projected 
earnings.  He  looks  at  the  balance 
sheet,  the  accounting  principles 
used,  the  company  s  position  vis-a-vis 
competitors,  etc.  Monetarists  ignore 
other  factors,  the  primary  one  being 
that  the  economy's  growth  is  slowing 
(Forbes,  July  10,  p.  103).  That  alone 
will  ease  inflationary  pressures. 

On  the  government  side,  the  Car- 
ter Administration  is  paying  closer 
attention  to  the  inflationary  impact  of 
new  regulations.  It  is  going  to  crack 
down  on  Congress'  game  of  passing 
programs  one  year  but  deferring 
funding  to  the  next— which  has  the 


result  of  mandating  future  spending, 
thereby  reducing  the  discretion  of 
federal  budgeters  in  allocating  funds. 
The  President  has  also  threatened  to 
veto  a  number  of  big  spending  bills. 

The  success  of  the  Jarvis  amend- 
ment in  California  merely  reinforces 
the  extraordinary  slowdown  in  the 
growth  of  state  and  local  spending 
that  began  in  1975. 

Another  important  factor  for  the 
stock  market — both  foreign  and  do- 
mestic institutional  investors  are 
flush  with  cash. 

Moderate  economic  growth.  Grow- 
ing restraints  in  government  spend- 
ing and — unbelievably! — some  less- 
ening of  new  regulations.  An  impres- 
sive amount  of  investment  liquidity. 
Slackening  demand  for  long-term 
money  by  business.  These  are  hardly 
the  ingredients  for  a  sustained,  torrid 
inflation  and  sky-high  interest  rates. 

As  for  stocks,  corporate  profits  are 
moving  up  and  dividends  are  grow- 
ing. There  were  3,000  dividend  hikes 
in  1977,  and  there  should  be  a  goodly 
number  in  1978. 

A  recession?  This  writer  doesn't 
believe  we'll  get  it  next  year,  but 
even  if  we  do,  it's  being  discounted 
by  the  stock  market  now.  Remem- 
ber, the  huge  rally  from  the  depths 
of  the  1974  crash  came  as  the  econo- 
my was  beginning  to  contract.  Inves- 
tors were  anticipating  a  recovery. 


The  political  climate  for  stocks  is 
improving.  Who  would  have  thought 
that  an  amendment  rolling  back 
the  maximum  capital-gains  rate  to  its 
1969  level  would  command  such 
enormous  support  in  Congress?  Car- 
ter's populist  assertion  that  this 
is  a  giveaway  for  the  rich  has  left 
representatives  and  senators,  who 
must  win  elections  to  keep  their 
jobs,  unimpressed. 

We  are  in  a  period  not  unlike  that 
of  1946-49,  when  investors  were  so 
worried  about  another  depression 
that  they  overlooked  a  number  of  fun- 
damentally positive  developments. 

Which  stocks?  Which  bonds?  Un- 
less you  have  the  time  to  follow  indi- 
vidual stocks  yourself,  stick  to  a  hand- 
ful of  mutual  funds  such  as  Guardian 
Mutual,  Templeton  Growth  and  oth- 
ers that  have  demonstrated  a  record 
of  long-term  growth. 

Bonds?  Treasuries  have  the  enor- 
mous advantage  of  not  only  being  ab- 
solutely safe  but  also  noncallable.  You 
can  keep  them  til  maturity,  whereas 
most  long-term  corporate  bonds  can 
be  snatched  away  from  you  five  years 
after  they  have  been  issued.  There 
are  also  a  number  of  bonds  with  un- 
deservedly low  ratings,  such  as  Tele- 
dyne  7s  of  1999  or  Itel's  95/8s  of  1998. 
These  issues  not  only  have  good 
yields  but  also  sell  below  par,  which 
gives  you  some  call  protection. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — A/SF 


About  Sex  and  Death 

Someone  once  said  to  Yeats  that  only  a 
fool  spent  a  lot  of  time  thinking  about  sex 
and  death,  to  which  Yeats  retorted  that 
only  a  fool  spent  a  lot  of  time  thinking 
about  much  else.  Yeats'  priorities  have 
certainly  swept  the  novelistic  field  since 
the  great  days  of  19th-century  triple- 
deckers,  with  their  broad  social  and  his- 
torical perspective:  a  Victorian  would 
probably  be  as  puzzled  by  the  narrow 
concerns  of  our  novels  as  we  would  be  by 
comparable  limitations  in  their  lovemak- 
ing  techniques. 

— Katha  Pollitt, 
NY.  Times  Book  Review 

Arming  the  President 

A  President  is  disarmed  unless  he  can 
seize  the  nation's  moral  imagination. 
Carter  cannot  seize  it  with  his  rhetoric: 
remarkably,  53  years  with  the  King 
James  Bible  have  not  given  him  a  flair  for 
stirring  cadences. 

So  he  needs  all  the  help  he  can  get 
from  what  remains  of  the  nation's  rever- 
ence for  the  Presidency.  After  an  Admin- 
istration of  Prussian  arrogance  and  Sicil- 
ian corruption,  it  was  fine  for  Gerald 
Ford  to  invite  the  networks  to  watch  him 
toast  muffins.  But  in  other  times,  the 
Presidency  should  be  clothed  in  majesty, 
not  denim. 

Although  it  goes  against  the  American 
grain  to  say  so,  Nixon  had  a  serious  idea 
when  he  put  White  House  guards  in 
those  unfortunate  uniforms.  His  idea, 
shared  by  de  Gaulle,  was  that  especially 
in  a  democracy,  the  authority  of  govern- 
ment, and  particularly  of  the  Executive, 
depends  on  an  element  of  grandeur.  His 
idea  deserved  a  better  tailor. 

— George  F.  Will,  Newsweek 


Cycle-Parts  Chick 

Why  is  it  that  90%  of  the  guys  I  en- 
counter think  of  a  girl  as  a  brainless  idiot 
whose  mechanical  ability  goes  no 'farther 
than  plugging  the  electric  can  opener 
nidi  an  outlet  on  the  wall?  When  the  one 
I  work  with  in  parts  is  busy  with  a 
customer  and  I'm  not,  the  guys  that 
come  into  the  shop  for  parts  always  go 
and  stand  in  line  behind  my  fellow  em- 
ployee's customer.  Once  in  a  while  I  get 
a  brave  soul  who  will  tell  me  their  prob- 
lem, and  if  I've  helped  them  any,  they 
say  thanks,  adding  that  they  didn't  think 
chicks  knew  anything  about  bikes.  I  truly 
resent  the  fact  that  they  think  you're 
stupid  because  you're  a  girl. 

— letter  in  Cycle  magazine 


You  know  the  three  great 
lies:  the  check  is  in  the 
mail;  I'm  going  to  love  you 
as  much  in  the  morning  as  I 
do  tonight;  and  I'm  from 
the  government  and  here 
to  help  you. 

— George  Kuper,  executive  director 
of  the  federal  Center  for  Productivity 
&  Quality  of  Work  Life 


Civil  Service 
Needs  Overhauling 

While  there  are  many  highly  compe- 
tent, dedicated  civil  servants,  the  per- 
centage of  the  civil  servants  who  are  not 
earning  what  the  taxpayers  are  paying 
them  is  almost  as  high  as  any  figure  you 
ever  heard  by  any  right-winger  you  ever 


hated.  There  is  a  very  substantial  num- 
ber of  people  on  the  civil  service  rolls 
who  are  literally  bilking  the  taxpayer. 
— Eileen  Shanahan,  Assistant  Secretary, 
Department  of  H1AV 

In  an  effort  to  fire  a  single  [federal] 
employee,  a  manager  can  spend  any- 
where from  25%  to  .50%  of  his  working 
hours  for  a  period  ranging  from  six  to  18 
months  at  an  estimated  cost  to  the  tax- 
payers of  $100,000. 

— Time  magazine 

We9 re  Now  Suitable 

Even  in  Greenwich  Village,  for  years! 
now  a  capital  of  Proletarian  Drag  and, 
Conspicuous  Outrage  as  regards  dress 
styles  of  both  sexes,  male  attire  is  inch- 
ing its  way  toward  conservatism.  One 
can  again  walk  through  Sheridan  Square] 
wearing  a  suit  and  tie  without  feeling  like 
Hohenzollern. 

— John  Brooks 

Ttvo-Bit  Politics 

President  Carter  aimed  his  populist 
heavy  cannons  at  the  Steiger-Hansen 
capital  gains  rollback  amendment,  call- 
ing it  a  plan  that  provides  "huge  tax 
windfalls  for  millionaires  and  two  bits  for 
the  average  American."  When  you  con-l 
sider  that  60-odd  Senators  and  a  sizable! 
chunk  of  the  House  are  backing  thel 
Steiger  amendment,  the  President  m 
claim  takes  on  a  burden  of  political  im-l 
plausibility.  Millionaires  don't  have  thatl 
many  friends  in  Congress  in  an  election! 
year.  .  .  .  [Many]  ordinary  individuals! 
[are]  forced  by  circumstances  to  take  I 
capital  gain  in  grossly  inflated  dollars  ! 
and,  under  present  law,  would  pay  I 
heavy  tax  on  inflation.  Obviously,  thel 
Congress  understands  all  this  better  tharl 
the  President.  Backers  of  the  Steigeil 
amendment  might  be  forgiven  if  t  hey  I 
categorized  the  President's  statements  a?l 
two-bit  politics. 

— Wall  Street  Journal  editoria  I 

Paging  Kurtz  of  IRS 

If    Congress    feels    fringe  benefit.'l 
should  be  taxed,  then  Congress  and  no  I 
some  administrative  agency  should  act.  I 
— Representative  William  Armstronjil 

(R-Col.  I 

The  IRS  proposals  to  tax  fringe  bene  l 
fits  will  affect  virtually  every  working! 
American  and  will  raise  the  real  ta.l 
burden  for  each  one  by  at  least  $24(1 
per  year. 

— Representative  Jack  Kemp  (R-N.Y.  I 
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Some  people  set  their  sights  higher  than  others. 


Seagrams  V.O. 

Bottled  in  Canada.  Preferred  throughout  the  world. 

CANADIAN  WHISKY.  A  BLEND-  OF  CANADA'S  FINEST  WHISKIES.  6  YEARS  OLD.  86.8  PROOF.  SEAGRAM  DISTILLERS  CO.,  N.Y.C. 


Mercedes-Benz  unveils  a  new  kind  of 
performance  automobile: 
the  300SDTurbodiesel  Sedan 

Its  turbocharged  engine  boosts  power  and  torque  and  transforms  Diesel  performance, 
yet fuel  appetite  is  actually  cut.  And  this  advance  is  matched  by  the  car  itself  - 

the  most  capable,  most  sumptuous  Diesel  in  Mercedes-Benz  history. 
The  300 SD  Turbodiesel  Sedan:  the  boldest  forward  stride  since  Mercedes-Benz 
built  the  worlds first  production  Diesel  automobile  42  years  ago. 


Moving  with  the  smooth  ease  and 
eager  response  you  might 
expect  only  from  a  gasoline  engine, 
the  new  Mercedes-Benz  300  SD 
Turbodiesel  Sedan  responds  vividly 
to  your  throttle  foot  even  at  low 
speeds... even  in  highway  passing 
...even  on  long  uphill  climbs. 

Meanwhile,  the  Turbodiesel 
retains  that  workhorse  efficiency 
you  can  only  expect  from  a  Diesel - 
sipping  the  cheapest  automotive 
fuel  sold  in  America,  devoid  of 
spark  plugs  and  carburetors  and 


points,  all  but  immune  to  conven- 
tional tune-ups. 

In  a  single  technical  master- 
stroke, the  most  desirable  traits  of  a 
gasoline  and  a  Diesel  engine  have 
been  blended  into  one.  An  advance 
significant  enough  to  make  this  not 
just  a  new  kind  of  Diesel  but  a 
unique  new  kind  of  car. 

Five  supercharged  cylinders 

That  masterstroke  is  turbocharging 
of  the  300SD's  five-cylinder  engine. 
Named  after  the  turbine  princi- 


ple it  follows,  a  turbocharger  har 
nesses  the  engine's  own  exhaust 
gases  to  radically  increase  the  suf 
ply  of  air  fed  into  the  cylinders - 
Ikerally supercharging  them  with 
for  more  volatile  combustion 

Turbochargers  have  appeared 
many  types  of  engines,  but  never 
til  now  on  the  engine  of  a  Diesel 
tomobile.  The  effect  is  amazing. 
Maximum  power  is  boosted  by  4. 
percent,  for  example,  and  maxi- 
mum torque  by  46  percent. 

And  the  driving  experience 


r 


nakes  even  those  numbers  pale, 
rhat  old  Diesel  stigma  of  feeble 
orque  and  leisurely  pickup  has 
vanished  in  a  burst  of  turbocharged 
energy  This  is  one  Diesel  that  can 
Dreak  away  from  stoplights  and 
ollbooths  with  the  traffic,  not 
?ehind  it.  That  extra  thrust  you  need 
jn  freeway  entrance  ramps  can 
)e  found.  You  can  sustain  a  normal 
driving  pace  on  the  Interstates, 
lour  after  hour. 

Mercedes-Benz  test  data  show 
hat  although  400  pounds  heavier 
han  its  lively  300  D  Sedan  stable- 
nate,  the  Turbodiesel  can  zip  from 
:ero  to  55  mph  in  2.6  seconds  less 
ime-  placing  it  among  the  quickest 
Diesel  cars  in  history. 

No  minor  feat  for  an  engine  of 
>nly  three  liters  or  183. 0  cubic 
nches  in  capacity;  yet  no  great  sur- 
)rise  for  an  engine  so  efficient  that  it 
jroduces  .601  horsepower  per  cubic 
nch  of  displacement  -  the  best  ratio 
)f  power  to  engine  size  of  any 
Diesel  passenger  car  power  plant 
n  the  world. 

Fuel  appetite  down 

tartling  as  it  may  seem,  this  extra 
lerformance  helped  reduce  the 
urbodiesel  engine's  normal  appe- 
te  for  fuel. 

Turbocharging  so  handily  solved 
le  Diesel  need  for  power  that  it 
•eed  the  engineers  to  specify  a 
lore  economical  rear-axle  ratio  -  in 
ffect,  gearing  the  car  to  go  further 
n  the  power  produced  by  a  given 
allon  of  fuel. 

Consider  the  Turbodiesel's  per- 
')rmance.  Then  consider  that  EPA 


lazing  turbocharger  device  weighs 
ly  17  pounds  but  boosts  horsepower  by 
percent. 


Each  piston  in  the  5-cy  Under  Turbodiesel 
engine  is  cooled  by  a  fine  spray  of  oil 
injected  from  below. 

estimates  show  29  mpg  in  highway 
driving  and  24  mpg  in  the  city.  Natu- 
rally, your  mileage  will  depend  on 
the  condition  and  equipment  of 
your  car  and  on  where  and  how 
you  drive. 

Record-breaking  reliability 

This  breakthrough  has  hardly  been 
rushed  to  the  market.  Mercedes- 
Benz  placed  the  300 SD  Turbodiesel 
engine  in  production  only  after  5 
years  of  testing  -  and  only  after  plac- 
ing it  in  the  reliability  record  books. 

Fitted  with  a  modified  version  of 
this  engine,  a  C-lll-3  research  car 
went  out  on  April  30, 1978  and  set 
nine  world  records- including  one 
stint  of  2,345  miles  in  twelve  hours 
at  an  average  speed  of  195. 39  mph. 
For  the  entire  record  run,  the  engi- 
neers report  a  fuel  mileage  figure  of 
14.7  mpg. 

A  car  apart 

The  Diesel  turbocharging  trail 
blazed  by  Mercedes-Benz  with  the 
Turbodiesel  may  some  day  be  fol- 
lowed by  others.  But  no  Diesel  en- 
gine will  ever  share  the  privilege  of 
propelling  a  comparable  car.  It  is 
the  unique  combination  of  that  en- 
gine and  this  automobile  that  truly 
sets  the  Turbodiesel  apart. 

As  befits  the  most  elegant  Diesel 
Mercedes-Benz  has  ever  built,  the 
Turbodiesel  sits  on  the  longest 
wheelbase  of  any  Diesel  car  pro- 
duced by  the  company  in  modern 
times,  "let  its  turning  circle  is  a  tight 
38  feet  and  its  crisp  handling  lets 
you  nip  through  traffic. 


Fastidious  engineering  is  every- 
where. You  glide  along  on  a  suspen- 
sion that  is  neither  spongy  nor  harsh, 
but  designed  to  provide  both  ride 
comfort  and  roadholding.  The  key  is 
the  independent  suspension  of  all 
four  wheels,  allowing  each  wheel  to 
individually  react  to  the  road  surface. 

Each  shock  absorber  is  gas  pres- 
surized to  help  cushion  even  minor 
ripples.  The  automatic  transmission 
provides  not  three  but  four  speeds, 
and  the  option  of  shifting  for  your- 
self if  you  prefer.  From  a  mono- 
coque  body  shell  to  11-inch  disc 
brakes  at  all  four  wheels,  nothing 
from  the  vast  store  of  Mercedes- 
Benz  technical  expertise  has  been 
held  back. 


This  turbocharged five-cylinder  Mercedes-Benz 
Diesel  research  car  just  shattered  nine  world 
speed  records -including  one  lap  at  an  aver- 
age speed  of 2033 7  mph. 

Inside,  you  and  your  passengers 
are  a  coddled  group:  surrounded  by 
thick  padding,  velour  carpet  under- 
foot, cradled  in  spacious  seats  front 
and  rear.  Bi-level  climate  control, 
electric  windows,  automatic  cruise 
control,  central  vacuum  locking 
system  and  AM/FM  stereo  radio  are 
all  built  in. 

Also  built  into  your  300 SD  Turbo- 
diesel: 120  safety  features,  perhaps 
the  most  attractive  fact  of  them  all. 

Summing  it  up 

In  1886,  the  gasoline-powered  auto- 
mobile was  pioneered  by  the  two 
men  who  founded  Mercedes-Benz. 
In  1936  came  the  world's  first  pro- 
duction Diesel  passenger  car,  again 
from  Mercedes-Benz.  And  now  in 
1978  begins  the  era  of  the  turbo- 
charged Diesel  passen- 
ger car. 

And  once  again,  the  in- 
novator is  Mercedes-Benz. 

©1978  Mercedes-Benz 


In  the  world  of  European  finance, 
the  Pyramid  is  structured  to  handle  any  need 


limited  to  just  our  European  network. 

Wherever  you  see  the  Bankers  Trust  Pyramid,  you 
dealing  with  a  full  service  bank  in  the  fullest  sense  oft 
word,  with  the  capacity  to  raise,  lend  and  mana 
money  worldwide. 

Wherever  financial  needs  arise,  doing  businc 
with  the  Pyramid  can  be  a  rewarding 
experience. 

Whether  it  is  in  Amsterdam.  Antwerp. 
Athens.  Birmingham.  Brussels.  Copen- 
hagen, Dusseldorf,  -  Frankfurt.  Ghent.' 
Hamburg.  Liege.  London.  Madrid.  Man- 
chester. Milan.  Munich.  Paris.  Rome  or 
Zurich. 

Bankers  Trust  Comparo 

280  Park  Avenue.  New  York.  NY.  10017 
International  Banking  Subsidiaries  in  the  United  States:  Chicago,  Houston.  Los  Angeles  and  Miami. 
Overseas  Branches:  LONDON,  BIRMINGHAM,  MILAN,  PARIS,  TOKYO,  SINGAPORE.  NASSAU.  PANAMA  CITY  and  BAHR/ 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation  ©Bankers  Trust  Comj 


As  our  symbol  suggests,  Bankers  Trust  can  rise  to 
meet  even  the  most  demanding  requirements  in  Euro- 
pean markets. 

With  a  comprehensive  range  of  commercial  and 
investment  banking  services  for  both  local  and  interna- 
tional needs. 

For  this  purpose,  we've  established  a  network  of 
branches,  subsidiaries,  affiliates  and  representative 
offices  in  ten  European  countries.  Making  us  better  able 
to  serve  the  needs  of  both  corporate  and  financial 
institutions. 

And  we  will  treat  those  needs  with  the  kind  of 
professionalism,  expertise  and  personalized  service  that 
has  made  Bankers  Trust  stand  out  in  key  financial  cities 
in  Europe. 

Of  course,  this  high  standard  of  performance  is  not 


It  INltfKS  1  V 


Forbes 


McDonnell  Douglas'  Cool, 
Cautious  Strategy 

Boeing  is  grabbing  the  headlines  these  days,  but  as  its 
rival  points  out,  "They're  gambling  the  company."  McDonnell 
Douglas  is  playing  the  game  quite  differently. 


By  JAMES  FLANIGAN 

The  word  prudence,  as  defined  by 
Webster:  sagacity,  skill  and  good  judg- 
ment in  the  management  of  affairs,  cau- 
tion or  circumspection  as  to  risk.  All  the 
virtues,  that  is,  save  daring. 

Prudence,  fittingly  a  virtue  of  age,  is 
the  word  for  McDonnell  Douglas  Corp. 
today.  McDonnell  is  a  family  company 
led  not  only  in  spirit  but  also  in  the  flesh 
by  its  79-year-old  founder  and  chairman, 
James  S.  McDonnell.  In  the  face  of  a 
challenge  in  the  U.S.  commercial  plane 
market  from  the  European  government- 
backed  consortium  Airbus  Industrie  and 
recognizing  Boeing's  huge  financial  fire- 
power, McDonnell  Douglas,  the  num- 
ber-two U.S.  planemaker,  has  quietly 
dropped  out  of  the  contest  to  build  the 
next-generation  commercial  jet.  In  sharp 
contrast,  its  chief  competitor,  Boeing 
Co.,  is  talking  of  building  not  one  but 
three  new  airplanes  in  a  move  both  to 
defend  and  to  establish  firmly  for  the 
future  its  primacy  as  the  world's  number- 
one  commercial  aircraft  manufacturer. 
At  the  company's  modern  headquar- 
I  ters  hard  by  St.  Louis  airport,  MD  peo- 
l  pie  shudder  at  the  magnitude  of  Boeing's 
risk.  "They're  gambling  the  company.  If 
1  they  make  the  wrong  decision  they  could 
be  in  real  trouble."  So  says  President 
Sanford  McDonnell,  "Old  Mac's"  55- 
b  year-old  nephew,  who  holds  the  title  of 
I  chief  executive.  (Two  of  Old  Mac's  sons 
I  are  also  high  up  in  the  company:  John, 
N  executive  vice  president,  and  James  S. 
Ill,  vice  president-marketing.) 

MD,  by  contrast,  is  playing  a  cool  but 
i  cautious  game.  It  is  the  U.S.'  largest 
I  defense  contractor,  currently  getting 
,  three-fourths  of  its  $3.5-billion  revenues 
I  from  government  business.  (Boeing 
I  hasn't  won  a  major  new  defense  job  since 
the  Airborne  Warning  &  Control  System 
I  in  1970.)  McDonnell  Douglas  builds  the 
I  world's  most  successful  fighter  of  recent 
times,  the  F-4  Phantom,  and  is  now  well 
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into  production  for  the  Air  Force  with 
the  F-15,  called  the  world's  best  fighter 
plane  in  a  recent  Senate  debate  over  the 
sale  of  F-15s  to  Saudi  Arabia.  Adding  to 
its  riches,  MD  will  be  the  manufacturer 
of  the  new  F-18  fighter  for  the  Navy.  The 
company's  basic  fighter-making  business 
is  better  than  it  has  ever  been  and  is 
secure  into  the  1990s.  In  backing  away 
from  building  a  new  commercial  jet,  MD 
is  scarcely  bereft  of  opportunities. 

Eleven  years  ago  McDonnell  entered 
the  commercial  aviation  field  by  acquir- 
ing troubled  Douglas  Aircraft.  The 
merger  has  not  brought  joy  to  the  fight- 
er-plane maker.  Douglas  has  produced 
losses  more  years  than  not  and  is  cur- 
rently in  the  red.  MD  lost  $49.6  million 
on  commercial  aircraft  last  year  while 
earning  $123  million  overall;  almost  all 
the  profit  was  in  government  business. 
The  difficulty  has  been  the  long  years  of 
waiting  for  profit  on  the  DC-10,  the  com- 
pany's 270-passenger,  wide-bodied  jet 


airliner,  which  went  into  production  sev- 
en years  ago.  That  particular  project  still 
has  $629  million  of  deferred  develop- 
ment and  tooling  costs  on  the  books. 
Reason  enough  for  prudence. 

The  DC-10  is  neither  dead  nor  dying. 
The  company  is  receiving  DC-10  orders 
at  a  good  clip — 20  so  far  this  year  at  some 
$32  million  per  plane — and  the  end  of 
amortizing  those  deferred  costs  is  firmly 
in  sight,  by  1982.  No  sword  of  Damocles 
hangs  over  McDonnell  Douglas. 

Still,  the  DC-10  was  a  rough  experi- 
ence for  Old  Mac  and  his  able  nephew. 
They  don't  much  want  to  relive  it.  It 
costs  at  least  $1  billion  to  build  a  new 
airplane  from  scratch  these  days.  MD 
has  such  money.  Its  shareholders'  equity 
is  over  $1  billion,  its  long-term  debt  is 
only  $79  million,  and  at  the  end  of  the 
first  quarter  MD  had  over  $500  million 
in  cash.  But  the  thought  of  betting  it  all 
is  daunting,  especially  under  accounting 
rules  which  since  1974  have  dictated  that 


all  development?  costs  be  ex- 
pensed. "One  of  the  agonies  of 
this  business,"  says  MD  Trea- 
surer Jerry  Brown,  "is  that  the 
investment  is  all  written  off  as 
you  spend  it." 

"We  and  Boeing  are  in  a 
good  cash  position,"  adds  San- 
ford  McDonnell  (Boeing  has 
over  $1  billion  in  cash),  "but  a 
brand-new  program  can  soak 
up  all  the  cash  we  have,  all  the 
cash  they  have. " 

It  may  seem  odd  that  there 
should  be  urgent  talk  of  a  new 
airliner  at  this  time.  The  air- 
lines' past  record  at  predicting 

traffic  growth  has  been  woeful.   

The  aircraft  makers  them- 
selves— Boeing,  MD  and  Lockheed — all 
had  brushes  with  varying  degrees  of  di- 
saster when  markets  failed  to  materialize 
in  the  1970s  for  large  aircraft  they  began 
building  in  the  1960s. 

But  passenger  traffic  has  been  growing 
almost  9%  a  year  since  1975,  and  this 
year  it  is  leaping  ahead  15%  in  response 
to  discount  fares.  The  airlines  are  broad- 
ly operating  at  62%  of  capacity,  which 
means  that  they  are  turning  away  pas- 
sengers during  the  late  Friday  and  early 
Monday  rush  hours. 

The  Europeans,  hungry  to  carve  out  a 
place  in  world  aircraft  markets,  sense  a 
gap  at  around  200  passengers  in  the  size 
of  aircraft  available  on  the  world  market. 
At  present  Boeing  straddles  but  does  not 
fill  that  market,  with  its  135-passenger 
727  and  the  385-seat  747.  MD  makes  the 
125-to- 135-passenger  DC-9  and  the  270- 
seat  DC-10  and  is  stretching  its  DC-9  to 
155  seats.  Again,  no  200-seaters.  Lock- 
heed makes  the  290-passenger  L-1011 
and  is  trying  to  interest  airlines  in  a 
smaller  version. 

The  big  competition  is  shaping  up  be- 
tween the  Europeans'  proposed  200-seat 
B-10  and  Boeing,  which  wants  to  start  a 
new  series  of  airplanes  with  a  200-pas- 
senger  767  for  medium  distances — typi- 
cally 1,500  miles.  MD  contemplated  a 


F-15  Eagle:  The  fighter  that  the  U.S.  Air  Force  and  Israel 
and  Saudi  Arabia  and  even  Japan,  which  will  build  100 
under  license,  call  the  world's  best. 


similar-size  version  of  its  DC-10  but 
abandoned  any  real  effort  when  it  saw 
Boeing  and  Airbus  Industrie  advancing 
on  the  market  with  virtually  identical 
airplanes. 

The  McDonnells  have  good  memo- 
ries. Ten  years  ago  MD  and  Lockheed 
brought  out  similar  airplanes  simulta- 
neously and  got  into  a  price-slashing  bat- 
tle to  sell  them.  The  result  was  losses  for 
MD  and  a  Lockheed  retrieved  from 
bankruptcy  by  government  intervention. 

Says  tall,  athletically  trim  Sanford  Mc- 
Donnell in  tones  both  glacial  and  Prince- 
tonian:  "The  U.S.  government  chose  not 
to  let  the  competitive  free-enterprise 
forces  play.  It  would  have  made  a  tremen- 
dous difference  if  those  forces  were  al- 
lowed to  operate."  McDonnell  doesn't 
come  out  and  say  that  the  U.S.  govern- 
ment should  have  let  Lockheed  go  under, 
but  that  is  very  definitely  what  he  means. 
By  shoring  up  Lockheed,  Washington 
kept  the  L-1011  in  business  against  the 
similar  DC-10  and  deprived  Douglas  of  a 
near-exclusive  market  niche.  Driving  the 
point  home,  Sandy  McDonnell  adds: 
Boeing  has  made  most  of  its  money  on 
the  727  where  it  has  no  head-to-head 
competition.  If  we  had  been  in  the  same 
position  on  the  DC-10,  we  would  have  a 
better  situation." 


this  year. 
Make 


The  money  you  can  make  in 
commercial  aircraft,  once  the 
breakeven  point  is  reached,  is 
very  attractive.  Security  ana- 
lyst Bod  Watson  of  Arnold  &  S. 
Bleichroeder,  Inc.  estimates  it 
as  high  as  20%  gross  margins  on 
each  plane.  MD  will  be  making 
that  on  DC- 10s  as  early  as 
1982,  just  as  the  F-15  fighter  is 
completing  its  initial  749-plane 
order  for  the  Air  Force.  At  that 
point,  MD  could  finally  start 
making  as  much  on  commercial 
aircraft  as  on  military.  If  it  were 
doing  that  today,  its  earnings 
would  be  more  than  double  the 
$133  million  ($3.60  a  share) 
many   analysts   anticipate  for 


McDonnell  is  re- 
commercial  jets, 


no  mistake: 
maining  a  factor  in 
thanks  to  the  continued  viability  of  its 
DC-10,  a  plane  with  excellent  prospects. 

"We  intend  to  stay  in  the  commercial 
aircraft  business,"  says  Sanford  McDon- 
nell. "But  this  is  a  high-mortality  busi- 
ness. It's  smart  to  be  more  diversified 
because  of  the  ups  and  downs  of  the 
aerospace  business." 

By  way  of  such  diversification  McDon- 
nell Douglas  is  becoming  a  fairly  major 
factor  in  electronic  data  processing.  It 
now  sells  over  $100-million  worth  of 
EDP  services  to  hospitals  and  commer- 
cial customers.  It  is  paying  $150  million 
in  preferred  stock  and  cash  to  acquire 
Data  100,  a  nicely  profitable  maker  of 
computer  terminals.  With  this  acquisi- 
tion, the  company's  EDP  earnings  will 
reach  $10  million  a  year,  a  tidy  sum. 

Is  this  cautious  stance — this  diversifi- 
cation, this  avoidance  of  new  risks  in 
commercial  aviation — a  sign  of  harden- 
ing of  the  corporate  arteries?  Not  likely. 
Just  look  at  the  record  and  the  balance 
sheet.  McDonnell's  corporate  strategy  is 
based  not  on  timidity  but  on  common 
sense.  The  family  still  owns  19%  of  the 
37  million  shares.  It's  their  own  money 
they  are  playing  with.  ■ 


Who  Will  United  Fly? 


At  its  board  of  directors  meeting  on  Aug.  31,  UAL,  Inc. 
will  probably  announce  a  far-reaching  decision.  Either  it 
will  place  the  first  order  for  the  new  Boeing  767,  a  200- 
passenger  airplane,  or  it  will  buy  Airbus  Industrie's  B-10 
for  United  Airlines. 

United  is  now  analyzing  the  projected  operating  costs  of 
the  paper  airplanes  before  it.  Mainly  because  of  fuel 
prices,  operating  costs  have  gained  in  importance.  If  a 
plane  promises  to  save  $1  a  year  in  operating  costs,  an 
airline  will  pay  $3  more  in  capital  costs  to  buy  it. 

The  prices  of  the  767  and  the  B-10  are  negotiable  at  the 
moment,  but  the  figures  being  talked  about  range  from 
$20  million  to  $22  million.  One  thing  many  analysts  of  the 
industry  are  clear  about,  though:  It  doesn't  look  as  if  there 
will  be  much  profit  in  the  200-seat  airplane.  The  Europe- 


ans are  determined  to  carve  out  a  share  of  market  and  will 
dog  Boeing's  heels  wherever  it  tries  to  sell  the  767.  As  the 
B-10  is  a  derivative  of  another  airplane,  the  A-300  Europe- 
an Airbus,  its  development  costs  may  be  significantly 
lower  than  Boeing's  will  be  for  the  767 — meaning  that 
Airbus  can  offer  a  cut  rate.  ■  , 

If  Boeing  should  lose  the  competition  at  United — along 
with  American,  one  of  two  domestic  airlines  with  a  buy 
large  enough  to  launch  a  new  airplane — it  would  be 
between  a  rock  and  a  hard  place.  It  could  proceed  with 
development  of  the  767  knowing  that  it  faced  years  of 
scarcely  profitable  production;  or  it  could  stand  by  and 
watch  a  new  competitor  steal  an  attractive  segment  of  the 
future  aircraft  market.  Sometimes  it's  not  at  all  easy  being 
number  one.  — J.F. 
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Ossified:  With  America's  kids  to  buy  its  Keds  and  General  Motors  its  tires,  Uniroyal  was  a  star  in 
the  tire  and  rubber  business.  Now  its  tough  leader  is  trying  to  bring  it  back  to  life. 

Dave  Beretta's  Uphill 
Fight  To  Save  Uniroyal 

He's  doing  all  the  right  things — lopping  off  sales  and 
cutting  out  workers.  But  can  he  surmount  all  that  past  neglect? 


In  golf,  the  tough  courses — wide  sand 
traps  and  twisting  fairways — have  higher 
j  pars.  Maybe  it  should  be  this  way  with 
I  measuring  business  performance  too. 
The  fellow  who  bogeys  on  a  tricky  course 
should  get  more  credit  than  the  one  who 
birdies  on  an  easy  course. 

Consider  the  case  of  David  Beretta.  In 
the  nearly  four  years  he  has  been  run- 
ning Middlebury,  Conn. -based  Uniroy- 
al, Inc.,  he  has  worked  no  miracles  ei- 
ther on  the  balance  sheet  or  on  the  prof- 
I  it-and-loss  statement.  But  then  Uniroyal 
i  is  flush  with  sand  traps  and  trees;  it  is 
one  of  the  highest-par  companies 
around;  it  is  to  business  courses  what 
Westchester's  notorious  Wingfoot  is  to 
golfing  ones. 


When  you  include  its  heavy  capital- 
ized lease  payments,  Uniroyal  is  bur- 
dened with  $550  million  in  long-term 
debt — a  debt-to-equity  ratio  of  almost  1 
to  1.  On  top  of  that  it  groans  under  as 
much  as  $515  million  in  unfunded  pen- 
sion liabilities.  Put  the  two  together  and 
the  company  would  almost  be  under  wa- 
ter. Nor  does  it  yet  have  the  earning 
power  to  make  any  kind  of  a  dent  in  this 
mass  of  liabilities.  Earnings  last  year, 
$1.13  a  share,  represented  a  return  of 
barely  5%  on  stockholders'  equity.  Uni- 
royal was  in  the  red  in  this  year's  first 
quarter  and  prospects  for  the  full  year 
are  a  dismal  70  cents  a  share,  according 
to  estimates  by  Prescott,  Ball  &  Turben  s 
tire-and-rubber  analyst,  Harry  Millis. 


This  is  a  situation  Beretta,  50,  a  tough- 
minded  chemical  engineer,  inherited 
from  many  years  of  neglect.  He  has  done 
what  he  can  about  it,  but  Uniroyal's  abil- 
ity to  replace  outdated  plant  and  equip- 
ment is  limited  by  low  earnings  and  a 
high  debt  ratio.  Beretta  spent  $102  mil- 
lion last  year  for  plant  and  equipment — 
virtually  his  entire  cash  flow.  But  this 
was  a  pittance  compared  with  capital 
spending  done  by  his  competitors,  a 
mere  half  of  The  Firestone  Tire  &  Rub- 
ber Co.'s  outlays  and  about  a  third  of  The 
Goodyear  Tire  &  Rubber  Co.  's. 

As  the  U.S.  Rubber  Co.,  Uniroyal 
was  Du  Pont-controlled  and  the  prime 
tire  supplier  to  General  Motors,  but  a 
series  of  antitrust  suits  ended  this  cozy 
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deal.  As  maker,  of  Keels  sneakers  and 
Sperry  Top-Siders  it  was  once  the  U.S.' 
biggest  maker  of  rubber-soled  footwear. 
Flagging  technology  and  cheap  im- 
ports, however,  ate  sharply  into  shoes' 
profitability. 

Last  month  Beretta  threw  in  the  towel 
on  Keds  and  Top-Siders,  selling  the  divi- 
sion to  private  investors. 

Tires?  Uniroyal  has  maybe  19%  of 
the  60-million-tire-a-year  original-equip- 
ment market,  as  against  Goodyear' s  34% 
and  Firestone's  23%.  In  the  more  profit- 
able replacement  market,  Uniroyal's  po- 
sition is  even  weaker:  about  11%  to 
Coodyear's  27%  and  Firestone's  24%. 

For  all  dI  this,  Uniroyal  is  a  big  com- 
pany. Sales  last  year  were  a  record  $2.6 
billion  and  total  assets  were  $1.7  billion. 
The  trouble  is  that  much  of  this  volume 
is  simply  not  profitable.  In  fact,  39%  of 
the  profit  last  year  came  from  the  chemi- 
cal, rubber  and  plastic  materials  busi- 
ness, which  contributed  only  15%  of 
sales.  Beretta  has  been  trying  to  get  rid 
of  unprofitable  volume  in  order  to  free 
capital  for  the  more  promising  business- 


es— hence  the  sale  of  Keds.  Already  Be- 
retta has  closed  or  sold  assets  that  ac- 
counted for  over  $275  million  in  sales 
and  employed  some  13,000  workers;  you 
certainly  can't  contend  that  he  has  been 
shying  away  from  tough  decisions. 

Besides  the  rubber  footwear  division, 
Beretta  is  right  now  selling  off  the  old 
Royal  brand  golf  equipment.  Already 
gone  are  the  $23-million-sales  William 
Heller  Knit  fabrics  business  and  the  out- 
moded bias-tire  operation  in  Los  Angeles. 
As  a  result  of  all  this  and  a  good  deal  more 
pruning,  Uniroyal  now  gets  over  $48,000 
in  sales  per  worker,  as  against  less  than 
$25,000  in  1970.  Equally  important,  over 
$140-million  worth  of  capital  has  been 
freed  up — capital  Beretta  can  invest  in 
more  profitable  areas.  One  prime  candi- 
date: Uniroyal's  $391-million  (sales) 
chemical,  rubber  and  plastic  materials 
division,  which  earned  an  operating  profit 
of  18.5%  on  its  assets  last  year,  over  twice 
the  return  earned  by  the  tire  division. 

But  Dave  Beretta  seems  almost 
jinxed.  He  rolled  out  his  restructuring 
plans  in  1976;  they  coincided  almost  ex- 
actly with  the  136-day  United  Rubber 
Workers'  strike  that  tore  into  the  com- 
pany's profits.  Last  month  the  newspa- 
pers and  TV  were  full  of  reports  that 
Firestone  might  be  forced  to  recall  15 
million  of  its  steel-belted  radials.  Uni- 
royal wasn't  mentioned  but  the  bad  press 
will  certainly  spill  over  onto  the  tire  for 


which  Beretta  has  such  high  hopes. 

As  Wall  Street  sees  it,  Beretta  simply 
may  not  have  the  basic  resource — mon- 
ey— to  make  good  on  his  plans.  For  ex- 
ample  Beretta  hopes  Uniroyal's  steel- 
belted  radial  tire  will  gain  a  bigger  slice 
of  the  replacement  market.  "But  how  the 
hell  can  it?"  demands  an  analyst,  noting 
that  Uniroyal  operates  around  200  retail 
stores,  against  2.000  for  Goodyear  and 
1,600  for  Firestone. 

Meanwhile,  much  of  the  money  that 
could  expand  the  retail  business  and 
modernize  factories  is  being  bled  off  by 
that  $515  million  in  unfunded  pensions, 
a  hangover  from  the  postwar  years  when 
Uniroyal  made  no  contributions  while  its 
competitors  did.  Last  year  Uniroyal's 
pension  charge  was  $82.2  million,  3.2% 
of  gross  sales,  exactly  twice  the  pension- 
to-sales  burdens  of  Goodyear  and  Fire- 
stone. Looked  at  another  way,  Uniroyal's 
pension  costs  exceeded  $1,500  per  em- 
ployee last  year,  vs.  $711  and  $626  for 
Goodyear  and  Firestone,  respectively; 
the  pension  liability  equals  a  full  89%  of 
Uniroyal's  book  value,  against  less  than 


25%  for  Goodyear  and  10%  for  Fire- 
stone. Since  such  pension  charges  must 
be  folded  directly  into  a  company's  pro- 
duction costs,  Uniroyal's  goods  are  sim- 
ply less  competitive. 

Beretta  can  hold  pension  costs  down 
by  cutting  his  work  force.  But  even  if  all 
Uniroyal  workers  were  sacked  tomor- 
row, shareholders  would  be  left  with  a 
$20-share  obligation.  And  workers'  pen- 
sion claims  have  first  call  on  corporate 
resources.  "This,"  says  an  analyst,  "is 
why  at  Uniroyal  they  have  to  run  at  full 
speed  to  stand  still." 

But  Dave  Beretta  isn't  the  kind  of  man 
who  gives  up  easily.  He  is  busily  struc- 
turing a  plan  to  swap  new  convertible 
preferred  stock  for  $100-million  worth  of 
5V2%  convertible  subordinated  deben- 
tures. Its  balance  sheet  thus  strength- 
ened, the  company  might  float  additional 
debt  for  capital  expenditures. 

One  thing  Beretta  doesn't  have  to  wor- 
ry about:  a  takeover.  Although  the  stock 
looks  cheap  at  $7  a  share  vs.  book  value 
of  $22,  the  pension  liabilities  and  the 
dilution  that  will  result  from  the  coming 
swap  of  stock  for  bonds  mean  that  the 
true  book  value  figure  is  much  lower 
than  the  historical  figure. 

If  Dave  Beretta  can  turn  this  one 
around  he  certainly  will  rate  a  place  in 
the  business  hall  of  fame.  He  might  just 
do  it,  given  a  strong  economy  and  some 
good  luck.  ■ 


David  Vs. 
Goliath 

.  .  .  in  which  Goliath 
puts  David  in  his  place 

You  KNOW  THE  STORY:  Tough  self-mad 
man  takes  on  the  effete  establishment 
messes  up  their  Brooks  Brothers  suil 
and  sends  them  packing.  Only  this  is  th 
reverse.  In  this  case  the  tough  self-mad 
man  takes  a  swing  at  the  establishmei 
but  then  the  fellows  in  the  sincere  neel 
ties  mess  him  up. 

The  brash  challenger  is  Joseph  G 
ziano,  43,  an  earthy  former  lobsterma 
who  runs  $164-million-sales  Tyco  Labt 
ratories,  a  high-flying  technology  con 
pany  in  the  1960s  that  now  makes  most 
sprinkler  systems  and  wire  and  cable. 

The  establishment  company  is  Leec 
&  Northrup,  a  venerable  eastern  Pern 
sylvania  maker  of  electronic  instrumeni 
and  controls,  headed  by  David  Kimbal 
a  50-year-old  engineer. 

Action:  Tyco  makes  a  tender  offer 
L&N,  which  promptly  turns  around  ar 
sells  a  big  block  of  its  stock  to  Gutle 
Hammer,  a  pillar  of  Milwaukee  socie 
with  $517  million  in  sales. 

Tyco's  Gaziano,  not  easily  awed  In 
company  three  times  Tyco's  size,  sel 
his  L&N  stock  to  Cutler  and  then  tries 
take  over  Cutler  itself— and  succeed 
after  considerable  borrowing,  in  game 
ing  32%  of  Cutler's  stock. 

The  latter  calls  on  Pittsburgh's  ^ia 
Koppers  Co.  for  aid.  Gaziano,  who  stai 
ed  picking  on  a  smallish  company,  nO 
finds  himself  fighting  $1 .3-billion  wor 
of  the  Duquesne  Club's  finest. 

Gaziano  has  carefully  cultivated  | 
don't-mess-with-me  image,  and  he  gi 
his  revenge  by  selling  his  32%  Cutl 
block  right  out  from  under  Pittsburgl 
nose  to  Cleveland's  $2. 1 -billion-sales  E 
ton  Corp. 

Eaton,  as  part  of  the  deal,  agrees 
sell  Cutler's  big  block  of  L&N  to  Tyco- 
provided  it,   Eaton,  can  first  gain  ft 
control    of  Cutler.    "That'll    fix  tho 
guys,"  Gaziano  figures  contentedly. 

Those  establishment  guys.  howev< 
were  no  pushovers.  Before  Gazia 
knew  what  was  up  Cutler  sold  its  L& 
shares  to  another  old-line  compan 
General  Signal  Corp. 

"Gaziano  must  have  figured  that  Ci 
ler  and  L&N  would  just  sit  there  pet 
fied."  says  one  incredulous  Wall  Stre 


". .  .  Beretta  can  hold  pension  costs  down  by 
cutting  his  work  force.  But  even  if  all  workers 
were  sacked  tomorrow,  shareholders  would  be 
left  with  a  $20-share  obligation  .  .  ." 
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CORPORATE 

COMICS 
PRESENTS : 


TOW  THE  WW?lRM. 


TOE  6AZIAN0,  THE  6'4''235-LB. 
CHIEF  OF  TYCO  LABS,  BUYS  A  BI6 
SLOCK  OF  STOCK  <N  PAVE  K/M  BALL'S 
LBBOS  &NORTHRUP/.,, 


KIMBALL,  PANIdKER  THROWS  LEEPS 
INTO  THE  ARMS  OF  CUTLER- 
HAMMER,  HEAPEP  BY  EPMUNP 
F/TZ6ERALP,,, 


THERE/  THERE/ 
OKAY  NC 


FOR  A  WHILE,  IT  LOOKS  LIKE 
6AZIANO  HAS  BEEN  STY/VtlEP. 
THEN,,, 


6AZIAN0  60ES  AFTER  CUTLER! 


CUTLER  TRIES  TO  FE  NP  OFF6AZIANO  BY 
PLACING  A  FRlENPLY  BLOCK  Of  STOCK  WITH 
FLETCHER  BYROM'S  6IANT  KOPPERS  CO.- 
BUT6AZIANO  JUST  KEEPS  C0MIN6//" 


MEANWHILE/  IN  CLEV£lANC, 


66TME  PETE  PETERSON 
AT  LEHMAN  BROTHERS/,, 
PSt£?P£  WIN  PT  HERE.  THI5 
CUTLER-HAMMER  COULP 
g£  JUST  WHAT  WE'R£ 
L00KIN6  toR/ 


EATON  BUYS  TYCO'S  CUTL6R 
HOLPIN6S„ON  CONPIT/ON 
THAT  EATON, ONCE  IT6AINS 
CONTROL  OF  CUTLER,  WILL 
SELL  CUTLERS  LEEPS  STOCK 

Ta,,r>e:o.<' 


ZOUNP£.'  IS  IT  ONLY  A  MATTER  Of 
TIME  9EF0RE  6A2IAN0  SMAKE5  l££PS  ? 


TEN  PAYS 
PASS.  THE 
WORLP  WAITS 
FOR "THE 
OTHER  SHOE" 
TO  PROP" 
gUT  PAV£ 
KIMBALL  ANP 
£|T£6fcRALP 

AREN'T 

WAITING, 


SyDEi MIST...  GENERAL  SIGNAL,  A  BIS  PIVERSIFI6P  OUTFIT,  APPEARS  OUT  OF  A 
CLEAR  BLUE  SKY,. ANP  BUYS  THE  LE£P£  STOCK  FROM  CUTLER- HAMMER  BEFORE. 
&AZIANO  CAN  6ET  IT/ 
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insider.  Says  another:  "That  was  a  major 
miscalculation.  And  Gaziano's  the  kind 
of  guy  who  wants  to  be  thought  of  as  a 
big-time  dealmaker." 

That's  the  end  of  the  first  act.  For 
having  come  to  the  aid  of  L&N,  Cutler  is 
caught  in  Eaton's  coils.  L&N,  though 
losing  its  independence,  loses  it  to  a 
partner  of  its  own  choice.  A  marriage  of 
convenience,  you  might  say — but  that's 
always  better  than  rape. 

Tyco?  Well,  it  netted  $22  million 
when  it  sold  its  Cutler-Hammer  stock  to 
Eaton  for  $116  million.  But  under  the 
securities  laws,  Tyco  was  an  "insider" 
because  it  owned  more  than  10%  of  Cut- 
ler's stock;  insiders  aren't  allowed  short- 


term  gains.  So,  much  of  that  $22  million 
goes  to  Cutler-Hammer.  Tyco  will  do 
well  to  net  $5  million  on  the  deal.  Which 
may  or  may  not  make  up  for  the  substan- 
tial declines  in  Tyco's  operating  profits 
during  the  time-consuming  battle,  or  for 
the  interest  cost  on  the  $94  million  Tyco 
tied  up  in  Cutler  stock. 

The  verdict  of  one  investment  banker: 
"I  think  Gaziano  was  a  little  out  pf  his 
depth.  He  had  to  give  back  most  of  his 
profit,  when  in  theory,  had  he  waited,  he 
could  have  kept  more  of  the  profit.  You 
could  also  argue  that  had  he  waited,  he 
could  have  insured  that  he  would  get 
Leeds  &  Northrup." 

Gaziano,  in  his  colorful  way:  "It  just 


wasn't  meant  to  be.  That  may  sound  like 
a  fatalistic  attitude,  but  you  know,  when 
you  work  20  months  on  something  and 
you  work  very  hard  and  it  doesn't  work 
out,  you  just  know  that  God's  telling  you 
something,  okay? 

"We'll  just  have  to  go  on  to  something 
else  .  .  .  ." 

David  Kimball,  L&N's  chief  execu- 
tive, says  that  comment  sounds  like  a 
"sleeping  pill"  aimed  at  his  company.  He 
suspects  that  Gaziano  still  hasn't  aban- 
doned his  intense  desire  to  gain  control 
of  L&N.  So  Kimball  and  his  aides  aren't 
relaxing  yet.  But  they  sure  showed  Ga- 
ziano that  the  establishment  still  knows 
how  to  fight.  ■ 


Cleaning  Up 
The  Nation's  Water 

After  a  long  drought,  the  big  money  has  finally  started 
to  flow  into  programs  for  cleaning  up  the  water. 


In  California's  so-called  tax  revolt  last 
month,  one  school  bond  issue  after  an- 
other went  down  before  voter  wrath,  but 
a  statewide  bond  issue  for  water  cleanup 
passed.  Education,  welfare,  environ- 
mentalism  in  general — all  these  once- 
popular  causes  have  lost  much  of  their 
charm  lately.  Clean  water,  however, 
seems  to  be  everybody's  favorite  cause. 
Labor  leaders  and  environmentalists,  at 
loggerheads  on  so  many  other  issues,  see 
eye-to-eye  on  clean  water — just  look  at 


all  the  new  jobs  that  it  would  create. 

And  yet  actual  progress  has  been  slow. 
In  most  industries,  big  business  has  by 
and  large  complied  faithfully.  All  but 
about  675  major  industrial  polluters  out 
of  4,500  managed  to  meet  last  summer's 
deadline  for  installing  "best  practicable" 
cleanup  technology  (secondary  treat- 
ment, which  removes  80%  to  90%  of  the 
conventional  contaminants).  On  the  oth- 
er hand,  roughly  two-thirds  of  the  4,300 
major    municipal    polluters — including 


New  York,  Los  Angeles  and  Detroit — 
still  violate  the  law.  (Catch-22:  A  few 
industrial  polluters  risk  fines  for  non- 
compliance because  the  municipal  treat- 
ment plants  where  they  were  scheduled 
to  dump  their  wastes  have  not  been 
built  yet.)  Those  larger  municipalities 
that  haven't  yet  begun  construction  of 
their  plants  probably  won't  be  in  com- 
pliance with  the  1977  requirements  un- 
til the  early  to  mid-Eighties,  when  still 
stricter  "best  available  technology"  re-i 
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quirements  will  have  taken  effect. 

The  problem,  of  course,  has  been — 
money.  Many  of  the  localities  were  too 
broke  to  build  the  necessary  facilities, 
and  crucial  federal  funding  was  tied  up 
in  squabbles  over  the  last  six  years 
between  Congress  and  three  national 
Administrations. 

But  now  the  logjam  is  at  last  breaking 
up,  and  prosperity  seems  to  lie  ahead 
for  companies  like  Envirotech,  Eco- 
dyne,  Neptune  International,  General 
Signal,  Dorr-Oliver,  Rexnord  and  Pea- 
body  International — the  manufacturers 
of  water  purification  gear. 

In  addition  to  over  $10  billion  still 
making  its  way  through  the  pipeline 
from  the  1972  Clean  Water  Act,  Con- 
gress, in  the  December  1977  amend- 
ment to  the  act,  authorized  $24.5  bil- 


lion to  be  spent  on  sewage  treatment 
over  the  next  five  years,  with  $4.5 
billion  appropriated  for  this  year.  There 
are  now  federal  loan  guarantees  to  help 
out  hard-pressed  localities,  and  sewer 
bond  issues  are  up  sharply  across  the 
country. 

The  resulting  flow  of  business  is  the 
greatest  public  works  bonanza  since  the 
federal  highway  program  begun  in  1956. 
Out  of  the  $30  billion-plus  in  new  feder- 
al, state  and  local  funds,  20%  to  25% 
will  go  to  the  equipment  makers  for 
pumps,  aerators,  filters,  sediment-set- 
tling tanks,  sludge  incinerators,  meters 
and  controls.  A  much  smaller  portion 
will  go  to  the  consulting  engineers,  with 
the  preponderance  going  into  land, 
brick,  mortar  and  pipes — -and  into  the 
pockets  of  building  contractors  and  con- 


struction workers.  It's  easy  to  see  why 
the  unions  are  happy:  The  five-year 
program  is  expected  to  create'  ultimately 
over  1  million  jobs — albeit  not  all  per- 
manent ones — at  an  average  cost  of 
$28,600  per  job. 

William  T.  Lorenz,  who  runs  a  Boston 
consulting  firm  and  has  recently  pub- 
lished a  study  of  the  industry,  predicts 
that  the  municipal  cleanup  equipment 
market  will  be  at  least  a  $750-million 
business  by  1985,  more  than  two-and-a- 
half  times  its  present  size.  (The  air  pollu- 
tion market,  in  contrast,  will  be  flat  or 
little  better  until  1980,  according  to  re- 
spected analyst  Jeffrey  A.  Klein  of  Kid- 
der, Peabody  &  Co.) 

Municipal  water  treatment,  the  part 
of  the  pollution  business  that  has  been 
sluggish  until  now,  has  been  a  small, 
crowded  market  where  contracts  are  on 
fixed-price  terms,  even  though  lead 
times  are  as  long  as  three  years.  This 
worked  to  the  advantage  of  equipment 
makers  on  contracts  bid  in  1976,  when 
greater  inflation  was  generally  expected 
than  actually  occurred.  But  that's  not 
true  anymore.  Envirotech,  the  domi- 
nant company  in  the  municipal  water 
business,  suffered  an  11%  earnings  de- 
cline in  fiscal  1978.  The  major  cause  was 
the  depressed  state  of  the  mining  indus- 
try— Envirotech  has  a  big  mining  equip- 
ment business — but,  Envirotech  Chair- 
man Robert  L.  Chambers  also  noted, 
"Margins  were  reduced  because  infla- 
tion projections  [for  water  cleanup  con- 
tracts] were  lower  and  more  realistic 
than  those  for  projects  completed  in 
fiscal  1977." 

Envirotech  was  the  worst  hit,  but  the 
other  manufacturers  were  also  affected. 
Says  Frank  P.  Sebastian,  president  of  the 
Water  &  Wastewater  Equipment  Manu- 
facturers Association  and  a  senior  vice 
president  at  Envirotech,  "We  were  all 
short  of  business  during  the  funding 
drought." 

But  it  looks  like  the  flood  has  begun. 
The  Environmental  Protection  Agency 
is  now  committed  to  no  more  than  a  six- 
month  lag  between  the  granting  of 
funds  and  the  awarding  of  construc  tion 
contracts.  Envirotech's  Sebastian  says 
the  unspent  billions  from  the  1972  act 
are  finally  moving  freely  now.  Enviro- 
tech last  month  won  a  $13-million  con- 
tract from  Minneapolis-St.  Paul  funded 
in  part  by  the  money  authorized  in 
December.  Peabody  International  says 
its  May  orders  were  double  the  level  of 
previous  months. 

The  EPA's  Municipal  Construction  di- 
vision says  there's  no  danger  of  the  mu- 
nicipal water  cleanup  program  getting 
axed  in  inflation-fighter  Robert  Strauss' 
efforts  to  curb  the  costs  of  environ- 
mentalism.  The  agency  has  estimated 
the  total  cost  of  municipal  water  cleanup 
will  be  at  least  $150  billion.  And  that's  no 
pie-in-the-sky.  ■ 
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Turning  On  The  Faucet 

Municipal  water  pollution  cleanup,  mostly  federally  funded,  has 
been  hung  up  in  an  almost  uncanny  series  of  political  wrangles. 
First,  Nixon  impounded  half  the  funding — $9  billion — over  fiscal 
1973  to  1975,  money  the  Supreme  Court  later  ordered  Ford  to 
release.  This  year's  appropriation  got  mixed  up  in  the  B1  bomb- 
er controversy.  Now,  finally,  the  funds  are  flowing.  Carter  had  a 
vision  of  a  ten-year  $45-billion  program,  but  Congress  came 
across  with  only  five  years  and  $24.5  billion — the  second  big- 
gest public  works  project  ever.  The  lag  between  congressional 
authorizations  and  actual  appropriations  isn't  the  only  source 
of  delay.  In  the  past  it  has  taken  years  for  money  to  make  its 
way  through  the  EPA,  the  OMB  and  the  states.  The  EPA  is 
solemnly  promising  a  big  speedup. 


7,000 


Source:  Environmental  Protection  Agency,  Municipal  Construction  Division,  Office  of  Water  Program  Operations 
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The 
Remains 
Of 

Howard 
Hughes 

This  first  interview 
with  Summa's  new 
president  says  that 
the  madness,  the  junk 
and  the  courtiers  are 
gone.  Maybe,  but  the 
old  guard  hasn't  quite 
given  up. 

By  JAMES  PHELAN 

It  may  be  hard  to  imagine  anything 
associated  with  Howard  Hughes  last 
years  becoming  rational  and  business- 
like. But  it's  happening  to  Summa 
Corp.,  set  up  in  1972  as  a  receptacle  for 
those  Hughes  holdings  left  over  after 
Hughes  Tool  Co.  was  sold  to  the  public. 

The  new  president  of  Summa,  William 
Rankin,  57,  in  the  company's  first  for- 
publication  interview,  outlined  to 
Forbes  the  sweeping  program  charted 
by  William  R.  Lummis,  Hughes'  cousin 
and  executor,  who  is  now  chairman  of 
Summa.  Before  becoming  president, 
Rankin  had  been  Summa's  treasurer. 

First,  Rankin  attempted  to  put  an  end 
to  rumors  that  Lummis  intends  to  liqui- 
date Summa's  holdings  and  distribute 
the  proceeds  to  the  heirs,  whoever  they 
turn  out  to  be.  These  rumors  stem  from  a 
string  of  sell-offs  made  in  the  past  year. 
"We're  staying  in  business,"  he  says. 
"We're  committed  to  turning  Summa 
around,  and  we're  on  our  way.  The  prop- 
erties we  sold  were  disposed  of  for  oper- 
ating reasons,  and  the  money  was 
plowed  back  into  the  company." 

Rankin  concedes  that  Summa  suffered 
"staggering  losses"  in  1976;  was  "margin- 
ally profitable"  in  1977;  and  anticipates  a 
modest  profit  in  1978.  "But  for  1979  we 
believe  prospects  are  quite  favorable," 
says  Rankin.  "Using  Bank  of  America  as 
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the  lead  bank,  we  have  established  a 
substantial  line  of  standby  credit  we  may 
not  need.  I  think  this  reflects  the  finan- 
cial community's  trust  in  our  integrity." 

What  the  bankers  are  putting  their 
trust  in  is  a  big  bundle  of  real  estate  and 
miscellaneous  operations  which,  if  it 
were  public  today,  would  probably  com- 
mand a  good  price  because  so  much  of  it 
is  involved  with  gambling.  Summa  ex- 
ecutives won't  reveal  many  figures,  but  a 
good  guess  would  put  the  company's  as- 
sets at  about  $500  million.  Not  quite  up 
to  the  more  lurid  guesses,  but  a  tidy 
package  all  the  same. 

Under  Lummis  and  Rankin,  Summa 
has  been  slimmed  to  three  operational 
groups,  each  headed  by  a  senior  vice 
president.  The  recreation  division  runs 
the  Las  Vegas  hotels  and  casinos  and  the 
Paradise  Valley  Country  Club.  Philip  P. 
Hannifin,  former  Nevada  gaming  com- 
missioner, runs  this  division. 

The  aviation  division,  managed  by 
Jack  Real,  a  former  Lockheed  executive, 
runs  a  charter  terminal  at  McCarran  air- 
port, owns  the  North  Las  Vegas  airport, 


markets  aircraft  products  in  13  western 
states  and  owns  the  Hughes  helicopter 
division.  Until  recently  the  helicopter 
division  had  been  a  financial  disaster, 
but  Rankin  expects  it  to  recover  with  a 
new  Army  contract. 

The  third  Summa  group,  real  estate, 
headed  by  Jim  LeSage,  manages  exten- 
sive land  holdings  in  California,  Nevada 
and  Arizona  and  oversees  an  architectur- 
al and  engineering  company. 

A  separate  corporation,  Hughes  Prop- 
erties, holds  some  undeveloped  land, 
Harold's  Club  and  the  Castaways  hotel 
and  casino,  which  it  leases  to  Summa. 
The  remaining  major  Hughes  property, 
Hughes  Air  West — which  has  lately 
turned  profitable — is  owned  by  another 
separate  corporation,  Hughes  Air. 

One  of  Lummis  first  tasks  was  thin- 
ning out  the  tangle  of  properties  that 
Hughes  had  acquired  in  his  offhand  man- 
ner. Again,  the  numbers  would  disap- 
point headline  writers:  About  S65  mil- 
lion will  be  raised  from  the  unloading 
operation — if  the  Federal  Communica- 
tions Commission  approves  selling  Lasi 
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Vegas  TV  station  KLAS  for  $9.6  million. 
The  proceeds  and  more  Sum  ma  resourc- 
es will  go  back  into  the  remaining  prop- 
erties. "We  have  spent  or  committed 
$106  million  for  improvements  and  ex- 
pansions in  1977-79,"  Rankin  says. 

Many  of  the  properties  that  went  on 
the  block  were  dear  to  Hughes  and  redo- 
lent of  his  mystique.  Gone  is  the  old 
operational  center  in  Hollywood,  where 
Hughes  ran  his  empire  before  withdraw- 
ing to  Las  Vegas  in  1966.  Gone,  too,  is 
the  private  air  force  of  32  planes  that  the 
onetime  record-breaking  pilot  squirreled 
away  in  hangars  throughout  the  U.S.  and 
abroad.  Best  known  of  all  Hughes 
planes,  the  giant  Hercules,  or  "Spruce 
Goose"  (see  box,  p.  36),  is  also  being 
disposed  of.  The  750-passenger  wooden 
flying  boat,  built  and  flown  just  once  by 
Hughes,  has  been  secreted  in  a  closely 
guarded  Long  Beach,  Calif,  hangar  for 
more  than  30  years.  Hughes  spent  more 
than  $50  million  maintaining  it  in  pris- 
tine condition.  Sum  ma  is  currently  nego- 
tiating with  a  nonprofit  California  organi- 
zation that  would  like  to  display  it  in  a 


projected  air  museum  in  Long  Beach. 

"Our  disposition  program  is  now  com- 
pleted," Rankin  says.  "The  only  remain- 
ing property  up  for  sale  is  the  Xanadu 
Princess  Hotel  at  Freeport,  in  the  Baha- 
mas. The  Xanadu  was  purchased  by 
Hughes — from  billionaire  Daniel  K. 
Ludwig — to  serve  as  a  hideout  until  he 
was  moved  to  Acapulco  a  short  time 
before  his  death. 

Other  Hughes  holdings  that  have 
been  sold  include  the  thousands  of  Ne- 
vada mining  claims  Hughes  bought  in 
the  1960s  but  never  developed.  The  loss 
was  huge.  Summa  also  has  sold  two  large 
Nevada  ranches,  the  Hughes  Sports  Net- 
work and  a  blood-analysis  company,  and 
has  ended  the  company's  participation  in 
a  Nicaraguan  airline.  It  sold,  at  a  loss, 
the  Landmark  Hotel,  a  towerlike  gam- 
bling resort  that  Hughes  insisted  on  ac- 
quiring ten  years  ago  over  the  objections 
of  his  advisers.  Hughes  paid  $17  million 
for  the  unfinished  hotel  and  put  another 
$4  million  into  completing  it.  Then  it  ran 
up  an  aggregate  operating  loss  of  $30 
million.  Summa  got  only  $10  million. 


After  Hughes:  Summa's  new  top  bosses 
are  Chairman  William  R.  Lummis  (right), 
President  William  Rankin  (center)  and 
gambling  head  Philip  P.  Hannifin. 


Besides  this  pruning,  Chairman  Lum- 
mis has  made  extensive  organizational 
changes  inside  Summa.  "We  have  re- 
duced the  staff  by  one-third,"  Rankin 
says.  "Summa  reflected  to  a  large  extent 
Mr.  Hughes'  personal  interests.  We 
have  simplified  its  structure,  and  believe 
it  will  now  function  more  efficiently." 

Rankin's  boss,  Will  Lummis,  the  man 
who  designed  the  new  Summa,  is  a  qui- 
et-spoken 49-year-old  Texas  attorney 
who  bears  a  remarkable  resemblance  to 
the  Hughes  of  30  years  ago.  He  lives 
with  his  wife,  Fran,  in  a  suite  at  the 
Sands.  Until  1976  Lummis  lived  a  quiet 
life  in  the  affluent  River  Oaks  section  of 
Houston.  A  partner  in  the  law  firm  of 
Andrews,  Kurth,  Campbell  &  Jones,  he 
has  four  sons  and  was  a  member  of  the 
proper  yachting  and  country  clubs. 

Then,  on  Apr.  5,  1976,  he  was  sum- 
moned to  a  Houston  hospital  by  news 
that  Hughes  had  died  on  an  emergency 
flight  from  Acapulco.  Lummis  had  not 
seen  his  cousin  for  40  years,  and  when  he 
viewed  Hughes  wasted  body,  all  he 
could  say  was,  "Is  this  Howard  Hughes?" 
It  was  indeed,  and  Lummis  was  about  to 
become  his  executor  and,  as  head  of 
Summa,  his  successor. 

Lummis  first  move  after  the  death  of 
Hughes  was  to  avoid  any  unseemly 
squabbling  among  the  heirs.  An  immedi- 
ate search  of  files,  safe-deposit  boxes  and 
bank  vaults  yielded  no  will.  If  Hughes 
died  intestate,  division  of  the  estate 
would  be  determined  by  the  laws  of 
whatever  state  was  ruled  to  be  his  legal 
domicile.  California,  Nevada  and  Texas 
all  claimed  Hughes  as  a  resident,  and 
each  one's  inheritance  laws  would  han- 
dle the  estate  differently.  So  Lummis 
summoned  the  known  heirs — 18  distant 
cousins  and  his  own  mother — and  got 
them  to  agree  that  whatever  state  law 
prevailed,  all  the  heirs  would  share  in 
the  eventual  distribution. 

When  Lummis  took  over  at  Summa  in 
1976,  he  found  the  Hughes  empire 
shockingly  deteriorated.  Summa  had 
been  run  for  six  years  by  an  executive 
triumvirate  consisting  of  Frank  William 
(Bill)  Gay,  Nadine  Henley  and  Chester 
Davis  that  took  over  after  the  ouster  of 
Robert  Maheu,  Hughes'  right-hand 
man,  in  1970.  Gay  and  Henley  were 
Summa  vice  presidents,  and  Davis  was 
chief  counsel.  All  three  also  served  on 
the  board  of  directors,  along  with  two  of 
Hughes'  personal  aides,  John  Holmes 
and  Levar  Myler,  both  of  whom  had 
been  hired  by  Gay.  Henley,  who  is  70, 
had  started  as  a  stenographer  for  a 
Hughes  engineer.  Gay,  Holmes  and 
Myler    had    begun    their    careers  as 
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Scale  Of  A  Shambles 


The  i  IRST  HARD  evidence  that  something  had  gone  mas- 
sively wrong  in  the  Hughes  empire  came  from  a  financial 
analysis  made  last  year  by  Merrill  Lynch.  It  put  the  value 
of  Summa  at  $168  million,  a  fraction  of  the  scale  of  the 
Hughes  legend  of  billions.  This  figure  was  all  the  more 
puzzling  because  Merrill  Lynch  itself  had  turned  over 
more  than  $650  million  to  Hughes  since  1966  as  proceeds 
from  the  sale  of  his  TWA  stock  and  his  Hughes  Tool  Co.  In 
addition,  during  the  last  ten  years  of  Hughes'  life,  his 
company  had  collected  $89  million  in  earnings  on  -securi- 
ties and  bank  deposits. 

"The  Merrill  Lynch  report  was  not  an  item-by-item 
evaluation,'  President  Rankin  explains.  "It  sought  to  esti- 
mate what  the  stock  in  Summa  would  bring  if  it  were  offered 
to  the  public  If  they  were  making  such  an  estimate  today,  I 
think  the  figure  would  be  considerably  higher." 

hv  also  pointed  out  that  taxes  took  about  $250  million 
out  of  the  proceeds  of  the  TWA  and  Hughes  Tool  sales. 
Brokers  commissions  also  cut  into  the  gross  figures. 

"In  addition,  there  was  $310  million  in  fixed-asset  ac- 
quisition after  1966 — mainly  here  in  Nevada — plus  $95 
million  in  other  investments,  including  the  purchase  of 
Air  West."  When  the  six-year  Summa  losses  are  added  in, 
these  figures  bring  the  Hughes  books  more  closely  into 
balance  than  financial  observers  had  inferred  from  the 
Merrill  Lynch  report. 

Rankin  and  the  other  new  executives  do  not  talk  about 
the  old  days.  But  filings  in  court  cases  have  stripped  away 
much  of  the  secrecy  and  reveal  incredible  waste. 

In  a  financial  analysis  filed  with  the  chancery  court  in 
Delaware,  where  Summa  is  incorporated,  Director  Milton 


Spruce  Goose:  Howard  Hughes'  huge  (750-passenger) 
wooden  flying  boat,  his  most  famous  plane,  still  survives, 
having  been  kept  for  41  years  at  a  $50-million-plus  cost. 


West  declared  that  Summa's  losses  during  the  tenure  of 
the  Gay-Davis-Henley  group  totaled  $131.8  million.  Iron- 
ically, they  had  risen  to  power  because  Hughes  reportedly 
was  miffed  at  Maheu  over  an  $ll-million  deficit  in  the 
Nevada  operation  during  the  recession  year  of  1970.  But 
in  1971,  according  to  West,  Summa's  losses  soared  to 
$40.4  million,  followed  by  deficits  of  $21.8  million  in  1972, 
$15.2  million  in  1973,  $2  million  in  1974,  $22.7  million  in 
1975  and  $22.5  million  in  the  first  nine  months  of  1976. 

Despite  such  losses,  West  declared,  "Gay  received  total 
taxable  compensation  for  1975  and  1976  in  the  respective 
amounts  of  $400,608  and  $360,523,  including  bonuses  of 
$188,583  and  $108,583."  Nice  work  if  you  can  get  it— J.P. 


Rexnord... 

our  equipment 

meets  tough 

operating 

requirements 

in  lumber 

and  paper  mills... 


Today,  lumber  and  paper  mill  opera- 
tors demand  equipment  that  can  stand 
up  to  shock,  abrasion,  corrosion  and 
vibration,  keep  downtime  down. 

That's  why  the  forest  products  in- 
dustry relies  on  Rexnord  equipment 
and  components.  It's  all  engineered  to 


take  on  challenges,  anywhere  ir 
world. 

Many  other  industries  look  to 
nord  as  a  leader  in  problem  sol 
from  food  processing  to  construe 
mining  and  environmental  contr^ 
aerospace  and  petrochemicals, 
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Hughes  messengers  and  chaperones  for 
his  starlet  protegees. 

All  these  characters  are  now  gone, 
with  the  exception  of  Nadine  Henley, 
who  will  soon  retire. 

Although  he  took  the  reins  with  the 
full  authority  of  the  sole  stockholder, 
Lummis  had  to  move  somewhat  slowly. 
It  was  like  a  new  emperor  taking  over  a 
Byzantine  court:  For  his  first  year  at 
Summa,  Lummis  worked  with  a  board 
controlled  by  Gay,  Davis  and  Henley. 
His  first  move  was  to  expand  the  board 
to  eight  by  adding  Lummis,  Rankin 
(then  Summa's  treasurer)  and  Milton 
West,  a  Lummis  law  associate. 

In  April  of  last  year,  Lummis  sought  to 
shift  Summa  away  from  its  business-as- 
usual  course  because  he  was  convinced, 
according  to  a  court  memo,  that  the  com- 
pany was  "embarked  on  an  .  .  .  irre- 
sponsible course  that  might  lead  ...  to 
insolvency  and  bankruptcy. "  He  sought 
to  trim  spending  and  to  bring  in  Merrill 
Lynch  as  financial  adviser.  Old  courtier 
Gay  presented  an  opposing  program, 
which  included  relying  on  Summa's  in- 
ternal financial  advisers.  The  Lummis 
program  lost,  with  Gay,  Davis,  Henley, 
Myler  and  Holmes  against  it. 

Lummis  reacted  swiftly  and  decisive- 
ly. He  removed  Davis,  Myler  and 
Holmes  as  directors,  added  two  of  his 
own  choice,  took  over  the  position  of 
chief  executive  officer  held  bv  Gav  and 


fired  Davis  as  general  counsel.  (His  fees 
and  billings  had  run  as  high  as  $2  million 
a  year.)  Then  he  reconvened  the  new 
board  and  named  Merrill  Lynch  as  finan- 
cial adviser  (see  box). 

Since  then,  there  have  been  other 
changes.  Most  of  the  palace  guard — per- 
sonal aides  to  Hughes — have  been  re- 
tired. A  Gay  appointee  managing  the 
Desert  Inn — a  Mormon  and  former  car 
dealer — has  been  replaced  by  Burton 
Cohen,  who  learned  the  casino  business 


".  .  .  'We  have  spent  or 
committed  $106  million 
for  improvements  and  ex- 
pansions in  1977-79' .  .  ." 


at  the  Flamingo,  the  Thunderbird  and 
Caesars  Palace.  Gay's  son  Bill  Gay  Jr. 
resigned.  Then,  last  February,  a  terse 
press  release  announced  that  Frank  Wil- 
liam Gay  was  resigning  as  president,  di- 
rector and  chief  operating  officer  of  Sum- 
ma to  devote  his  time  to  the  Howard 
Hughes  Medical  Institute. 

Lummis  was  in  control.  But  uneasy  lay 
his  crown.  Both  Gay  and  Davis  were 
directors  of  the  Hughes  Medical  Insti- 
tute when  Hughes  died,  and  under  its 
bylaws  they  assumed  the  sole  trustee's 
powers.   The  institute,   by  a  decision 


Hughes  made  back  in  1952,  was  given  all 
the  stock  in  Hughes  Aircraft  Co.,  the 
military  electronics  and  satellite  maker 
which  holds  billions  in  defense  contracts. 
This  gift  put  what  became  the  profitmak- 
ing  jewel  of  the  Hughes  empire  outside 
Summa's  control. 

When  Lummis  ousted  Davis  from  the 
Summa  board,  the  New  York  lawyer 
went  into  court  in  Delaware  and  sought 
unsuccessfully  to  oust  Lummis  from 
Summa  on  the  grounds  that  his  dual 
role,  as  leader  of  the  potential  heirs  and 
as  Summa's  lone  stockholder,  constitut- 
ed a  conflict  of  interest.  Davis  also  has 
indicated  that  he  may  try  to  probate  a 
"lost  will"  created  from  a  number  of 
versions  that  Hughes  had  drawn  up  but 
never  signed.  Last  month  Lummis  coun- 
terattacked, seeking  a  court  order  nam- 
ing himself  as  sole  trustee  of  the  medical 
foundation. 

Litigation  is  not  likely  to  panic  Lum- 
mis. The  estate  is  currently  in  22  courts, 
and  when  Lummis  took  over  at  Summa 
he  found  60  lawsuits  on  file. 

"Many  of  the  suits  were  filed  against 
the  Hughes  organization  because  law- 
yers knew  that  Hughes  would  not  appear 
in  court  and  there  was  a  good  chance  of 
getting  a  default  judgment,"  Rankin 
says.  "But  those  days  are  over." 

The  same  thing  can  be  said  about  the 
whole  Hughes  empire:  It's  a  business 
now,  not  a  mad  genius'  plaything.  ■ 


and  reduces  maintenance  cost. 


j  learn  more  about  Rexnord,  ask 
lopies  of  our  annual  report  and 
Corporate  brochure.  Write  W.  C. 
finger,  Chairman,  Rexnord  Inc., 
Box  2022,  Milwaukee,  Wisconsin 


Rex  belt  conveyor  idlers  assure  reliable  per-  Carrier  vibrating  conveyors  screen  and  sep- 
formance  on  wood  chip  conveyors.  arate  sawdust  and  refuse  while  conveying. 

Rex  welded  steel  chains  are  ruggedly  de- 
signed to  stand  up  under  rough  service. 


Rexnord 
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Do  You 
Sincerely 
Want  To  Be 
 Rich? 

Will  you  risk  your  career, 
your  security,  your 
limited  capital  to  get  there? 
If  the  answer  is  "yes"  and  if  you 
are  a  seasoned  corporate 
executive,  then  the  leveraged 
buyout  game  may  be  for  you. 


By  NICK  GALLUCCIO 

It's  kind  of  late  in  the  game  for  you. 
You're  already  47.  You're  making,  it  is 
true,  well  over  $100,000  as  a  group  ex- 
ecutive for  a  prestigious  company,  but 
there  is  almost  no  chance  of  your  ever 
becoming  really  rich  and  independent. 
You're  on  a  golden  treadmill.  So  you 
throw  it  all  over  for  a  chance  to  run  and 
partly  own  a  small  company. 

Walter  Mitty  stuff?  No.   Robert  J. 
Theis,  a  hard-driving  former  sales  and 
marketing  manager  for  such  big  outfits  as 
Philco-Ford  Corp.  and  GTE-Sylvania, 
Inc.,  actually  did  it.  In  1971  he  quit 
International  Telephone  &  Telegraph 
Corp.,  where  he  had  been  a  group  gen- 
eral manager  for  four  years,  to  become 
chief  executive  and  the  major  stockhold- 
er in  Syracuse  China  Corp.  At  the  time, 
ITTs  revenues  were  $7.7  billion;  Syra- 
cuse China's,  $16  million,  and  its  profits, 
nil.  A  couple  of  months  ago  Theis  sold 
is  25%  interest  in  Syracuse  China  to  a 
ubsidiary  of  Canadian  Pacific,  Ltd.  for 
5  million  (it  cost  him  $350,000)  and 
greed  to  remain  on  as  chief  executive  at 
147,000  a  year. 
Robert  Theis  wanted  to  be  rich — sin- 
erely  so.  He  put  his  career,  security,  his 
mall  chunk  of  capital  to  risk.  And  he  won. 

In  hundreds  of  cases  across  the  U.S., 
imilar  if  less  dramatic  stories  are  unfold- 
ng.  Theis  got  control  of  Syracuse  China 
n  what  is  called  a  leveraged  buyout. 


While  there  are  no  good  figures,  it  is 
clear  several  hundred  leveraged  buyouts 
took  place  last  year  and  an  even  greater 
number  will  occur  this  year. 

Syracuse  China  was  a  public  company 
whose  stock  and  business  were  languish- 
ing when  Theis  took  it  over.  Other  lever- 
aged buyouts  involve  family  companies 
whose  principals  retire  and  sell  the  busi- 
ness to  the  executives.  But  the  greatest 
number — and  the  fastest-growing  area — 
involve  the  shedding  of  unwanted  divi- 
sions by  big  corporations. 

While  all  eyes  are  on  the  takeover 
mania  that  seems  to  be  sweeping  the 
corporate  world,  most  people  have  failed 
to  notice  a  counterwave,  a  limited  rever- 
sal of  the  conglomeration  trend  of  the 
Sixties.  Call  it  deconglomeration.  Doz- 
ens of  big  corporations  are  disgorging 
divisions  that  they  either  acquired  or 
spawned  and,  for  one  reason  or  another, 
no  longer  want. 

For  the  seasoned  businessman  with  an 
entrepreneurial  bent  but  little  capital, 
the  leveraged  buyout  is  the  last  frontier 
of  enterprise.  It  replaces  the  long-dead 
new-issue  market  that  ripened,  then  rot- 
ted in  the  Sixties. 

John  W.  Puth,  with  a  16-year  back- 
ground in  general  management  at  Puro- 
lator,  Inc.  and  H.K.  Porter,  Inc.,  was  46 
and  the  $120,000-a-year  president  of  the 
Pittsburgh-based  Disston,  Inc.  (rev- 
enues: $55  million).  Three  years  ago  he 
resigned  and  took  a  salary  increase  to 


$190,000  to  run  Vapor  Corp.,  a  control 
systems  producer,  twice  the  size  of  Diss- 
ton. Vapor  had  been  divested  by  giant 
Singer  Co.  in  a  $37-million  leveraged 
buyout  deal  back  in  1972  as  part  of  its 
slimming-down  operation.  Puth  got 
2.8%  of  the  stock  for  just  $175,000.  Last 
month  Brunswick  Corp.  signed  a  defini- 
tive agreement  to  purchase  Vapor  Corp. 
for  $90  million — $33  a  share — and  Puth 
will  walk  away  with  $2. 1  million  before 
capital-gains  taxes.  If  he  does  nothing 
more  imaginative  than  invest  the  pro- 
ceeds in  tax-exempt  bonds,  the  annual 
income  will  more  than  match  the  aftertax 
salary  he  threw  over  when  he  left  his  job 
at  Disston. 

Vapor  was  divested  by  one  big  corpo- 
ration only  to  be  taken  over  by  another 
after  it  had  been  straightened  out  in  a 
leveraged  buyout.  But  leveraged 
buyouts  can  also  be  a  means  for  an  inde- 
pendent company  to  stay  independent. 

Milton  Porter,  67,  for  ten  years  had 
been  chief  executive  of  the  Pittsburgh- 
based  L.B.  Foster  Co.,  a  highly  profit- 
able family-owned  manufacturer  and  dis- 
tributor of  industrial  piping  and  rail, 
with  sales  in  1977  of  $250  million.  His 
equity  in  the  company  was  negligible.  So 
when  Foster's  owners  decided  last  year 
to  sell  out,  Porter  lost  no  time.  He  and 
his  eight-man  management  team  ar- 
ranged a  leveraged  buyout.  They  had  to 
raise  only  $1  million  in  the  $100-ir.illion 
deal.  They  now  own  12%  of  the  stock,  of 
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The  Dealmakers 


It  often  happens  this  way:  A  big  new  trend  comes  along 
and  the  established  firms  miss  out  on  it.  That's  what 
happened  to  a  large  degree  in  leveraged  buyouts.  Two  of 
the  most  active  outfits  in  the  business  are  relatively  new, 
started  by  people  who  sensed  early  what  was  happening 
and  moved  while  the  big  investment  houses  had  their 
attention  engaged  elsewhere.  The  two:  Kohlberg,  Kravis, 
Roberts  &  Co.  and  Gibbons,  Green  &  Rice,  both  New 
York-based.  They  screen  hundreds  of  candidates .  every 
year  among  which  only  a  few  ever  get  beyond  the  analysis 
stage.  Moreover,  they  act  as  principals  in  virtually  every 
transaction  by  committing  part  of  their  firm's  capital  for  an 
equity  interest  in  the  buyout.  A  look  at  the  backgrounds  of 
these  firms'  partners  throws  light  on  what  it  takes  to  be  a 
successful  player  in  the  leveraged  buyout  game. 

Jerome  Kohlberg  Jr.,  52,  Henry  R.  Kravis,  34,  and 
George  R.  Roberts,  34,  had  worked  together  on  buyouts 
in  the  corporate  finance  division  of  Bear  Stearns  &  Co., 
headed  up  since  1962  by  Kohlberg,  who  holds  degrees 
from  both  Harvard  Business  School  and  Columbia  Law 
School.  He  started  at  Bear  Stearns  in  1955  as  a  securities 
analyst  and  rose  to  become  a  senior  partner  and  member 
of  its  executive  committee.  Roberts,  a  graduate  of  the 
University  of  California,  Berkeley,  Law  School,  joined 
Bear  Stearns  in  1966;  Kravis,  in  1969,  out  of  Columbia 
Business  School.  Both  had  become  partners  there  and  had 
developed  close  personal  ties  with  Kohlberg.  As  the  busi- 
ness boomed,  the  three  asked  themselves  a  logical  ques- 
tion: Who  needs  Bear  Stearns?  They  quit  in  1976  and  took 
their  business  with  them.  They  now  have  offices  in  New 
York  and  San  Francisco  and  capital  of  $30  million. 

The  firm  of  Gibbons,  Green  &  Rice  was  formed  in  1969. 
The  principals  were  Edward  W.  Gibbons,  41,  a  Harvard 
M  B. A.,  and  Joseph  L.  Rice,  46,  a  graduate  of  Harvard 
Law  School  who  had  worked  six  years  for  the  law  firm  of 
Sullivan  &  Cromwell.  The  pair  started  doing  leveraged 
buyouts  back  in  the  mid-Sixties  at  the  New  York-based 
investment  bank  formerly  known  as  Laird,  Inc. 

Gibbons  and  Rice  left  Laird  in  1969  to  start  up  a 


corporate  finance  division  at  the  former  investment  bank 
of  McDonnell  &  Co.  There  they  met  the  Wharton-educat- 
ed  Leonard  I.  Green,  44,  who  also  holds  a  law  degree. 
Green  had  a  ten-year  background  in  commercial  lending 
at  the  American  National  Bank  &  Trust  Co.  of  Chicago. 
Shortly  after  Gibbons,  Green  &  Rice  was  formed,  Lewis 
W.  van  Amerongen,  38,  joined  the  firm  and  became  the 
fourth  partner.  A  Stanford  M.B.A.,  he  had  worked  as  a 
securities  analyst  with  Auerback  Pollack  &  Richardson, 
Inc.  and  Teachers  Insurance  &  Annuity  Association,  and 
as  an  auditor  for  Price  Waterhouse  &  Co. 

Another  investment  bank  which  specializes  in  lever- 
aged and  management  buyouts  is  the  New  York-based 
Carl  Marks  &  Co.  It  has  acted  as  principal  in  more  than  25 
such  deals  in  the  last  15  years,  five  of  them  since  1975. 
Among  recent  transactions  were  Roberts  Consolidated 
Industries,  Inc.,  a  consumer  package-goods  outfit  spun  off 
by  Champion  International  Corp.  in  a  $30-million  deal, 
and  Stern  &  Stern  Textiles,  Inc.,  an  industrial  textile 
manufacturer  bought  for  $12  million. 

In  the  Wall  Street  establishment,  Donaldson,  Lufkin  & 
Jenrette,  Inc.'s  affiliated  Sprout  Capital  Groups  both  ex- 
ecute and  invest  their  own  capital  in  buyouts.  Since  1972, 
Sprout  has  negotiated  17  leveraged  buyouts,  11  of  them  in 
the  last  three  years  alone.  The  Boston-based  T.A.  Associ- 
ates also  acts  as  principal  in  buyouts. 

Unlike  the  firms  which  do  nothing  but  buyouts  and  act 
as  principals  in  almost  every  deal,  a  number  of  investment 
bankers  execute  such  deals  strictly  as  agents.  That  is,  they 
put  up  none  of  their  firms'  capital  and  are  paid  a  flat  fee  for 
arranging  a  transaction.  A  case  in  point  is  the  firm  of 
Paine,  Webber,  Jackson  &  Curtis,  Inc.  which,  through 
Arthur  Kearney  and  Robert  Davis,  vice  presidents,  has 
negotiated  deals  totaling  $126  million.  Another  is  Smith 
Barney,  Harris  Upham  &  Co. 

Even  while  Wall  Street  was  in  deep  depression,  a  whole 
new  line  of  business  opened  up  for  it — and  for  those 
shrewd  enough  to  sense  the  trend  and  with  courage 
enough  to  participate  in  it.  — N.G. 


Making  The  Equation:  Investment  bankers  Kohlberg  (left, 
above),  and  Kravis;  and  van  Amerongen  (far  left)  with 
Gibbons.  They've  become  entrepreneurs  in  the  business 
of  helping  other  entrepreneurs. 
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Syracuse  China's  Theis:  Cutting  loose 
from  ITT,  he  made  $5  million  in  seven 
years  on  a  $350,000  investment. 


which  Porter  has  the  lion's  share,  and 
they  have  no  intention  of  selling  out. 

Edward  Gorman,  61,  was  forced  to 
retire  last  year  from  J.C.  Penney  Co., 
where  he  had  worked  for  11  years  as 
marketing  assistant  to  the  president. 
Well-heeled  but  bored  and  restless,  he 
set  out  to  find  a  company  where  he  could 
apply  his  talents.  His  search  led  him  to 
the  San  Francisco-based  Joseph  Magnin 
Co.,  a  $90-million-a-year  high-fashion 
retailer  of  women's  apparel,  which  Am- 
fac,  Inc.  wanted  to  get  rid  of.  Through 
the  New  York-based  investment  banking 
firm  of  Gibbons,  Green  &  Rice,  which 
specializes  in  leveraged  buyouts,  Gor- 
man was  brought  together  with  a  group 
of  investors  that  put  up  $6.3  million  to- 
ward the  $33-million  purchase  price. 
Gorman's  share  was  only  $80,000,  but 
for  his  sweat  equity  he  got  8%  of  the 
stock.  Today  Gorman  is  chairman  and 


Off  The  Shelf:  Bored  in  forced  retire- 
ment, Ed  Gorman  found  something  in- 
teresting— turning  around  a  company. 


chief  executive  of  the  troubled  company 
which  he  hopes  to  turn  around. 

How  can  you  swing  a  $100-million 
deal  for  just  $1  million  in  front  money  as 
L.B.  Foster's  Milton  Porter  did?  That's 
the  beauty  of  the  leveraged  buyout:  You 
don't  have  to  be  rich  to  participate.  The 
leveraged  buyout  gives  you  a  chance  to 
use  sweat  equity  as  part  of  your  down 
payment.  Because  you  gamble  your  fu- 
ture and  because  you  have  a  proven 
track  record,  other  investors  and  money- 
lenders will  take  a  chance  on  you. 

Let's  go  back  to  the  Syracuse  China 
deal  that  turned  Bob  Theis  from  an  em- 
ployee into  a  capitalist.  The  original  pur- 
chase price  was  $7.7  million.  Of  this, 
Teachers  Insurance  &  Annuity  Associ- 
ation provided  $5  million  in  long-term 
debt.  The  equity  capital — leveraged 
two-for-one  by  the  Teachers'  loan — came 
from  people  like  Allstate  Insurance  Co. 
and  the  Henry  L.  Hillman  family  of 
Pittsburgh,  Pa.  Theis  himself  put  up 
only  8%  of  the  equity  capital  but  got  25% 
of  the  equity.  He  was  getting,  in  effect,  a 
free  ride  for  his  risk  and  skill. 

How  do  you  attract  smart  investors 
and  get  shrewd  moneylenders  to  back  so 
leveraged  a  deal?  Gibbons,  Green  & 
Rice  knew  that  Syracuse  China,  a  restau- 
rant chinaware  maker  and  in  the  red, 
was  for  sale.  After  months  of  investigat- 
ing and  making  endless  cash-flow  projec- 
tions, they  concluded  that  new  manage- 
ment and  fresh  capital  could  turn  Syra- 
cuse around.  What  they  needed  was  a 
top  man  to  run  it.  Edward  W.  Gibbons, 
partner  of  the  investment  firm,  ap- 
proached Theis  through  a  mutual  busi- 
ness associate. 

It  ended  up  as  a  beautiful  deal  for 
everyone  concerned.  But  not  until  Theis 
had  turned  the  company  around.  First 
he  bought  the  Syracuse-based  Will  & 
Baiimer  Co.  for  $2  million  in  cash  and 
added  candles  to  his  product  line.  By 
1973  Syracuse  China  had  enough  of  a 
record  that  it  could  make  a  public  offer- 
ing of  common  stock  that  raised  an  addi- 
tional $2.6  million — in  effect,  almost 
doubling  equity  capital  but  giving  away 
only  25%  of  the  equity. 

By  last  year  Syracuse  China  was  earn- 
ing $2.3  million  and  looked  good  enough 
for  Canadian  Pacific  to  offer  $21  million 
for  the  company — nine  times  what  had 
initially  been  invested  in  it. 

Teachers,  the  moneylender,  got  an  or- 
dinary interest  rate  (9.5%)- for  its  risk, 
but  it  also  demanded  20%  of  the  com- 
pany, for  which  it  paid  only  $5,000 — an 
equity  kicker,  as  they  say.  Here's  how  it 
all  came  out:  Theis  with  his  $5  million; 
Teachers,  $4  million  plus  its  loan;  Gib- 
bons, Green  &  Rice,  $2  million  (from  an 
initial  cash  investment  of  $35,000);  the 
Hillman  family,  $3  million  for  its  original 
$350,000.  Even  the  public  stockholders 
came  out  more  than  whole.  For  shares 
that  they  bought  for  $10  each  in  1973, 


Happy  Ending:  John  Puth's  Vapor  Corp. 
was  once  one  of  Singer's  dogs;  now 
Brunswick's  buying  it  for  $90  million. 


they  received  $27  a  share. 

So  popular  have  such  deals  become 
that  insurance  companies,  banks,  com- 
mercial finance  companies,  investment 
bankers,  venture  capitalists  and  even 
wealthy  individuals  are  all  jockeying  for  a 
piece  of  the  action.  Citibank,  which  just 
a  year  ago  set  up  a  division  specializing 
in  buyouts,  has  in  that  time  financed 
$100-million  worth  and  expects  its  lend- 
ing this  year  to  surpass  that  amount. 
Applications  for  buyout  financing  have 
doubled  in  the  last  six  months  at  Teach- 
ers Insurance  Co.,  which  has  $150  mil- 
lion of  its  entire  equity  portfolio  of  $500 
million  invested  in  this  area.  So,  too, 
have  the  number  of  buyout  inquiries 
burgeoned  at  Walter  E.  Heller  &  Co., 
largest  of  the  commercial  finance  compa- 
nies, which  loaned  more  than  $225  mil- 
lion for  buyouts  in  the  last  three  years 
from  its  New  York  office  alone. 


L.B.  Foster's  Porter:  The  owners  had 
estate  problems,  so  CEO  Porter  came  up 
with  a  solution — sell  us  the  company. 
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First  Chicago  Investment  Corp.,  the 
venture  capital  affiliate  of  First  National 
Bank  of  Chicago,  has  half  of  its  assets  of 
$70  million  tied  up  in  leveraged  buyouts. 
And  scrambling  to  keep  pace  with  First 
Chicago  is  Continental  Illinois  Venture 
Corp.,  which,  in  the  one  year  since  it 
began  playing  the  buyout  game,  has  al- 
ready committed  more  than  25%  of  its 
total  investments  there. 

Dazzled  by  successful  deals  like  Syra- 
cuse China,  investment  bankers  special- 
izing in  buyouts  are  staking  larger  por- 
tions of  their  own  capital  for  a  bigger 
piece  of  the  action.  In  the  $100-million 
L.B.  Foster  Co.  buyout,  the  investment 
banking  firm  of  Kohlberg,  Kravis,  Rob- 
erts &  Co. ,  which  put  the  deal  together, 
invested  $2.5  million  to  purchase  40%  of 
the  equity.  In  addition  to  the  $1  million 
put  up  by  Porter  and  the  company's 
management,  $7.5  million  was  provided 
by  an  insurance  company  and  a  bank 
holding  company.  The  $85  million  in 
debt  was  financed  by  the  insurance  and 
bank  companies. 

The  transaction  provided  the  cash 
needed  by  the  two  octogenarian  owners 
'to  pay  future  estate  taxes,  while  en- 
abling them  to  avoid  paying  capital 
gains  taxes.  The  deal  worked  like  this:  A 
new  corporation  was  formed  which  pur- 
chased the  assets  and  assumed  the  lia- 
bilities of  the  old  company.  Because  the 
original  owners  sold  no  stock,  they  paid 
no  capital  gains  taxes.  With  the  pro- 
ceeds they,  in  turn,  set  up  a  separate 
investment  company.  The  new  Foster 
Co.  was  not  drained  of  working  capital. 
The  tax  advantage,  interestingly,  was  on 


the  seller's  side,  not  on  the  buyer's. 

That  is  yet  another  advantage  to  lever- 
aged buyouts:  They  do  not  depend  on  tax 
gimmicks  on  the  buyer's  part  which  Con- 
gress or  the  Internal  Revenue  Service 
could  take  away.  They  simply  involve 
highly  leveraged  loans  plus  venture  cap- 
ital, in  most  cases  secured  by  physical 
assets  (service-type  companies  need  not 
apply),  visible  and  dependable  cash  How 
(risky  startups  need  not  apply,  either) 
and  the  talent  and  dedication  of  the  man- 


agement team.  Essentially,  it  is  a  real 
estate  concept  that  is  applied  to  corpo- 
rate finance. 

Says  Jerome  Kohlberg  Jr.,  partner  of 
Kohlberg,  Kravis,  Roberts  &  Co.:  "In 
the  last  two  years  we  have  had  the  great- 
est environment  ever  for  management 
buyouts.  There  is  plenty  of  money  avail- 
able. The  institutions  have  generated  a 
lot  of  cash  that  they  have  taken  out  of  the 
stock  market  and  out  of  venture  capital 
deals.  With  very  low  stock  prices,  com- 
panies are  increasingly  disenchanted 
with  being  public,  and  you  have  private 
companies  that  can't  go  public.  There  is 
no  favorable  market.  So,  many  are  in- 
stead going  the  buyout  route." 

Many  of  the  large  corporations  that 
rushed  feverishly  to  conglomerate  dur- 
ing the  acquisition  binge  of  the  Sixties 


are  increasingly  divesting  those  busi- 
nesses that  have  become  obsolete,  un- 
profitable or  incompatible  with  the  tech- 
nology and  goals  of  the  parent  company. 
How  to  get  rid  of  them?  Close  them 
down?  You  risk  taking  writeoffs.  Sell 
them  to  another  big  company?  Antitrust 
problems  arise  and  the  delay  could  be 
interminable.  So  selling  them  as  going 
concerns  for  cash  to  existing  manage- 
ment is  in  most  cases  preferable  to  liqui- 
dation.  Smaller  public  companies  are 


finding  the  buyout  route  an  alternative 
to  being  acquired  by  larger  corporations. 
They  are  afforded  a  means  of  going  pri- 
vate until  more  favorable  stock  market 
conditions  warrant  a  public  offering. 

The  Kohlberg  team  has  in  the  last  five 
years  negotiated  and  acted  as  principals 
in  deals  totaling  $350  million,  among 
which  was  the  $92-million  Incom  Inter- 
national spinoff  from  Rockwell  Interna- 
tional Corp.  The  firm  last  year  negotiat- 
ed two  deals  in  addition  to  Foster:  U.S. 
Natural  Resources,  Inc.,  bought  for  $23 
million,  and  A.J.  Industries,  for  $26  mil- 
lion. The  firm  also  stands  to  make  a 
fabulous  return  on  Vapor  Corp.,  taken 
public  in  1976,  four  years  after  it  was 
divested  by  Singer.  Kohlberg,  Kravis, 
Roberts  and  a  group  of  investors  initially 
bought  200,000  shares  at  $2.80  each.  If 
the  Brunswick  offer  is  consummated, 
they  will  have  made  $6.6  million  on  their 
$560,000  investment. 

"When  you  go  into  a  deal  there  is  a  lot 
of  time  and  monitoring,  a  lot  of  work, 
creativity  and  heartbreak,"  says  Kohl- 
berg. "You  have  to  think  at  least  six  to 
seven  times  your  money  over  a  five-to- 
ten-year  period  because  the  good  ones 
have  to  make  up  for  the  bad  ones." 

The  moneylenders,  too,  insist  on  a  big 
return.  Walter  Heller  &  Co.,  for  exam- 
ple, charges  six  percentage  points  above 
prime  on  a  floating  basis  on  loans  se- 
cured by  the  assets  of  the  acquired  com- 
pany— 15%  today.  Bank  rates  are  some- 
what lower,  but  not  that  much  lower. 
Insurance  companies  usually  are  given 
the  additional  incentive  of  a  so-called 
"equity  kicker  "—the  option  to  buy  stock 
(usually  through  warrants)  at  a  nominal 
cost— in  return  for  debt  financing. 
Though  Teachers  Insurance  in  the  Syra- 
cuse China  deal  charged  a  fixed  rate  of 
only  9.5%  on  its  $5-million  loan,  the 
astronomical  return  on  its  $5,000  equity 
investment  substantially  increased  its  ef- 
fective yield. 

What  happens  when  a  deal  goes  bad? 
Among  the  Kohlberg  firm's  failures  is  the 
Hartford-based  Advo  Systems  Co.,  a  di- 


Going  With  The  Leverage 

Among  the  many  cases  of  "leveraged  buyouts"  in  recent  years,  no 
company  illustrates  the  balance-sheet  risk  in  such  deals  better  than 
Vapor  Corp.  Divested  by  Singer  Co.  in  1972,  Vapor  was  purchased  by 
its  management  in  a  $37-million  transaction.  At  the  time,  its  debt-to- 
equity  ratio  was  7.6-to-1,  as  shown  by  its  balance  sheet. 

Long-Term  Debt  $33.5  million 

Stockholders'  Equity.....  $  4.4  million 

Total  Capitalization  $37.9  million 

In  the  five  years  since  the  buyout,  management  has  repaid  the  bulk 
of  the  debt  and  reversed  the  balance-sheet  ratio.  Its  debt-to-equity 
now  stands  at  0.35-to-1 : 

Long-Term  Debt  $10.6  million 

Stockholders'  Equity  $29.9  million 

Total  Capitalization  $40.5  million 

Below,  the  company's  debt  principal  repayment  schedule  since  the 
buyout.  Brunswick  Corp.,  liking  the  looks  of  the  company,  last  month 
signed  an  agreement  to  purchase  Vapor  Corp.  for  $90  million. 

Repaying  The  Debt  (in  millions  of  dollars): 


1973 

1974 

1975 

1976 

1977 

Cash  Flow 

3.1 

3.6 

6.1 

16.3* 

7.9 

Debt  Repayment 

1.1 

1.4 

2.6 

15.0 

1.6 

Unrestricted  Cash 

2.0 

2.2 

3.5 

1.3 

6.3 

'Includes  $10  million  raised  in  public  offering. 


".  .  .  'When  you  go  into  a  deal,  there  is  a  lot  of  time  and 
monitoring,  a  lot  of  work,  creativity  and  heartbreak  .  .  .  The 
good  ones  have  to  make  up  for  the  bad' ..." 
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Buyouts  Instead  Of  Layoffs 


Like  any  healthy  organism,  a  suc- 
cessful corporation  sheds  old  limbs 
and  twigs  as  well  as  grows  new  ones. 
To  facilitate  the  shedding  process,  at 
least  one  corporation  has  developed 
its  own  unique  management  buyout 
program.  Through  its  Technical  Ven- 
tures Operation  established  in  1971, 
giant  General  Electric  Co.  has  un- 
loaded nine  money-losing  operations, 
seven  of  which  are  today  independent 
businesses. 

General  Electric  gives  the  assets — 
technology,  patents  and  equipment — 
to  the  managers  of  the  new  company. 
Any  liabilities  GE  assumes.  In  so  do- 
ing, it  avoids  liquidation  expenses 
and  is  spared  writing  off  the  operation 
at  a  loss.  GE  is  also  spared  the  onus  of 
layoffs  or  the  obligation  to  absorb 
elsewhere  in  the  corporation  the 
managers  of  the  divested  project  or 
division. 

Moreover,  GE  retains  a  percentage 
of  the  new  company's  equity — gener- 
ally about  30%,  but  ranging  as  low  as   

20%  and  as  high  as  40%.  The  value  of 
GE's  stock  in  the  seven  companies  has  more  than  doubled 
since  the  buyouts  were  completed.  The  managers  usually 
get  about  a  third  of  the  equity — for  cash  investments  of 
anywhere  from  a  token  sum  to  $40,000.  In  some  cases  the 
managers  must  remortgage  their  homes  or  borrow  from 
commercial  banks  to  raise  the  stake. 


His  Own  Man:  After 
corporation,  Mikros 
field  now  can  be  an 


To  provide  working  capital,  an- 
other third  or  so  of  the  new  com- 
pany's stock  is  sold  to  companies  in 
related  fields  and  venture-capital  out- 
fits. Only  equity,  and  no  debt,  is 
raised  so  that  the  spinoff  is  not  bur- 
dened by  loan  commitments. 

One  GE  spinoff  is  Mikros  Systems, 
Corp.,  which  makes  microcomputers. 
It  was  divested  by  GE  in  February. 
The  three-year-old  project,  in  which 
GE  had  invested  about  $1  million, 
was  all  that  remained  of  its  propri- 
etary computer  division,  the  bulk  of 
which  was  sold  to  Honeywell  in  1973. 
The  total  amount  of  equity  raised  by 
Mikros  was  $1  million.  Sy  Greenfield, 
president  of  Mikros,  and  three  other 
employees  got  almost  15%  of  the 
common  stock.  GE  purchased  20% 
and  the  remainder  was  divided 
among  three  venture  investors:  Con- 
dec  Corp.,  Alan  Patricof  Associates, 
Inc.  and  Allen  &  Co. 

Says  Pedro  A.  Castillo,  who  heads 

  up  GE's  Technical  Ventures:  "Our 

program  is  essentially  a  way  of  keep- 
ing good  ideas  alive — ideas  that  are  good  intrinsically  but 
not  necessarily  compatible  with  GE."  Says  Sy  Greenfield: 
"Now  I'm  putting  in  12-hour  days,  seven  days  a  week  at 
the  office.  But  the  work  is  absolutely  worth  it — -Mikros 
satisfies  my  primary  entrepreneurial  drive." 

— Elizabeth  Cronin 


years  with  a  giant 
Systems'  Sy  Green- 
entrepreneur. 


rect-mail  marketing  company  bought  for 
$7.5  million  in  1972.  Advo  has  since 
been  sold  at  a  big  loss.  Another  disaster 
negotiated  by  the  firm  is  Cobblers,  Inc., 
a  shoe  manufacturer  purchased  for  $17 
million  in  1971.  The  company  has  not  yet 
been  sold  or  liquidated.  The  Gibbons 
firm  also  has  had  a  problem  company: 
The  school-furniture  division  of  Bruns- 
wick Corp.,  purchased  in  1971,  was  sold 
at  a  loss.  Brunswick  couldn't  make  it  pay, 
but  neither,  it  turned  out,  could  the 
leveraged  buyers. 

Nor  can  leveraged  buyout  dealers 
count  on  public  offerings  to  take  them 
out  at  a  profit.  (Syracuse  China  used  its 
public  offering  to  obtain  working  cap- 
ital.) "In  the  mid-  and  late  Sixties  you 
could  go  out  and  leverage  a  company 
with  $10  million  in  debt  and  $2  million  in 
equity  and  after  a  six-month  period  have 
a  public  offering,  raise  $5  million  and 
reduce  the  debt  by  half,"  says  Edward 
Gibbons  of  Gibbons,  Green  &  Rice. 
"But  now  with  tight  stock  market  condi- 
tions the  initial  financing  is  for  a  long 
period.  It  has  to  support  the  company 
both  in  the  present  and  future.  This  has 
created  greater  risk  for  the  lenders." 

Gibbons'  decision  to  negotiate  the 
Syracuse  China  deal  stemmed  from  his 
belief  that  Theis  could  turn  the  company 
around.  So,  too,  with  the  purchase  by 


Gibbons  last  year  of  Joseph  Magnin  Co. 
Though  the  company  has  had  a  poor 
earnings  record  in  recent  years,  Gibbons 
felt  Magnin's  marketing  would  be 
strengthened  by  bringing  in  the  61-year- 
old  Gorman. 

That's  one  of  the  interesting  things 
about  the  leveraged  buyout  business:  It's 
not  for  your  young  genius,  fresh  out  of 
some  business  school,  the  type  that 
flourished  in  the  new-issue  boom  of  the 
Sixties.  Hardhearted  moneylenders  and 
seasoned  venture  capitalists  won't  buy 
glib  talk  about  concepts.  "We  look  for 
managers  with  the  experience,  wisdom 
and  judgment  that  comes  from  being  in 
business  many  years.  Young  managers 
don't  know  how  difficult  it  is  to  run  a 
business  and  how  much  perspiration 
goes  into  it,"  says  Kohlberg.  Backers 
want  a  track  record  of  the  kind  that  men 
like  Theis  and  Gorman,  Puth  and  Porter 
brought  to  their  deals.  Thus,  leveraged 
buyouts  are  the  ideal  platform  for  the 
person  who  is  blocked  in  his  job  though 
still  energetic  and  ambitious.  Or  for  the 
top  executive  who,  from  his  board's 
shortsightedness  or  greed,  hasn't  been 
given  a  chance  to  become  anything  more 
than  a  high-paid  hireling. 

Are  there  risks?  There  sure  are.  What 
happens  to  those  cash-flow  projections  if 
a  bad  recession  hits?  What  happens  if  the 


new  boss  on  whom  so  much  rides  drops 
dead?  The  backers  of  a  leveraged  buyout 
probably  cannot  get  out  whole  until  the 
heavy  debt  has  been  at  least  partly  paid 
down,  and  that  depends,  of  course,  on 
there  being  no  unpleasant  surprises. 
And  if  the  deal  fails,  where  does  a  60- 
year-old  executive  find  another  job? 

Kohlberg,  emphasizing  the  risks,  says: 
"We  look  at  a  company  and  ask  ourselves 
in  our  financing,  What  happens  if  the 
earnings  go  flat;  or  if  they  drop  back  to 
where  they  were  three  years  before  we 
bought  the  company?  Is  the  financing 
substantial  enough  to  hold  the  company 
over  a  bad  period?'  If  not,  then  the  fi- 
nancing is  wrong  " 

Like  all  investment  trends,  this  one, 
too,  will  eventually  be  carried  to  excess. 
In  their  greed,  investors,  lenders  and 
brokers  will  start  reaching  for  marginal 
deals.  Other  brokers  will  find  a  way  to 
bring  the  public  in  at  an  early  stage  when 
the  risk  is  still  high.  There  will  be  fail- 
ures and  scandals  and  big  loan  losses, 
and  the  whole  game  will  get  a  bad  name. 

But  that  day  is  still  a  good  way  off. 
Right  now,  leveraged  buyouts  are  play- 
ing a  constructive  role  in  keeping  Ameri- 
can capitalism  flexible  and  liquid  and  in 
keeping  opportunity  alive  for  venture- 
some executives  and  venturesome  inves- 
tors. So,  for  now,  enjoy.  ■ 
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Webb-Pomerene:  Washington 
Sends  Business  Mixed  Signals 

Under  provisions  of  an  old  law,  the  Commerce  Department  wants 
to  encourage  American  firms  to  join  forces  to  push  exports. 
The  Justice  Department,  however,  is  very  suspicious. 


In  the  report  that  Commerce  Secretary 
Juanita  Kreps  is  giving  President  Carter 
from  her  department's  task  force  on  im- 
proving U.S.  exports,  one  inconspicuous 
item  calls  for  expanding  the  old  (1918) 
and  obscure  Webb-Pomerene  Act.  The 
act  allows  U.S.  exporters  to  band  togeth- 
er for  joint  marketing,  to  set  uniform 
contract  terms  and  even  to  fix  prices — 
provided  they  do  not  make 
agreements  with  foreign 
producers  or  take  actions 
that  adversely  affect  the 
U.S.  domestic  market.  In 
short,  it  provides  for  an  ex- 
emption from  the  Sherman 
and  Clayton  Acts  at  the  wa- 
ter's edge.  Predictably,  the 
Justice  Department's  anti- 
trusters  are  leery  of  the 
whole  idea. 

The  Webb  Act  now  cov- 
ers only  product  exports. 
But  the  Commerce  Depart- 
ment and  some  congress- 
men would  like  to  extend 
this  (under  bills  now  pend- 
ing in  both  Houses)  to  in- 
clude services.  Thus  con- 
struction or  engineering  or  architectural 
firms,  for  example,  could  bid  jointly  on 
foreign  projects,  thereby  competing  bet- 
ter against  the  package  bids  of  other 
international  bidders. 

"The  Webb  Act  represents  the  under- 
pinnings of  what  could  become  the  U.S. 
equivalent  of  Japan's  trading  compa- 
nies," says  Frank  A.  Weil,  Assistant  Sec- 
retary of  Commerce  for  Industry  and 
Trade.  "The  fundamentals  are  there,  but 
[the  Act]  has  never  been  much  used  by 
the  American  business  community." 

One  reason  for  this  is  that  few  Webb 
Act  associations  have  succeeded.  Of  over 
250  formed  in  the  last  60  years,  only  30 
survive,  and  few  of  these  could  be  called 
successful.  None  has  had  enough  control 
over  its  product  to  fix  prices;  the  main 
successes  have  been  in  arranging  joint 
transport,  winning  bulk  orders  and  (most 
important)  setting  up  international  mar- 
keting networks.  Today  there  are  suc- 


cessful associations  in  phosphate  rock, 
pulp,  paper  and  paperboard,  movies  and 
perhaps  in  sulfur  (now  under  severe 
pressure  from  foreign  producers).  But 
enough  have  crumbled  in  areas  like  cop- 
per, abrasives  and  carbon  black  so  that 
Webb  associations  last  year  racked  up 
less  than  2%  of  U.S.  exports,  vs.  17.5% 
at  their  peak  in  1930. 


This  decline  has  been  at  least  speeded 
by  the  thinly  veiled  hostility  of  the  Jus- 
tice Department,  which  has  long  viewed 
Webb-Pomerene  as  a  kind  of  monopoly 
incubator.  Some  Webb  associations  have 
faced  antitrust  prosecutions  over  the 
years,  charged  with  conspiring  with  for- 
eign competitors  or  adversely  affecting 
U.S.  prices.  Most  of  these  cases  came 
up  in  the  late  1940s  and  early  1950s, 
when  companies  that  wanted  to  export 
could  easily  do  so  on  their  own;  howev- 
er, the  resulting  nervousness  among 
businessmen  about  Webb  associations 
continues  today. 

"For  the  recommendations  of  the 
Commerce  Department  to  be  effective," 
says  Vincent  Travaglini,  director  of  the 
office  of  international  finance  and  invest- 
ment at  Commerce,  "we  must  increase 
the  credibility  of  the  Webb  Act  antitrust 
exemption  among  businessmen.  Many  of 
them  are  now  gun-shy  of  the  whole 


thing."  Adds  Frank  Weil:  "Justice  takes  a 
rather  parochial  view  of  a  lot  of  these 
issues.  We  just  hope  they  let  others  in 
our  society  take  a  more  balanced  view  of 
the  whole  international  picture." 

But  Justice's  trustbusters  continue  to 
wave  the  bloody  shirt  of  monopoly.  The 
Antitrust  Division's  Douglas  Rosenthal 
says:   "How  can  we  attack  OPEC  as  a 
price-fixing  cartel   and  be 
very    sanctimonious  about 
Webb     associations?  You 
know,    the    antitrust  laws 
make  a  great  whipping  boy 
for  the  fact  that  the  associ- 
ations  haven't   been  very 
successful  in  our  history." 

This  knee-jerk  bureau- 
cratic reaction  notwith- 
standing, the  fact  is  that 
many  U.S.  products  should 
be  able  to  benefit  from  the 
Webb  Act.  Not  so  much  the 
machinery  and  high-tech- 
nology products  that  make 
up  the  bulk  of  U.S.  exports 
and  that  compete  on  quality 
and  uniqueness,  but  bulk 
commodities,  notably  farm 
products.  U.S.  broiler  producers  are 
now  considering  setting  up  a  Webb  asso- 
ciation, and  soybean  and  rice  are  possi- 
bilities. Extending  the  Act  to  include 
services  would  help  construction  firms 
and  the  like  compete  against  the  joint 
bids  of  foreign  cartels. 

"It  used  to  be  argued  that  the  U.S. 
should  repeal  the  Webb  Act  because  it 
would  set  an  example  and  maybe  get 
some  of  the  Common  Market  countries 
to  repeal  their  [export  cartel]  laws,"  says 
Marcus  A.  Hollabaugh,  senior  partner  in 
Foley  ,  Lardner,  Hollabaugh  &  Jacobs,  a 
Washington  law  firm  specializing  in 
Webb-Pomerene.  This  is  crap.  Maybe 
when  we  had  a  fav  orable  balance  of  trade 
and  wanted  to  be  a  good  Uncle  Sam,  that 
was  okay.  But  to  make  that  argument  in  a 
situation  like  we  have  now  is  just  asinine, 
if  you  ask  me." 

If  only  the  bureaucrats  would  get  their 
act  together!  ■ 
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"/  have  here  six  copies. . .  six  copies  of  what,  A  lr.  Osgood?" 


Sure,  your  copies  are  readable . . .  mostly. 
But  what  kind  of  impression  do  those  gray,  be 
speckled  things  make  on  customers  and  col 
leagues?  Kodak  copiers  can  turn  out  crisp  blacks 
and  spotless  whites  at  a  rate  of  4200  pages  an  hour. 
It's  quality  that  makes  you  look  good. 

People  tell  us  ours  is  the  best  in  the  busi 
ness.  Let  a  few  of  our  machines  around  your  place 
make  everybody  look  good.  Dependability  is 
great.  You  probably  can't  get  a  better  deal.  We'd 
like  to  demonstrate. 

Write:  A.  Angert,  Eastman  Kodak  Company, 
CD8458,  Rochester,  NY  14650. 


People  say  it's  the  best  quality  in  the  business. 


Kodak  Ektaprint  100F  copier-duplicator 


The  Money  Men 


Bruce  McCowan:  One  Nice 
Guy  Who  Doesn't  Finish  Last 


Bruce  McCowan  is  not  your  typical 
Wall  Streeter.  No  Harvard  or  Princeton 
for  him;  he  got  through  the  University  of 
Idaho  on  a  basketball  scholarship. 
McCowan  was  so  poor  that  he  had  to 
pass  up  an  opportunity  to  attend  Har- 
vard Law  School — even  though  he  had  a 
tuition  scholarship.  His  M.B.A. 
was  earned  evenings  at  New 
York  University  while  he  was 
holding  down  a  full-time  job.  To- 
day, at  39,  McCowan  still  has  the 
short-haired,  neat  look  of  a  nice 
middle-western  jock  in  a  world 
full  of  self-important,  often  flam- 
boyant super  go-getters. 

Don't  be  fooled.  McCowan  is 
no  country  bumpkin.  He  is  living 
proof  that  nice  guys  don't  always 
finish  last.  From  a  portfolio  man- 
ager at  Goldman,  Sachs  &  Co., 
he  rose  to  become  director  of 
research  and  the  second-youn- 
gest partner  in  the  firm's  history. 
By  the  time  he  was  31, 
McCowan  was  making  well  over 
$100,000  a  year. 

Last  year  McCowan  left  Gold- 
man, Sachs — with  the  firm's 
blessing — to  head  up  a  new  in- 
vestment management  outfit, 
Kleinwort,  Benson,  McCowan. 
Goldman,  Sachs  was  preparing 
itself  for  the  original  deadline  set 
by  the  Securities  &  Exchange 
Commission  and  the  Employee 
Betirement  Income  Security 
Act — May  1978  (now  ex- 
tended)— when  investment  firms 
would  have  to  choose  between 
brokerage  and  pension  manage- 
ment functions.  Goldman, 
Sachs,  to  whom  investment  man- 
agement was  only  a  sideline,  had 
no  difficulty  making  the  choice. 
But  rather  than  severing  all  rela- 
tionships with  pension  manage- 
ment, Goldman,  Sachs  helped 
set  up  Kleinwort,  Benson,  McCowan 
and  retains  a  20%  nonvoting  interest  in 
the  firm.  Another  40%  is  held  by  Lon- 
don's investment  bank,  Kleinwort,  Ben- 
son, Ltd.  It's  not  easy  to  give  up  a  part- 
nership in  Goldman,  Sachs,  which  can 
easily  be  worth  $1  million  a  year  before 
taxes.  But  besides  having  his  name  on 
the  new  firm,  McCowan  owns  more  than 
10%  of  the  stock. 


With  parents  like  Goldman,  Sachs  and 
Kleinwort,  Benson,  the  new  pension 
management  firm  and  its  12  principals 
are  off  to  a  roaring  start  with  $500  million 
under  management — suggesting  fee  in- 
come of  $2  million  or  so. 

Not  surprisingly,  considering  its  inter- 


Money  Manager  McCowan:  Running  pension  funds,  he 
says,  requires  a  "blend  of  diverse  talent"  like  a  basketball 
team — jumpshot,  rebound,  fast  break  and  a  good  defense. 


national  parentage,  Kleinwort,  Benson, 
McCowan  has  an  international  invest- 
ment philosophy  which  places  major  em- 
phasis on  how  international  economic 
forces  influence  the  U.S.  stock  market — 
for  example,  the  relative  strength  of  the 
U.S.  dollar  and  its  role  in  attracting  or 
repelling  foreign  money  into  the  U.S. 
stock  market. 

A  case  in  point  was  last  April  s  stock 


market  rally,  which  McCowan  attributes 
in  part  to  large  purchases  of  equities  by 
foreign  investors  who  were  confident  of 
the  dollar  s  rebound. 

In  the  first  quarter  of  this  year  alone, 
gross  foreign  purchases  of  U.S.  stocks 
exceeded  $3  billion,  and  McCowan 
points  to  the  rise  in  such  pur- 
chases from  $7.6  billion  in  1974 
to  $18  billion  in  1976  and  $14 
billion  in  1977  as  evidence  of  the 
growing  foreign  interest  here.  In 
shrewd  anticipation  of  the  influx 
of  foreign  funds,  McCowan  shift- 
ed large  pools  of  money  from 
bonds  to  stocks  in  March. 
Among  the  companies  in  which 
he  took  a  large  position  were 
Northern  Telecom  and  Corning 
Glass  Works. 

Because  of  his  belief  that  the 
market  has  been  undervalued 
during  the  last  year,  McCowan 
has  invested  70%  of  his  assets  in 
equities,  the  remainder  largely 
in  U.S.  Treasury  bonds.  But,  he 
cautions,  if  the  Big  Board  contin- 
ues to  rise — if  it  approaches  the 
old  level  of  1000  on  the  DJI— he 
will  shift  a  greater  portion  into 
bonds.  You  don't,  after  all,  shoot 
craps  with  pension  fund  money. 

Beyond  his  emphasis  on  inter- 
national economics  in  stock  mar- 
ket strategy,  McCowan,  perhaps 
reflecting  his  pragmatic,  western 
upbringing,  is  a  fundamentalist. 
Against  the  global  backdrop  he 
uses  a  computerized  "financial 
screen''  of  some  70  balance  sheet 
and  income  statement  ratios  to 
find  those  securities  that  he  be- 
lieves will  outperform  the  mar- 
ket by  a  wide  margin.  Among 
those  meeting  his  criteria  are  a 
group  of  50  small-  and  medium- 
  size  companies  that  have  aver- 
aged a  32%  compounded  annual 
growth  rate  in  earnings  over  the  last  five 
years.  They  comprise  35%  of  the  firm's 
average  equity  portfolio. 

One  such  stock  is  Multimedia,  Inc.,  a 
South  Carolina-based  communications 
conglomerate  with  earnings  last  year  of 
$12  million  on  sales  of  $92  million. 
McCowan  took  a  large  position  in  the 
stock  at  a  price  of  about  $9  a  share  in 
1974.  It  is  today  selling  at  around  $25. 
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Another  is  Combined  Communications 
Corp. —  which  recently  agreed  in  princi- 
ple to  merge  with  the  Gannett  newspa- 
per chain — bought  at  around  $7  in  1974 
and  sold  recently  in  the  high  20s.  Others 
include  Dow  Jones  &  Co.,  A  T.  Cross, 
Nordstrom,  Payless  Cashways,  Alex- 
ander &  Alexander,  General  Growth 
Properties  and  WD-40  Co. 

The  most  important  ratio  for 
McCowan  is  return  on  gross  operating 
assets — earnings  before  interest  and 
taxes  plus  depreciation  as  a  percentage  of 
the  total  assets  of  a  firm.  If  a  company 
shows  a  20%  or  better  return  on  assets, 
he  says,  this  indicates  it  has  enough  ex- 
cess cash  to  invest  more  than  its  com- 
petitors in  advertising,  marketing,  re- 
search and  development  and  hiring  tal- 
ented managers.  Take  the  case  of  WD-40 
Co.,  a  California-based  manufacturer 
and  distributor  of  a  lubricant  with  a  wide 
variety  of  applications.  Its  return  on  as- 
sets is  70%;  return  on  equity,  47%.  This 
has  enabled  the  company  to  spend  the 
enormous  amounts  needed  to  market  its 
product  nationally. 

McCowan's  final  step  is  to  assess  the 
dividend-paying  potential  of  a  company. 


"We  take  a  three-to-five-year  look,  and  if 
growth  of  the  business  and  profitability 
are  such  that  it  can  pay  a  dividend  that 
gives  us  a  10%  return  on  our  original 
investment,  then  we  really  get  interest- 
ed," he  says.  "The  company  can  reinvest 
that  dividend  and  we  are  still  happy 
because  eventually  it  won't  and  the 
payout  will  increase."  The  longer  such  a 


". . .  'If  growth  of  the  busi- 
ness and  profitability  can 
pay  a  1 0%  dividend,  then  we 
get  interested' ..." 


company  reinvests — thus  skimping  on 
dividends — the  greater  will  be  the  payoff 
when  it  finally  finds  it  has  more  cash  than 
it  needs  and  starts  passing  more  of  it  to 
stockholders. 

So,  it  is  dividend-paying  potential 
rather  than  actual  dividends  that 
McCowan  looks  for. 

At  the  moment  only  4%  of  the  firm's 
managed  assets  are  invested  in  foreign 
securities,  but  through  its  Transatlantic 


Fund — a  mutual  fund  diversified  into 
Japanese,  Dutch,  German,  French  and 
English  companies — the  firm  plans  to 
commit  a  greater  portion  of  its  funds 
abroad.  International  investing  is  faddish 
again,  and  why  shouldn't  a  firm  of  inter- 
national parentage  get  in  on  the  act?  The 
great  success  of  John  Templeton 
(Forbes,  Feb.  1,  1977)  has  not  been  lost 
on  other  money  managers. 

A  pleasantly  frank  man,  McCowan 
makes  no  effort  to  portray  himself  as  an 
investment  genius  with  a  magic  flair  for 
smelling  trends  and  picking  winners. 
Appropriately  for  a  former  athlete,  he 
believes  in  team  play.  "Managing  mon- 
ey," he  says,  "is  like  playing  basketball. 
You  need  a  balance  of  diverse  talents. 
You  want  a  guy  with  a  strong  jump  shot, 
a  solid  rebounder,  someone  who  can 
lead  the  fast  break,  and  a  sound  defen- 
sive player."  That's  especially  true  in 
pension  money  management  where  de- 
fense in  a  bear  market  is  just  as  impor- 
tant as  offense  in  a  bull  market. 

Meanwhile,  McCowan  sits  back  pon- 
dering his  next  move:  "If  the  economy 
heats  up,  I'm  bearish;  if  we  get  moderate 
growth,  I'm  bullish."  ■ 


That's  a  Butler  building?" 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  .  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Co. 
Dept.  B-397,  BM A  Tower, 
Kansas  City,  Mo.  64141.  Mh 
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8  years  ago,  most  Americans 

didn't  know  what  it  would  take  to  keep 

the  environment  clean. 

But  Grace  knew. 


As  hard  as  it  is  to  believe  today, 
"ecology"  hasn't  always  been  a 
household  word. 

In  fact,  it  wasn't  until  the  U.S.  Clean 
Air  Act  of  1 970  that  most  Americans 
began  to  understand  the  importance 
of  keeping  the  environment  clean. 

Fortunately,  long  before  Uncle  Sam 
stepped  in  to  regulate  pollution, 
Grace  had  already  stepped  up  its 
efforts  to  stop  it. 

In  1964,  for  example,  Grace's 
corporate  researchers  developed 
and  produced  the  first  auto  emission 
control  catalyst  approved  by  the 
state  of  California. 

And  since  then,  Grace  has  led  the 
way  in  emission  control,  providing 
both  the  research  and  the 
products  automakers  have  needed 


to  meet  our  environmental  needs. 

Chemicals  — for  industry,  agriculture 
and  packaging  —  are  only  one  part 
of  W.R.  Grace  &  Co.  Grace,  in  fact, 
is  a  $4  billion  company  with  interests 
in  chemicals,  natural  resources  and 
consumer  businesses. 

Since  1968,  ten  years  ago,  the 
company's  net  income  has  grown  by 
an  average  of  15%  annually,  and 
shareholders  have  been  receiving 
cash  dividends  for  44 
consecutive  years. 

Our  annual  report  can  tell  you  more. 
Send  for  it  by  writing  to 
W.  R.  Grace  &  Co. ,  Grace  Plaza, 
1 1 14  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  FB-3. 

One  step  ahead  ofa 
changing  world 


GRACE 

chemicals  •  natural  resources  •  consumer  products 


The  Fiberglass  Boom: 
Will  It  Last? 


"Watch  out  for  those  rocks/'  say  his  Wall  Street  critics. 
"Full  speed  ahead,"  answers  Owens-Corning's  Bill  Boeschenstein. 


OWENS-CORNING      FlBERGLAS  CORP. 

suffered  for  nearly  a  decade  on  an  earn- 
ings treadmill  and  then  in  1976  it  took  off 
like  a  shot.  It  is  still  soaring.  In  1975  it 
earned  only  $1.41  a  share — a  lackluster 
return  on  invested  capital — but  in  1976 
earnings  rose  to  $2.40,  hit  $3.74  last  year 
and  could  reach  $5  in  1978 — close  to  a 
26%  return  on  stockholders'  equity. 

The  energy  crisis  made  the  difference. 
Suddenly  people  became  more  than  pe- 
ripherally aware  of  all  that  precious  heat 
seeping  through  inadequately  insulated 
walls  and  roofs.  All  through  last  winter 
and  as  recently  as  May,  fiberglass  insula- 
tion* was  on  allocation  in  most  markets. 
Meanwhile,  Detroit,  with  some  arm- 
twisting  by  Congress,  had  started  using 
more  fiberglass-reinforced  plastic  to  re- 
place metal  in  cars  as  a  means  of  saving 
weight  (and  fuel). 

OCF's  sales  were  just  over  $800  million 
in  1974,  the  year  the  energy  crisis  first  took 
hold.  This  year  its  sales  should  hit  $1.7 
billion.  Not  many  companies  more  than 
double  sales  like  that  in  four  years,  espe- 
cially big  companies.  Yet,  OCF  did. 

But  can  it  last?  Wall  Street  seems  to 
be  highly  skeptical.  The  stock  recently 
sold  below  30 — less  than  six  times  ex- 
pected 1978  earnings.  Wall  Street  thinks 
OCF  is  in  for  a  tumble. 

President  William  W.  Boeschenstein 
thinks  differently.  He  is  spending  $200 
million  this  year  on  expanding  capacity, 
which  is  more  than  he  spent  in  the  pre- 
vious three  years  combined.  The  result 
will  boost  OCF's  capacity  by  more  than 
one-third.  Boeschenstein,  tall,  trim,  but- 
ton-down collar,  Yale-educated  and  52 
years  old,  clearly  has  no  intention  of 
risking  any  of  OCF's  50%  of  the  U.S. 
market  for  fiberglass  insulation  materials. 

The  big  question,  however,  is:  What 
happens  when  OCF's  expanded  capacity 
runs  into  a  decline  in  demand,  even  a 
temporary  one?  A  lot  of  Wall  Streeters 
expect  a  recession  for  OCF's  two  main 
customers  next  year,  autos  and  housing. 

*"Fiberglas"  is  an  OCF  trademark,  but, 
unlike  "Xerox"  or  "Coke,"  the  trademark  pro- 
tection does  not  extend  to  fiberglass  as  such. 


"We  believe  there  could  be  serious  over- 
capacity problems  in  1980  for  fiberglass 
going  into  cars,  boats  and  appliances," 
says  First  Boston  Corp.'s  specialist  in 
consumer  durables  Laurence  H.  Hirsch- 
horn.  With  other  producers,  notably 
PPG  Industries,  Johns-Manville  and 
CertainTeed,     also     expanding  their 


Owens-Corning's  Boeschenstein:  His 

father  needn't  have  worried;  he's  just 
a  chip  off  the  old  block. 


plants,  there  is  talk  that  as  much  as  one- 
fifth  ot  the  industry's  capacity  could  be 
standing  idle  in  1980. 

Boeschenstein's  answer:  "I  see  great 
growth  ahead  for  us.  I  think  our  earnings 
can  keep  on  growing.  We  don't  expect  a 
severe  recession." 

Becently  out  of  the  hospital  and  still  in 
pain  from  an  operation  for  a  ruptured  disc, 
Boeschenstein  peppily  told  Forbes, 
Our  business  is  a  lot  more  diverse  than 
Wall  Street  perceives  it  to  be.  We  see  $2- 
billion  worth  of  new  markets  in  which  we 
have  little  or  no  penetration." 

Such  as?  Boeschenstein  ticks  off  three 
that  he  claims  Wall  Street  is  virtually 


ignoring:  bathtubs,  Europe  and  roofing. 
Sounds  dull?  Roofing  almost  overnight 
has  emerged  among  the  hottest  fiberglass 
markets.  Just  why  no  one  is  sure,  but 
about  four  years  ago,  starting  on  the 
West  Coast,  customers  began  asking  for 
fiberglass  shingles  in  preference  to  the 
traditional  asphalt — organic  felt  shingles. 
From  virtually  nothing,  fiberglass  now 
has  15%  of  the  $l-billion-plus  roofing 
market,  and  Owens-Corning  expects  it 
to  have  over  50%  in  the  early  1980s.  By 
then  fiberglass  shingles  could  be  almost 
as  big  a  market  as  house  insulation  is  now 
for  Owens-Corning.  "If  your  roof  leaks, 
you  fix  it  and  you  don't  worry  about  the 
state  of  the  economy,"  says  Boeschen- 
stein, who  late  last  year  had  Owens- 
Corning  spend  $108  million  in  cash  to 
buy  a  roofing  and  an  asphalt  company. 

In  the  bathtub  and  shower  market, 
Owens-Corning  tried  to  convince 
plumbing  fixture  manufacturers,  such  as 
American  Standard  and  Kohler,  to 
switch  to  a  higher-volume,  more  ad- 
vanced method  of  making  fiberglass 
units.  When  that  failed  it  went  into  pro- 
duction itself  and  now  is  a  large  and 
growing  supplier.  The  average  tub  con- 
tains about  24  pounds  of  fiberglass,  near- 
ly three  times  as  much  as  goes  into  the 
average  car.  As  Boeschenstein  likes  to 
point  out,  the  modern  house  needs  only 
one  roof,  but  not  many  are  built  without 
at  least  two  bathrooms. 

To  tap  the  European  market,  where 
the  level  of  house  insulation  often  is  still 
several  years  behind  the  U.S.,  Owens- 
Corning  is  building  a  huge  plant  outside 
Brussels  with  West  Germany's  Bayer 
AG.  Just  as  France  s  Saint-Gobain-Pont- 
a-Mousson,  through  its  control  of  U.S.' 
CertainTeed,  is  invading  OCF's  market, 
so  is  OCF  invading  Saint-Gobain's. 

What  about  the  nearer  term  and  the 
slowdown  in  the  key  auto  and  housing 
markets?  Boeschenstein  concedes  fewer 
cars  probably  will  be  built,  but  he  insists 
Detroit  will  end  up  using  more,  not  less, 
fiberglass.  In  the  past  five  years  the 
amount  of  fiberglass-reinforced  plastic 
going  into  the  average  U.S. -made  car  has 
climbed  from  10  to  27  pounds,  according 


50 


FORBES,  JULY  24,  1978 


A  statement  from  Lewis  W.  Lehr.  President,  U.S.  Operations;  James  A.  Thwaits,  President,  International  Operations;  Raymond  H.  Herzog,  Chairman  of  the  Board. 


When  you  look  at  a  package, 
we  think  you  shouldn't  nave  to  search 
for  who  made  it,  wonder  what's  in  it 
or  be  an  engineer  to  read  the  directions. 


THAT'S  WHY  we  are  introducing  our  new 
simpler  and  faster-to-read  company  signature. 
(It's  at  the  bottom  of  this  ad.)  We're  simplifying 
our  packages,  our  literature, 
and  even  our  business  forms.  In 
the  months  ahead,  you'll  see 
many  examples  of  our  new 
communications  system.  We 
hope  you'll  agree  with  this 
basic  premise:  the  clearer,  the 
better.  Clearer  so  that  you  get  the  right  product 
for  the  job.  Clearer  so  that  you  get  the  perfor- 
mance we  intend  and  you  have  a  right  to  expect. 


AND  WE  BELIEVE  that  receiving  messages 
is  just  as  important  as  sending  them.  For  76 
years,  3M  has  worked  hard  at  hearing  you,  at 
being  responsive  to  your  needs.  We  have  tried 
to  look  at  the  world  through  your  eyes. . .  to  see 
things  as  you,  our  customers,  see  them.  Our  job 
is  to  offer  products  that  solve  problems  for 
you  — from  electrical  tape  to  facsimile  tele- 
phone copying  machines,  from  a  tooth  coating 
that  prevents  cavities  to  an  ion-scattering 
spectrometer.  Whether  our  product  is  small, 
big,  simple  or  complex,  it  comes  from  a  com- 
pany that  hears  you. 

3M  Center,  St.  Paul,  Minnesota  55101 


Piece  By  Piece 


No  mass-produced  car  on  the  American  road  today  uses  more 
fiberglass  and  fiberglass-reinforced  plastic  than  the  1978  Chevrolet 
Malibu,  shown  below.  Given  automakers'  urgent  need  to  cut  costs  and 
reduce  car  weight,  Owens-Corning  has  plausible  hopes  for  much 
greater  use  of  fiberglass — in  bumpers,  wheels,  doors  and  deck  lids,  for 
example — as  early  as  1980. 

Steering  Column  Housing 
Steering  Seal  Housing 


Electric  Junction  Box 
Deck  Lid  Gear  Train 
Air  Conditioning  Housing 
Ignition  Housing 
Torque  Converter  Cover 
Battery  Hold  Down  Strip 
Valve  Stem  Oil  Seals 
Speed  Jewel  Straps 
Smog  Filter  Fan 
Smog  Pump  Vane 
High  Energy  Distributor  Cap 
Rectifier  Bridge 
Lamp  Sockets 
Front  End  Panel 


Lower  Instrument  Panel 
Upper  Instrument  Panel 
Seat  Separator  Console 
Gauge  Bobbins 
Window  Lift  Gear 
Neutral-start  Back-up  Switch 
Window  Stops 
Window  Stabilizers 


Rear  Window  Louver 


Side  Marker  Housing 
Lower  Rear  End  Panel 
Tail  Lamp  Housing 
(Three  Different  Types) 
Back-up  Housing 
License  Lamp  Housing 


to  OCF,  with  most  of  it  being  used  for 
surface  parts  such  as  housings  for  head 
and  tail  lamps,  and  front-end  panels.* 
This  helped  lower  the  weight  a  little  hut 
not  much.  To  reduce  gas  consumption 
by  up  to  three  miles  a  gallon  means 
taking  400  pounds  out  of  a  car.  So  if 
they're  to  meet  Washington's  fuel-con- 
sumption requirements,  the  carmakers 
must  soon  begin  using  lighterweight  ma- 
terials for  structural  parts,  as  well. 

About  two  years  ago  fiberglass  engi- 
neers at  both  Owens-Corning  and  PPG 
scored  a  breakthrough.  They  learned  how 
to  mix  fiberglass-plastic  compounds  so 
strong  that  Boeschenstein  is  sure  Detroit 
will  soon  begin  substituting  such  plastics 
for  steel  in  all  manner  of  parts,  even  in 
radiator  core  supports  and  doors  (see 
illustration).  There's  also  even  talk  that 
fiberglass  is  about  to  make  an  inroad  in 
radial  tires  against  steel,  and  that  by  1982 
a  third  of  all  radial  replacement  tires  will 
contain  fiberglass,  up  from  only  15%  now. 


*Fiberglass  by  itself  has  few  applications 
in  autos.  But  it  is  generally  agreed  that  on 
average  about  30%  of  the  weight  of  fiberglass- 
reinforced  plastic  that  is  used  in  auto  parts  is 
fiberglass . 


What  about  housing?  The  old  rule  of 
thumb  before  the  oil  crisis  was  to  put 
three  to  six  inches  of  insulation  into  an 
attic.  Now  some  builders  are  putting  in 
as  much  as  12  inches.  Boeschenstein  also 
predicts  that  more  attention  will  be  paid 
to  insulating  commercial  and  industrial 
buildings  whose  developers  rarely  both- 
ered in  the  past. 

Almost  a  year  ago  producers  started 
putting  fiberglass  insulation  on  alloca- 
tion. One  result  is  the  loss  of  sizable 
amounts  of  market  share  to  the  more 
readily  available  paper-based  cellulose. 
In  any  downturn  there  will  be  inevita- 
bly more  fiberglass  available,  but  rather 
than  that  being  a  problem,  Owens-Cor- 
ning sees  it  as  an  opportunity.  The 
company  hopes  to  regain  all  that  lost 
market  share  simply  because  most  cus- 
tomers ask  for  fiberglass  and  regard  it  as 
a  safer  product  than  improperly  treated 
cellulose,  which  is  highly  flammable  and 
can  cause  corrosion  problems. 

Says  Boeschenstein  of  his  rush  to  ex- 
pand in  spite  of  the  recessionary  dan- 
gers: "We  concluded  that  the  opportuni- 
ties are  such  that  any  delay  in  our  timing 
would  be  a  risk  that  is  ill-advised." 

If  Bill  Boeschenstein  is  wrong,  OCF 


could  be  in  for  a  few  rough  years.  Con- 
ceivably, with  his  stock  selling  at  such  a 
low  price/earnings  ratio,  he  could  even 
face  a  takeover  threat,  now  that  Owens- 
Illinois  has  disposed  of  all  but  3%  of  its 
once-big  interest  in  OCF,  and  Corning 
Glass  Works,  with  26%  of  the  stock,  is 
the  only  remaining  large  stockholder. 
But  because  of  OCF's  present  size,  such 
a  threat  is  a  distant  one.  As  for  the  threat 
of  recession,  OCF  is  in  the  best  financial 
shape  of  its  life:  Debt  amounts  to  only 
about  20%  of  its  total  capitalization,  and, 
since  OCF  came  into  1978  with  $112 
million  in  cash,  it  can  cover  the  bulk  of 
its  huge  capital  expenditures  without 
new  financing. 

Bill  Boeschenstein's  late  father  would 
have  approved  of  all  this.  Not  long  be- 
fore he  retired  as  chairman  in  1967,'  the 
elder  Boeschenstein,  in  an  interview 
with  Forbes,  worried  aloud  that  OCF — 
then  around  $400  million  in  sales — 
might  have  lost  its  risk-taking  bent  and 
settled  down.  That  grieved  him,  for  he 
had  built  Owens-Corning  from  a  tiny 
research  firm  trying  to  market  a  laborato- 
ry curiosity.  As  things  turned  out,  thanks 
to  his  son  and  the  energy  crisis,  he 
needn't  have  worried.  ■ 
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Come  To  The  Prom 

In  black  tie,  that  is.  Which  makes  the  renters  and 
producers  of  formal  wear  very  happy  indeed. 


To  learn  how  the  formal-wear  business  is  doing,  you  might 
ask  the  Beautiful  People,  like  Texas  hostess  Joanne  Herring, 
whose  husband  runs  Houston  Natural  Gas.  "I  almost  never 
have  a  dinner  party  that  isn't  black  tie,"  she  says,  "even  if  it's 
for  only  12  guests." 

But  better  you  should  go  to  a  prom  or  a  wedding  far  from  any 
jet-set  enclave.  That's  where  over  80%  of  all  tuxedos  are  worn, 
and  today  the  youthful  participants  are  reveling  in  formal 
finery — usually  rented.  "This  is  strictly  a  middle-class 
business,"  says  Barry  Snyder  of  Tuxedo  Junction  in 
Buffalo,  N.Y.  "Guys  with  $17  million  in  old 
money  don't  dress  up  to  impress  someone. 

"Prom  orders  are  up  nicely,"  reports  Sny- 
der, whose  firm  grossed  over  $2  million  last  year, 
"and  we're  now  outfitting  more  people  per  wedding. 
Today,  the  groom's  father  usually  wears  a  tux  and  so 
does  the  ring-bearer."  Since  Tuxedo  Junction  does 
5,000  weddings  a  year,   these  little  changes 
could  boost  business  by  $300,000. 

"It  has  taken  a  while  to  adjust,  but  now  it 
looks  like  casual  living  is  actually  going  to  be 
good  for  us,"  adds  Joel  Gingess  of  Gingess 
Formalwear,  the  nation's  largest  rental  chain 
(19  stores  in  Chicago  and  150  franchisees  na- 
tionwide). "We  exist  to  make  events  special, 
and  if  people  don't  dress  up  often,  we  get 
that  much  more  of  an  advantage.  To- 
day the  typical  kid  doesn't  even  own 
a  suit.  So  when  he  wants  to  look 
good,  his  alternatives  are  limited — 
either  buy  one  or  rent  a  tuxedo." 

Serving  that  rental  market  can  be 
very  lucrative.  A  typical  rental  busi- 
ness involves  a  central  dry-cleaning  plant,  a 
dozen  tiny  shops  and  an  inventory  of  about 
12,000  garments — often  financed  through  a  leas- 
ing company.  Each  outfit  costs  about  $150  (half  the  retail  price) 
and  averages  slightly  over  seven  "turns"  a  year.  Assuming  a 
conservative  two-year  useful  life  and  a  $36  fee  per  rental,  each 
unit  pays  for  itself  almost  four  times,  thereby  providing  a  hefty 
margin  to  cover  overhead,  alterations  and  carrying  costs. 
There's  also  a  brisk  demand  for  used  tuxedos  for  hotel,  restau- 
rant and  casino  personnel. 

Though  the  $250-million-a-year  formal-wear  industry  is 
nearly  all  rental,  retailers  are  noticing  the  pickup,  too.  Trendy 
stores  from  Paul  Stuart  in  New  York  to  Giorgio  s  in  Beverly 
Hills  have  tucked  formal  wear  into  their  window  displays;  and 
proper  Brooks  Brothers,  which  will  add  a  $260  notched-lapel 
jacket  to  its  fall  tuxedo  line,  reports  a  decided  sales  increase — 
especially  for  $60  silk  vests  to  replace  cummerbunds,  now 
definitely  out  of  fashion.  "But  don't  expect  any  snappy  quotes 
from  us  about  a  new  trend,"  warns  Mark  Zoilo,  Brooks  chief 
clothing  executive. 

Fortunately,  the  black-tie  boom  is  both  clear-cut  and  easy  to 
document.  A  spring  survey  of  retailers  shows  that  formal-wear 
sales  and  rentals  are  running  15%  ahead  of  1977,  though  the 


rest  of  the  men's  clothing  business  is  flat.  Philadelphia-based 
After  Six,  Inc. ,  a  manufacturer  with  perhaps  60%  of  the  tuxedo 
market,  reports  similar  gains  in  unit  volume.  "It's  the  first 
significant  increase  we've  had  in  a  long  time,"  says  Bobert 
Budofker.  whose  family  controls  the  company.  Despite  those 
gains,  problems  at  the  $64-million-a-year  firm  s  other  divisions 
have  kept  earnings  from  increasing. 

Formal  wear's  new  popularity  comes  none  too  soon,  because 
the  industry  had  to  do  some  very  nimble  stitching  just  to 
survive  the  social  changes  of  the  last  decade.  By  the  late 
Sixties,  schools  were  canceling  dances  for  political  ral- 
and  living  together  in  blue  jeans  was  more  chic 
than  walking  down  the  aisle  in  black  tie.  Manufactur- 
ike  After  Six,  Palm  Beach  and  privately  owned 
Lord  West  responded  by  creating  antiestablishment 
tuxedos  in  off-beat  styles  and  colors.  These  fashions 
differed  dramatically  from  the  conventional  black 
models  for  the  more  conservative  rental  clien- 
tele, but  they  did  keep  the  business  alive. 
Now  it's  back  to  basics,  even  among  high 
school  and  college  customers,  and  the  urge 
to  put  on  the  dog  doesn't  seem  to  stop  with 
tuxedos.  For  years,  sales  of  tailcoats  (worn 
with  white  pique  vests,  wing  collars  and 
matching  white  ties)  were  limited  to  sympho- 
ny conductors,  the  social  elite  in  Old  Guard 
towns  like  New  Orleans  and  St.  Louis,  and 
diplomats — especially  those  bound  for  Japan, 
where  tails  are  de  rigueur.  But  today  there  is  a 
pickup  in  tailcoat  demand  that  the  industry  attri- 
butes only  in  part  to  the  burst  of  formal  openings, 
receptions  and  weddings.  "New  wash-and-wear 
fabrics  make  white  tie  more  comfortable,"  claims 
sg,,  George  Leighton  of  L-M  Fashions,  a  major 
supplier  of  formal-wear  accessories.  "Be- 
sides, today's  laundries  can't  handle  the 
fSM":     old  boiled  fronts  and  detachable  collars. 

Begardless  of  the  return  to  elegance, 
where  formal  wear  has  yet  to  show  a 
resurgence,  and  that  is  the  White  House.  Jimmy  Carter,  who 
told  us  something  by  wearing  a  plain  business  suit  to  his 
inaugural  ball,  obviously  prefers  business  duds  (if  not  blue 
jeans)  to  French  cuffs  and  studs.  He  is  also  the  only  President 
within  recent  memory  who  has  not  hosted  a  white-tie  dinner, 
at  least  not  yet.  This  could  have  diplomatic  repercussions. 
"Lots  of  ambassadors  don't  like  that,"  says  Jean  Shaw  Murray, 
publisher  of  Washington's  "green  book"  social  register.  "They 
have  chests  full  of  medals,  and  it's  the  only  time  they  get  to 
wear  them." 

Though  the  new  emphasis  on  elegance  has  given  formal- 
wear  makers  their  biggest  boost  since  the  posh  Kennedy  years, 
they  still  aren't  satisfied.  "We  want  to  convince  people  that  you 
raise  more  money  if  your  charity  ball  is  formal  and  that  you're 
less  likely  to  get  a  divorce  if  you  get  married  in  a  tuxedo,  "  says 
After  Six'  Bobert  Budofker.  "We  haven't  proved  that  yet,  but 
when  we  do.  .  .  .  "  ■ 


there  is  one  place 


FORBES,  JULY  24,  1978 


57 


Something  ne 
of  rising  health  cart 


ilHSTHOF 


I  ic.ilth  care  costs  in  this  <  ountry  are 
rising  at  an  unacceptable  rate.  And 
Metropt  ilitan,  as  one  ol  the  leading 
group  health  care  insurance  providers, 
realizes  thai  something  has  to  be  done. 

So,  we've  |>ui  together  a  medical 

I I  >'.i  i  ( mtainmehl  pr< tgram,  It  has 
several  facets.  Ami  its  basi<  strength  is 
thai  we're  involving  everybody  thai 
affects,  and  is  affected  by,  the  rising 
Cos!  ol  health  care:  users,  employers, 

providers,  insurers  ahd  regulators. 
We  can'l  sum  up  the  whole  pro 

gram  in  one  statement/  but  here  are 
some  i  'i  the  highlights 

Designing  Flexible  Group 
Medical  Plans. 

We're  providing  pi, ins  lh.it  give  our 

group  customers  more  options  in 

health  Care  delivery,  eliminating  the 

unnecessary,  and  finding  alternatives 

to  the  costly. 

For  example,  we're  recommend 
ing  plans  featuring  .1  range  ot  deduct- 
ibles to  shilt  some  responsibility  ol 
payment  to  the  users,  giving  them  ,1 
greater  sensitivity  to  the  costs  of  medi- 
cal cue 

We're  also  advocating  new  types 


ol  coverage  to  encourage  the  use  of 
effective  and  less  COStly  alternatives  to 
lengthy  and  costly  hospital  stays.  Like 
extended  care  facilities,  home  health 

care,  alcoholii  and  drug  rehabilitation 
fa<  ihiies,  ambulatory  surgical  facilities, 
and  on  an  outpatient  basis,  pre 

admission  and  post  release  testing, 

Metropolitan,  in  cooperation  with 
some  ol  our  gr<  tup  customers,  is  also 
evaluating  the  long  term  effe<  ts  ol  a 

Voluntary  Second  Surgical  ( )pini(  in 

feature  that  may  help  discourage 
unnecessary  surgei  v 

What  it  conies  d<  iwn  tois finding 
the  besl  way  to  design  ( iroup  Medical 

plans.  A  way  that's  more  eltei  live  and 
less  expensive. 

Croup  Claim  Consultants. 
Our  people  in  the  field 
who  make  it  work. 

Metropolitan  c  laim  ( Consultants  are 
key  to  implementation  ol  most  oi  our 
(  ost  (  ontainmenl  Programs 

Metropolitan  C  laim  C  Consultants 
act  as  our  group  customer's  interface 
with  all  health  care  partit  ipants  (hos 
pitals,  doctors  patients,  et<  )  1  hey 
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analyze  programs,  recommend 
c  hanges  when  necessary  and  w< 
mutual  cooperation  among  proy 
users  and  insurers. 

They  i  an  also  initiate  variou 
money  saving  programs  for  poli< 
holders  Such  as  an  Ahseiu  1  <  Q 
Program  that  can  eliminate  or  cu 
down  abuse  of  sick  time  and  dis, 

In  the  administration  of  hea 

care  benefits  for  millions  of  emp 
and  their  dependents,  we  have  (  » 
oped  a  hroad  data  basis  Analy/i 
claim  data,  claim  consultants  in\, 
tigate  unusual  utilization  patten 
resolve  unexplained  orabnorma 

charges.  I  hey  make  sure  (  iroup 

are  fun(  tinning  properly  by  mon 

ing  results,  and  they  are  responS 
for  regular  evaluations  to  our  pot 

holders. 

Promoting  and 
Supporting  Legislatior 

Metropolitan  is  also  actively  invc 
in  legislation  aimed  at  containinj 
medical  care  costs.  And  we're  st 
ing  our  customers  how  they  earn 
make  their  concerns  felt. 

For  example,  we  support  th 


met 


ibout  the  problem 
costs.  A  solution. 


bnal  Health  Planning  and 
Lurces  Development  Act  of  1974, 
|h  provides  for  the  establishment 
j?alth  Systems  Agencies  designed 
jntrol  the  availability  of  health  ser- 
}  and  the  overexpansion  of  such 
Ices.  We  are  currently  preparing 
jiucational  program,  shortly  avail- 
jto  every  policyholder,  which  will 
hem  how  their  employees  can 
[me  effective  members  of  Health 
|?ms  Agencies  and  hospital  boards 

Health  and  Safety 
Education: 

lmost  70  years,  Metropolitan  has 
providing  health  and  safety  edu- 
nal  materials  and  services  to  our 
i  yholders.  Because  we  feel  the 
j/vay  to  keep  costs  down  is  for 
'one  to  keep  healthy,  we're 
:ated  to  promoting  health  and 
/  awareness. 

*3o  you  see,  something  can  be 
about  rising  health  care  costs. 
;  not  saying  it's  easy.  Or  that  it's 
j  to  happen  overnight.  But  as  one 
i  leading  group  health  care 
ers,  we  knew  something  had  to 
me.  And  this  is  what  we're  doing 


Come  to  Metropolitan.  Simplify  your  life. 

O  Metropolitan 


Welcome  To  The  Hot 
 John  Young  

At  46,  John  Young  last  year  was  just  handed  $280,000 
and  the  top  spot  at  Hewlett-Packard,  that  classy  electronics 
company.  But  don't  congratulate  John  yet. 


"THE  DIFFERENCE  between  a  computer 
and  a  calculator,"  says  William  R.  Hew- 
lett, cofounder  (with  David  Packard)  of 
Hewlett-Packard  Co.,  "is  that  the  former 
is  unfriendly  and  the  latter  is  friendly." 
He  means  that  a  computer  is  basically 
designed  around  its  own  techni- 
cal capabilities;  how  to  employ 
those  capabilities  effectively  is 
the  user's  worry.  A  calculator,  by 
contrast,  is  designed  by  asking 
what  jobs  the  user  needs  to  have 
done,  then  crafting  a  machine  to 
do  them. 

Friendly  and  unfriendly.  You 
could  divide  Hewlett-Packard's 
main  businesses  the  same  way. 
The  environment  is  friendly  in- 
deed for  the  Palo  Alto,  Calif. - 
based  company  in  the  field  of 
measuring  instruments,  where  it 
has  made  a  big  name  for  itself  in 
the  39  years  since  it  was  found- 
ed. Its  2,500  highly  specialized 
instruments  do  such  things  as 
measure  voltage,  amperage  and 
resistance.  They  test  every  kind 
of  machinery  from  TV  sets  to 
satellite  navigation  systems. 
Hewlett-Packard  dominates  the 
market  as  effectively  as  IBM 
does  in  computers.  It  was  here 
that  the  company  firmly  estab- 
lished the  memorable  record  for 
growth  and  profitability  that  has 
earned  it  one  of  the  loftiest 
price/earnings  ratios  on  the  Big 
Board — 18  times  earnings. 

But  the  instrument  business  is 
no  longer  growing  fast  and,  to 
keep  its  growth  record  intact, 
Hewlett-Packard  has  had  to  ven- 
ture into  less  friendly  territory. 
Since  late  May,  Hewlett-Packard  has 
had  a  new  chief  executive,  John  A. 
Young,  a  tall,  athletic  man  of  46,  who 
joined  the  company  20  years  ago  with  an 
M  B  A.  from  Stanford  and  an  engineer- 
ing degree  from  Oregon  State.  He  was 
handpicked  to  run  the  company  by  the 
two  founders  who  are  still  spending  half 
of  their  time  there:  Packard  is  chairman 


of  the  board,  Hewlett  is  chairman  of  the 
executive  committee.  It  is  John  Young 
who  has  been  handed  the  tough  task  of 
taking  Hewlett-Packard  deeper  and 
deeper  into  unfriendly  territory. 

One  such  major  venture  worked  out 


New  Boss:  John  Young  is  calculating  a  large-scale  future 
for  Hewlett-Packard  these  days  as  he  leads  the  premier 
instrument  company  into  the  minicomputer  fray. 


rather  badly  in  the  end.  For  a  brief 
period  H-P  made  itself  the  leader  in  the 
business  and  scientific  hand-held  calcu- 
lator field,  which  in  1974  is  estimated  to 
have  yielded  an  impressive  29%  of  com- 
pany profits.  Then  H-P's  high-priced, 
high-quality  calculators  fell  before  the 
competition  led  by  Texas  Instruments, 
and  H-P  had  to  remain  in  the  specialized 


upper  end  ($60  and  up  at  retail)  of  the 
market.  Today  the  division  is  reputed  to 
be  barely  in  the  black  (its  figures  are 
buried  in  other  electronic  data  prod- 
ucts), and,  says  one  employee,  "We 
don't  mention,  the  hand-held  calculator 
division  much  anymore." 

Minicomputers  have,  howev- 
er, worked  out  much  better.  Al- 
though H-P  is  only  about  third  in 
the  field  (behind  Digital  Equip- 
ment and  International  Business 
Machines),  it  is  making  good 
money.  The  electronics-data- 
products  group — chiefly  com- 
puters— contributed  43%  of  sales 
and  almost  the  same  proportion 
of  profits,  in  spite  of  the  drag 
from  hand-held  calculators. 

Under  John  Young's  leader- 
ship, Hewlett-Packard  is  ex- 
panding its  computer  line  deep- 
er into  the  area  where  others 
hold  strong  positions.  Constant 
advances  in  integrated  circuitry 
are  making  it  possible  to  give  a 
breadbox-size  machine  the  com- 
puting power  of  a  big  machine  of 
yesterday.  H-P's  minicomputer 
line  consists  basically  of  two 
products,  one  for  business  and 
one  for  scientific/ technical  use, 
priced  at  $1,500  to  $150,000.  Big 
customers  often  buy  several  sys- 
tems at  a  time  complete  with 
peripherals — terminals,  disc 
drives,  printers,  even  instru- 
ments that  can  be  attached — so 
that  a  single  sale  can  easily  ex- 
ceed $1  million. 

Many   H-P   systems  (though 

  not  its  desk-top  computers,  at 

'  least  for  now)  can  be  linked  to 
big  IBM  host  computers,  an  important 
advantage  for  a  minicomputer.  In  addi- 
tion, H-P  has  just  introduced  three  new 
products  in  its  business-computer  line: 
an  inexpensive  low-end  computer,  a 
powerful  new  high-end  computer  and 
some  new,  easy-to-use  software.  And  its 
own  new  SOS  (silicon-on-sapphire)  inte- 
grated circuits  seem  to  have  survived  a 
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At  a  time  when  America  really  needs 

medium-size  diesel  trucks, 
why  does  it  have  fewer  than  Germany? 


In  the  entire  United  States,  there  are  52,059 
medium-size  (Class  6)  diesel  trucks.  In  West  Germany,  a 
country  the  size  of  Oregon,  there  are  58,000. 

Yet,  America's  had  to  start  grappling  with  the  same 
kind  of  trucking  problems  that  afflict  Germany,  Europe, 
and  the  rest  of  the  world:  The  problem  of  fuel  costs. 
The  problem  of  obsolete  road  systems.  The  problem  of 
maintenance  costs  in  a  world  of  runaway  inflation. 

For  decades,  the  companies  of  IVECO  have  been 
not  only  living  with  these  problems,  but  also  building 
trucks  to  solve  them.  Our  solutions  must  be  effective 
ones,  for  they've  made  IVECO  the  second-largest  truck 
manufacturer  in  Europe  and  one  of  the  10  biggest  in  the 
world.  Now  IVECO  is  bringing  its  Magirus  diesel  trucks 
to  the  United  States.  So  now  that  America  has  Europe's 
trucking  problems,  it  can  avail  itself  of  Europe's  solution. 

America  needs  trucks  that  run  on  cheaper  fuel. 

Our  diesel  engines  are  built  for  a  continent  where 
gasoline  sells  for  as  much  as  $2. 1 6  a  gallon.  They  run  on  a 
fuel  that  nationally  averages  57.50  a  gallon  in  the  U.S.* 

America  needs  trucks 
that  get  better  fuel  mileage. 

In  addition  to  running  on  a  cheaper  fuel,  our 
Magirus  trucks  give  more  miles  per  gallon  of  it:  8  to  10 
miles  per  gallon  vs.  4  to  5  for  most  gasoline  trucks  in  the 
same  weight  class. 

America  needs  trucks 
that  don't  need  constant  maintenance. 

With  no  spark  plugs,  no  distributor,  no  condenser, 
and  no  carburetor,  our  diesel  engines  need  no  tune-ups. 


When  routine  checks  are  needed,  they  can  be  per- 
formed from  the  outside,  without  even  tilting  the  cab. 

America  needs  trucks  that  can  handle  city  traffic. 

Magirus  trucks  are  built  in  Germany,  where  more 
than  80%  of  the  people  live  in  and  around  cities.  Magirus' 
complete  suspension  system  — with  progressive-rate  leaf 
springing,  rear  stabilizer  bar,  and  shock  absorbers  not 
only  for  the  front  axle,  but  also  for  the  cab  —  lets  it 
handle  the  potholed  streets  of  New  York  or  Detroit  as 
easily  as  the  cobblestoned  alleys  of  Rothenburg  or  the 
unpaved  roads  of  the  Sudan.  Its  tight  turning  radius  helps 
it  maneuver  its  way  through  some  of  the  world's  worst 
traffic  jams.  And  when  traffic  jams  just  can't  be  maneu- 
vered through,  the  engine  idles  on  a  fuel-air  mixture 
that's  99.668%  air. 

We've  been  building  diesels  longer  than  most 
manufacturers  have  been  building  trucks. 

In  America,  there  are  companies  that  build  diesel 
engines.  And  there  are  companies  that  build  trucks.  The 
companies  of  IVECO  —  Magirus,  Unic,  Lancia,  OM,  and 
Fiat  —  have  been  building  diesel  engines  since  1907,  trucks 
since  1903.  Which  means  that  America  has  two  places  to 
turn  to  for  the  medium-size  diesel  trucks  it  needs  so 
badly:  Truck  companies  that  are  still  tooling  up  to  make 
diesel  engines.  Or  a  truck  company  that's  been  making 
diesels  for  a  lifetime. 


IVECO 


Magirus  Diesel  trucks  are  distributed  by 

Iveco  Trucks  of  North  America,  Inc.,  Blue  Bell,  Pa. 


'"Federal  Energy  Review.  February.  1978.  Local  prices  may  vary. 
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H£nt  telephone  companies 
han  half  the  country. 

General  Cable. 


Independent  telephone  companies  serve  the  fastest 
growing  areas  in  America.  In  just  seven  years  their  gross 
plant  investment  has  doubled  to  25  billion  dollars — and  they 
plan  to  spend  3  billion  more  on  construction  in  1978. 

General  Cable,  as  the  leading  producer  of  telephone 
cable  for  the  independent  companies,  benefits  from  their 
dynamic  growth. 

We  manufacture  communications  wire  and  cable  in 
eight  plants  across  the  country,  providing  the  broadest 
product  line  and  the  largest 


Telephone  equipment 
manufacturers  use 
millions  of  our  Sprague 
capacitors  each  year. 
Cable  isn't  our  only 
business. 


production  capacity  available 
to  the  independent  telephone 
industry.  In  seven  other  plants 
we  produce  various  related 
products  essential  to 
telephone  plant  construction. 

Our  technological 
strength,  maintained  through 
consistent  investment  in 
advanced  product  research 
and  plant  engineering, 
supports  our  market 
leadership.  For  example, 
General  Cable  designed  and 
produced  the  first  optical  fiber 
lightwave  cables  for  practical 
use  in  aerospace  projects  and 
public  telephone  service. 

For  a  copy  of  our  annual  report,  please  write:  General 
Cable  Corporation,  Dept.  100-63.  500  West  Putnam  Avenue, 

Greenwich,  Connecticut  06830. 


■  General 
^Cablet) 


More  than  cable. 


long  and  costl)  development 

Hewlett-Packard  is  well  aware  of  tin- 
clangers  of  its  thrust  into  computers. 
Many  big  and  smart  companies  tried  to 
take  on  IBM  and  had  their  heads  handed 
to  them.  So  John  Young  is  mounting  his 
effort  carefully.  The  domestic  sales  force 
has  been  almost  doubled  in  the  past  year 
to  500  people — all  of  whom  now  take 
courses  in  business  subjects  to  they  can 
talk  to  executives  intimidated  by  scientif- 
ic jargon  and  gadgetry.  The  sales  force 
has  been  split  between  business  and  en- 
gineering systems.  John  Young  is  esti- 
mated to  spend  about  10%  of  his  time 
making  sales  pitches  to  customer  man- 
agement, since  a  $l-miIlion  commitment 
commonly  requires  the  board-of-direc- 
tors'  approval. 

The  company  has  also  realistically 
limited  its  marketing  efforts  by  forgoing 
well-covered  markets  like  banks  and  in- 
surance companies  in  favor  of  large  man- 
ufacturing companies  "like  ourselves,"  as 
one  H-P  executive  puts  it.  Such  firms 
can  take  a  whole  computer  line  from  the 
technically  slanted  machines  on  factory 
floors  and  near  engineers  desks  to  busi- 
ness systems  for  payrolls,  customer  bill- 
ing and  the  like. 

In  software,  H-P  has  made  the  pro- 
foundly important  decision  to  design  its 
own,  rather  than  copying  IBM's  or  any- 


one else's.  With  hardware  costs  drop- 
ping at  about  30%  a  year,  software,  in- 
creasingly, is  where  the  nu>ne\  is  H  H  P 
can  devise  software  that  is  really  cas\  for 
a  computer  novice  to  use,  it  has  the  dual 
advantage  of  stimulating  hardware  sales 
and  binding  its  customers  closer.  This  is 
exactly  what  the  company  has  in  mind  in 
its  new  Amigo  computer  which  is  now 
under  development. 


".  .  .  Integrated  circuitry 
is  giving  a  breadbox-size 
machine  the  computing 
power  of  the  big  ones  . . . 


On  the  financial  side,  H-P  is  well  pre- 
pared. It  has  some  $170  million  in  cash 
and  equivalents  with  almost  no  debt. 
And  it  has  an  unequaled  cash  cow  in  its 
superbly  profitable  test  and  measuring 
instrument  business.  Hewlett-Packard 
may  be  a  David  to  IBM's  Goliath,  but  it 
is  a  well-armored  David  who  has  had 
plenty  of  target  practice. 

But  however  you  figure  the  situation. 
John  Young  has  his  work  cut  out  for  him. 
He  must  guide  the  company  into  a  diffi- 
cult, rapidly  changing,  new  computer 
market  in  which  the  biggest  competitor 


has  vast!)  greater  resources  than  he  can 
muster.  Internally,  he  has  tin  disadvan- 
tage ol  being  not  as  well  known  to  II  P's 
37,000  employees  as  his  famous  prede- 
cessors. In  an  almost  belligerentl)  infor- 
mal open-plan-office  company  where  the 
executive  uniform  is  short-  or  rolled-up- 

sleeve  shirt  with  necktie.  Young  is  going 
to  have  to  introduce  a  certain  measure  of 
routine  and  formality,  if  only  to  accom- 
modate tlu-  50%  increase  in  the  com- 
pany's personnel  rolls  expected  by  1983. 

Will  the  sheer  increase  in  si/.e  eventu- 
ally mean  the  end  of  those  liiendly  Fri- 
day afternoon  beer  parties  on  the  patio  in 
Palo  Alto,  or  the  annual  division  picnics 
that  can  cost  $20,000  each,  or  ac  cess  to 
the  company  camp  grounds  in  the  Santa 
Cruz  mountains?  Will  it  mean  the  gradu- 
al erosion  ol  Il  l's  ultraliberal  pay  and 
benefit  scale — what  one  former  employ- 
ee called  "the  golden  handcuffs  that  has 
\ept  the  company  free  of  unions? 

In  short,  II  P  has  become  as  big  as  it 
has  without  losing  its  informality,  its 
small-company,  paternalistic  spirit.  John 
Young  will  have  to  try  to  hang  on  to  this 
while  at  the  same  time  he  adjusts  for 
quantum  growth.  He  has  his  work  cut 
out  for  him.  The  patriarchal  figures, 
Dave  Packard  and  Bill  Hewlett,  who 
between  them  own  39%  of  the  stock,  will 
be  watching  him  carefully.  ■ 


Timber  Tangle 

More  federal  timber  would  mean  lower  housing 
prices.  But  nothing  is  easy  in  Washington. 


It  sounded  like  a  good  idea  when  Presi- 
dent Carter  called  for  an  increase  in  the 
timber  harvest  from  government-owned 
land  in  his  big  inflation  speech  last  April 
That  would  increase  the  supply  of  lum- 
ber, cut  the  price  to  homebuilders  and 
reduce  the  cost  of  housing  to  consumers. 
The  Council  on  Wage  &  Price  Stability 
figured  the  move  could  drop  housing 
prices  close  to  2%,  or  $1.5  billion  a  year. 
What  could  be  better  than  that? 

The  President  gave  an  interagency 
group  30  days  to  come  up  with  a  way  to 
accomplish  the  job.  But  the  task  force  is 
going  into  its  third  month,  with  still  no 
report.  When  it  does  come  out,  says  one 
group  member,  "it  won't  be  terribly  con- 
clusive." Because  before  more  federal 
harvesting  can  take  place,  Carter  must 
contend  with  budget  problems,  statutory 
restrictions,  regional  conflicts  and  resis- 
tance from  conservationists 

Specifically,  in  order  to  get  more  pub- 
lic timber,  money  is  needed  for  sales 
administration  and  site  preparation.  But 
the  President's  fiscal  1979  budget  pro- 
posals provide  only  enough  money  to  cut 


10.5  billion  board  feet,  the  same  amount 
as  last  year.  So  lumbermen  are  begin- 
ning to  wonder  if  the  Administration 
really  has  its  act  together. 

Carter's  economists  say  more  budget 
money  is  only  a  "cosmetic''  solution;  the 
real  problem  is  the  policy  by  which  our 
forests  are  managed:  "nondeclining  even 
flow."  The  idea  is  to  keep  forests  from 
being  depleted  by  overcutting.  But  the 
policy  has  been  interpreted  to  mean  that 
the  Forest  Service  can't  cut  more  in  one 
year  than  it  would  cut  in  any  future  year. 
So  there's  an  upper  limit  on  timber  cut- 
ting— now  16  billion  board  feet — regard- 
less of  need  or  demand. 

for  example,  some  trees  are  scattered 
in  hard-to-reach  areas  throughout  the 
Rocky  Mountains  where  cutting  isn't 
cost-effective;  but  they  are  still  consid- 
ered commercial.  Other  accessible  ex- 
panses of  western  forests  are  cluttered 
with  mature  trees  that  should  be  cut  to 
maintain  the  forest's  health.  Instead, 
they  are  rotting  because  harvesting  them 
would  surpass  the  forest's  even-flow  lev- 
el (Forbks,  Oct.  15,  1977). 


Congress,  however,  is  in  no  mood  to 
change  the  even  How  policy.  Senator 
Herman  Talmadge,  chairman  of  the  Sen- 
ate Agriculture  Commitee,  which  ovet 
sees  die  Forest  Service,  maintains  the 
Carter  Administration  isn't  giving  "even 
How'  a  chance,  since  the  policy  has  only 
been  law  for  two  years,  and  the  regula- 
tions implementing  the  statute  won't  be 
out  until  October.  But  the  Georgia 
Democrat's  support  for  "even  flow" 
could  well  be  a  boost  for  the  southern 
timber  industry.  Big  new  cutting  of  pub- 
lic timber  would  lilt  supply  and  aid  wesl 
em  timber  companies,  many  of  which 
rely  on  federal  trees  to  keep  their  saw- 
mills running.  But  it  would  also  have  the 
effect  of  cutting  prices,  including  those 
paid  to  the  many  small  producers  in 
Talmadge's  constituency,  who  depend 
on  trees  from  private  lands. 

That  doesn't  mean  this  logjam  won't 
be  blasted  open,  but  it  will  take  tar  too 
long  to  help  dampen  current  inflation. 
Carter's  task  force  is  trying  to  increase 
the  harvest  without  departing  from  the 
"even  flow"  concept.  And  a  group  ol 
scientists  selected  l>\  the  Forest  Service 
to  help  write  the  rules  implementing  the 
1976  act  just  recommended  liberalizing 
administration  of  the  even-flow  policy 
for  more  flexible  forest  management. 
They,  and  others,  realize  there  is  a  high- 
er power  at  work  in  nature  than  even  the 
President  and  Senator  Talmadge  s  Agri- 
culture Coi  ittee.  ■ 
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"I  burned 
my  business 

to  the  ground. 

Thanks, 

America,  for 
helping  pay 

for  it."  —Anon. 


Arson  fires  cost  over  $1  billion  last 
year.  Who  pays  for  this  billion  dollar 
bonfire?  We  all  do. 

When  somebody  decides  to  put  a 
match  to  his  business  it  is  tough  to  prove. 
When  arson  for  profit  can't  be  proven,  the 
insurance  company  has  no  choice  but  to 
pay.  All  of  us  contribute  to  these  soaring 
damage  claims  by  paying  more  for  our 
own  property  insurance.  Because  insur- 
ance is  merely  sharing  a  risk  among  many. 

What  can  you  do  about  it? 

Help  to  have  arson  classified  as  a 
i  major  crime.  One  with  the  same  high 
priority  for  prosecution  as  robbery. 

Push  for  uniform  state  laws  on 
:  reporting,  detection  and  investigation. 
|  Laws  that  would  make  arson  harder  to  get 
iaway  with.  (Over  20%  of  all  fires  are 
i  thought  to  be  arson,  yet  only  l%-3%  of 
(confirmed  arson  cases  result  in 
|  conviction.) 

Work  for  programs  to  improve 
investigation  techniques  and  cooperation 
among  fire  fighters,  police  officers  and 
insurance  investigators. 

Write  to  state  officials. 

Tell  insurance  commissioners, 
police  and  fire  department  officials  that 
you  would  like  to  see  some  changes  made. 


Put  pressure  on  local  prosecutors 
and  encourage  them  to  get  involved. 

Let  people  know  you've  had  enough. 

Send  for  our  "Enough  is  Enough" 
consumer  booklet.  It's  full  of  information 
on  the  causes  and  the  pro's  and  con's  of 
some  possible  cures  for  high  insurance 
rates.  You'll  find  out  how  to  register  your 
views  where  they  count.  And  how  you  can 
help  hold  down  your  own  insurance  costs. 

Or  you  can  just  do  nothing  and 
figure  the  problem  will  go  away.  Of  course, 
if  it  doesn't,  better  keep  your  checkbook 
handy. 

Enough  is  Enough 

Write  The  St.  Paul  for  your 
"Enough  is  Enough"  booklet.  Or  contact  an 
Independent  Agent  or  broker  repre- 
senting The  St.  Paul.  He's  in  this  with  you 
and  wants  to  help.  You'll  find  him  in  the 
Yellow  Pages. 

St.  Paul  Eire  and  Marine  Insurance 
Company,  385  Washington  St.,  Saint  Paul, 
MN  55102. 


JSKfelll 

Property  &  Liability 
Insurance 


Serving  you  through  Independent  Agents.  St.  Pnul  l  ire  ami  Marine  Insurance  (~ompan\ /St  Paul  Mercur>  Insurance  Company/The  St.  Paul  Insurance  Company/ 
St.  Paul  Guardian  Insurance  Company/The  St.  Paul  Insurance  Compan)  of  Illinois:  Propcm  and  Liability  Affiliates  of  The  S<  Paul  Companies  Inc.,  Saint  Paul,  Minnesota  *>S  1 02. 


The  Little  Railroad 
That  Went  Astray 

How  a  fine  railroad,  Kansas  City  Southern,  became  a  lousy 
conglomerate  but  learned  the  folly  of  its  ways  just  in  time. 


By  JAMES  O'HANLON 

At  62,  William  N.  Deramus  III,  the 
chairman  of  Kansas  City  Southern  Indus- 
tries, remains  tall,  straight  and  hand- 
some, little  changed  since  he  ran  the 
Bengal  &  Assam  in  India  for  the  U.S. 
Army  in  World  War  II  and  a  few  U.S. 
railroads  since — including  the  Chicago 
Great  Western,  the  Katy  and  the  Kansas 
City  Southern. 

Deramus  wears  a  turned-up  porkpie 
straw  hat  behind  his  KCSI  desk  in  down- 
town Kansas  City,  and  sits  through  an 
interview  with  the  distracted  equanimity 
of  a  captive  Buddha.  Every  so  often, 
when  a  question  about  KCSI's  unusual 
recent  history  hits  close  to  home,  a 
bright,  foolish  smile  lights  his  stony  fea- 
tures as  if  to  say,  "Explanations  are  silly; 
God  takes  care  of  His  own  kind." 

God  has  certainly  been  taking  care  of 
Deramus  recently.  The  holding  com- 
pany he  formed  when  he  took  over  the 
100-year-old  Kansas  City  Railroad  from 
his  father  in  1962  has  really  been  cook- 
ing. Its  stock  has  almost  trebled  since 
1975  to  a  recent  53.  Last  year  KCSI 
earned  $7.42  a  share  on  $192-million 
revenues — up  87%  over  1976  s  S3. 96  a 
share  on  $178  million.  So  far,  this  year 
looks  even  better — $2.52  per  share  for 
the  first  quarter  alone — vs.  $1.84  for  the 
same  period  in  booming  1977.  For  all  of 
1978,  $9.50  looks  likely. 

A  grin  spreads  across  Deramus'  face  as 
he  recounts  this  good  fortune.  Perhaps 
he  is  thinking  about  what  a  huge  differ- 
ence just  a  few  years  have  made.  In  the 
Sixties  KCSI  had  become  one  of  the  first 
railroad  holding  companies,  had  gone  off 
on  an  ill-considered  acquisition  spree 
and  had  neglected  the  railroad.  The  hap- 
hazard acquisition  program  was  barely 
stumbling  along  when  KCSI's  ambitions 
caught  the  attention  of  takeover-minded 
Lee  National  Corp.,  a  New  York  real 
estate  management  firm.  "We  finally 
bought  them  off  in  1971  for  some  real 
estate  assets,"  says  KCSI  President  Ir- 
vine O.  Hockaday  Jr.  Hockaday  is  a  41- 
year-old  Princeton-bred  lawyer  KCSI 
hired  to  administer  the  holding  company 


in  1968.  Given  the  Lee  National  affair 
and  KCSI's  rail  problems  since,  Hocka- 
day has  been  powerless  to  do  much  with 
the  stunted  conglomerate  except  sever  a 
couple  of  ungainly  subsidiaries. 

After  Lee  National,  KCSI  got  caught 
up  in  the  1973  Russian  grain  deal.  Thou- 
sands of  tons  of  grain  filed  over  its  right- 
of-way  at  cheap  government-dictated 
rates — a  lot  of  it  in  unusually  bad  weath- 
er— got  tied  up  in  its  per  diem  leased  rail 


cars  in  crowded  Gulf  ports  and,  worst  of 
all,  ripped  up  its  already  ill-repaired 
1,500-mile  track  bed.  The  KCSRR  actu- 
ally lost  $1.6  million  that  year  after  mak- 
ing $4.5  million  in  1972.  "The  idea  that 
volume  means  profit  in  the  railroad  busi- 
ness is  a  myth,"  says  Hockaday.  By  the 
end  of  1973,  with  the  rise  of  OPEC 
practically  insuring  a  resurgence  of  rail- 
way coal  shipments,  KCSI's  tracks  were 
too  banged  up  to  handle  heavy  100-car 


Smiling  Through:  Kansas  City  Southern  Industries  Chairman  William  N.  Deramus  III 
takes  his  own  individual,  philosophic  approach  to  solving  company  problems. 
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History  teaches 
some  important  lessons. 


1901 


Carpenter-turned-builder 
Samuel  Austin  unites  design 
and  engineering  with 
traditional  construction 
services.  Clients  benefit  from 
speed,  quality  and  increased 
involvement.  The  Austin 
Method  means  undivided 
responsibility. 


1927 


General  Motors  announces 
''surprising  price  reductions 
made  possible  by  the 
efficiency  and  economies  of 
the  world's  largest  and  finest 
motor  car  factory"— designed 
and  built  by  Austin.  The 
Austin  Method  means 
production  efficiency. 


1918 


1924 


Austin  designs  and  builds 
28-acre  Curtiss  aircraft  plant. 
Constructed  in  90  working 
days,  the  factory  still  produces 
planes  throughout  WW  II,  25 
years  later.  The  Austin 
Method  means  life-cycle 
planning  for  long-term 
efficiency. 

Hocking  Glass  Works 
destroyed  by  fire.  Five  days 
after  the  contract  date,  Austin 
begins  pouring  foundations. 
Seven  weeks  later,  the  plant 
is  making  glass  again.  The 
Austin  Method  means  quick 
response  to  client  needs. 


1938 


1967 


Austin  completes  the  world's 
first  controlled  conditions 
factory.  At  the  Simonds  Saw 
and  Steel  plant,  every  aspect 
of  the  working  environment 
is  directed  towards  efficient 
straight-line  production.  The 
Austin  Method  means  an 
integrated  solution  to  complex 
problems. 

Austin  designs  and  constructs 
Boeing's  747  assembly 
plant— the  largest  structure 
ever  built  by  man— in  record 
time.  The  Austin  Method 
means  unlimited  scope  and 
money-saving  speed. 


This  year,  The  Austin  Company  is  celebrating  its  one-hundredth 
anniversary.  We're  proud  to  review  our  history  and  to  maintain  its 
traditions  in  our  current  work. 

Whether  your  next  building  project  is  commercial,  institutional  or 
industrial,  The  Austin  Method  can  save  you  money.  And  we  have  a 
century  of  results  to  prove  it. 


THE  AUSTIN 
,  COMPANY 
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NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


"I  couldn't  believe  that  just  walking  could  be  such 
good  exercise.  But  it's  true." 

Will  and  Tish  Grant  have  discovered  that  there  is  a  way  to  get  in  shape  and 
stay  in  shape  that  is  simple  and  fun.  More  important  — it  works.  They  follow 
these  rules: 

1.  Start  gradually.  When  you  begin,  just  walk  briskly  for  15  minutes  or  so 
each  day.  (That's  right,  just  walking  will  improve  your  circulation  and  muscle  tone.) 

2.  After  a  week  or  two,  increase  your  levei  of  activity  a  little  bit  each  day. 
Soon  you'll  be  up  to  a  half  an  hour  a  day.  Then,  when  you're  ready  (your  body  will 
tell  you  when),  jog,  ride  a  bike,  or  swim.  Follow  one  routine  or  a  variety;  do 
whatever  you  enjoy  the  most. 

3.  Set  a  specific  time  each  day.  Perhaps  at  lunch  time  or  after  work.  Make 
exercise  a  part  of  your  daily  routine. 

4.  Get  a  friend  to  join  you.  Someone  to  talk  to.  Make  it  fun,  not  a  chore. 

5.  Most  important,  stay  with  it. 


In  the  long  run,  you'll  be  the  winner. 


For  more  information  write: 
Fitness 

Washington,  D.C.  20201 


coal-unit  trains.  In  one  month  alone, 
especially  in  one  stretch  of  track  in 
mountainous  southeastern  Oklahoma, 
the  KCSRR  had  90  derailments. 

Back  at  square  one,  with  a  railroad  in 
worse  shape  than  in  1962,  Deramus 
hired  civil  engineer  Thomas  S.  Carter, 
57,  to  put  the  Kansas  City  Southern 
track  bed  in  top  shape.  Carter  told  Dera- 
mus and  the  KCSI  board  it  would  cost 
plenty.  "I  went  in  there  and  asked  for 
$75  million- — and  they  gave  it  to  me." 

To  come  up  with  the  money,  the  KCSI 
board  gave  up  paying  cash  dividends  and 
instead  paid  out  shares  of  Mapco,  Inc., 
an  Oklahoma-based  oil-drilling  com- 
pany, which  had  been  acquired  in  one  of 
its  better  deals  in  the  mid-Sixties.  Given 
the  furious  pace  at  which  Mapco  shares 
appreciated  as  an  energy-related  stock, 

".  .  .  'We  are  looking  at  a 
TV  station  for  acquisition, 
but  maybe  this  isn't  the 
right  time  to  buy' .  .  ." 

KCSI  stockholders  didn't  complain. 

With  cash  generated  by  KCSI  oper- 
ations alone,  Carter  has  spent  nearly 
$165  million  upgrading  the  railroad's 
track  bed  since  1974.  Today  it  is  one  of 
the  country's  best,  easily  able  to  handle 
the  14,000-ton  unit  trains  with  which  it 
keeps  two  big  coal-burning  Southern 
utilities  supplied  with  Wyoming  coal, 
brought  to  Kansas  City  by  Burlington 
Northern.  Coal  shipments,  just  1.4%  of 
total  freight  revenues  in  1976,  accounted 
for  7.6%  in  1977,  and  KCSI  doesn't  ex- 
pect it  to  stop  there.  "We  should  more 
than  double  that  percentage  by  the  early 
Eighties,"  says  Hockaday.  "but  if  some 
of  the  Louisiana  paper  and  petrochemi- 
cal plants  switch  to  coal  we  could  have 
another  more  dramatic  increase." 

Besides  coal,  KCSRR's  upgraded  track 
bed  is  attracting  more  grain  and  food 
shipments  heading  south  to  ports  like 
Lake  Charles,  La.  and  New  Orleans,  and 
its  northbound  tracks  stay  hot  with 
wood,  paper  and  pulp  shipments,  loads 
of  chemical  and  petroleum  products. 

The  holding  company?  Slimmed  down 
to  four  small  firms  besides  the  railroad, 
including  an  industrial  vehicle  manufac- 
turer and  a  specialty  computer  service 
company  and  rid  of  a  mutual  fund  man- 
agement firm  and  a  construction  com- 
pany,-it  remains  profitable,  but  stalemat- 
ed. Admits  Hockaday,  "The  returns  are 
still  out  on  the  holding  company."  The 
dog,  quite  clearly,  still  wags  the  tail. 

What  now?  "We  are  looking  at  a  TV 
station  for  acquisition,  but  maybe  this 
isn't  the  right  time  to  buy,"  says  Chair- 
man Deramus. 

What's  wrong  with  just  running  a  prof- 
itable railroad?  ■ 
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Walter  Kidde's  Fred  Sullivan: 

An  Old  Pro 
Looks  At  Acquisitions 

Or,  why  play  the  game  when  it's  crowded? 

By  HAROLD  SENEKER  MMM^MMMM|MiM^^«wmM 


Fred  R.  Sullivan  is  not  averse  to  lei- 
surely lunches  these  days.  This  one  is  in 
the  spacious  dining  room  of  the  Upper 
Montclair  Country  Club,  a  favorite  place 
because  it  is  a  green  oasis  in  the  midst  of 
gray,  industrial  northern  New  Jersey, 
and  because  it  is  only  a  short  drive  from 
the  Clifton  headquarters  of  his  company, 
Walter  Kidde  &  Co.,  Inc.  He  sips  se- 
dately on  a  martini  (on  the  rocks,  with  a 
twist)  and  contemplates  the  question. 

"Actually,  $111  million  isn't  all  that 
large  an  amount  of  money  for  a  corpora- 
tion this  size,"  he  says  at  first. 

Now,  $111  million  may  not  buy  as 
much  as  it  used  to,  but  in  this  case  it's  all 
cash  in  the  bank  and  is  backed  up  by  $55 
million  in  other  cash  assets,  annual  cash 
flow  exceeding  $80  million  and  com- 
pletely untouched  bank  lines  totaling 
over  $84  million.  Walter  Kidde,  with 
sales  of  about  $1.8  billion  this  year,  is 
potentially  a  heavy  hitter  with  lots  of 
experience  in  the  acquisition  game. 

Sullivan  pauses  to  order  the  flounder. 

The  $111  million  in  question  comes 
from  the  sale  of  U.S.  Lines,  the  shipping 
company  he'd  been  trying  to  get  rid  of 
for  seven  years  (there  were,  as  you  might 
guess,  government  roadblocks).  It  has 
been  quite  profitable  lately,  earning 
$11.2  million  last  year  on  $370  million 
revenues,  but  Sullivan  has  made  clear 
what  he  now  thinks  about  being  in  a 
regulated,  cyclical,  capital-intensive 
business. 

The  waiter  exits  and  Sullivan's  brown 
eyes  gaze  past  his  guest  at  nothing  in 
particular.  He  is  very  relaxed.  And  with 
good  reason.  "The  money  gives  us  an 
excellent  balance  sheet,"  he  says.  "Our 
plants  are  all  in  very  good  condition;  we 
have  no  big  need  for  capital  investment. 
We  will  spend  a  couple  of  million  a  year 
more  than  our  depreciation. 

"We  have  acquired  a  few  smaller  com- 
panies to  help  fill  out  existing  lines" — he 
lists  four  with  sales  totaling  $75  million 


or  so,  but  they  cost  him  only  about  $20  What  Recipe?  Kidde's  Sullivan  has  made  his  conglomerate  method  work — brew 
million  altogether — "and  we  have  been     with  anything  good  at  hand,  be  it  door  locks  or  golf  clubs.  But  now  what? 
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restructuring  our  debt.  Long-term  debt 
will  be  33%  of  total  capital  by  the  end  of 
the  year."  He  shrugs.  "We've  made  pru- 
dent investments  with  the  cash.  Since 
April,  money  rates  have  gone  up,  so  the 
money  is  earning  good  interest  for  us  in 
CDs  [certificates  of  deposit]  and  so 
forth." 

All  this  sounds  curiously  unenergetic 
for  a  man  who  built  a  fire-equipment 
company  with  $40  million  in  sales  into  a 
$1.5-billion  conglomerate  in  a  decade  of 
wheeling  and  dealing  and  concluding 
well  over  100  different  acquisitions. 

And  doesn't  he  feel  vulnerable  sitting 
there  with  all  that  cash?  With  his  own 
stock  recently  selling  at  32, 
a  mere  six  times  earnings 
and  below  book  value?  Es- 
pecially while  Henry  Sing- 
leton's Teledyne  controls  a 
17%  block  for  investment 
purposes  that  conceivably 
could  be  shaken  loose  at  the 
right  price? 

"Oh,  I'm  still  on  speaking 
terms  with  Singleton,''  he 
says  casually,  "even  though 
we  haven't  actually  spoken 
in  a  long  time. 

There  is  another  side  to 
that  17%  block,  of  course. 
As  long  as  Teledyne  doesn't 
sell  its  Kidde  stock,  that  big 
block  is  in  itself  an  obstacle 
to  a  takeover.  Teledyne, 
after  all,  insists — and  be- 
lievably — that  it  is  only  an 
investor  in  Kidde. 

But  Sullivan  would  rather 
talk  about  the  first  sizable 
acquisition  he's  made  in  a 
couple  of  years.  That  is 
1977  s  purchase  of  Victor 
Comptometer,  paid  for  bv 
part  of  $100  million  in  8Vi% 

debt  he  took  down  last  year.   

He  discusses  at  length  Vic- 
tor's $225  million  in  sales  (40%  office 
equipment)  and  its  strong  position  (num- 
ber two)  in  desk-top  calculators.  He 
speaks  glowingly  of  the  sales  network 
and  of  its  other  businesses  in  sports 
equipment,  sounding  tor  all  the  world 
like  a  grandfather  doting  on  an  only 
grandchild.  "Eventually,  it'll  overtake 
Sharp,"  he  asserts  proudly,  referring  to 
Sharp  Electronics,  number  one  in  desk- 
top calculators. 

Sullivan's  table  talk  turns  to  his  past 
accomplishments.  After  all,  he  has  a  ca- 
reer to  take  some  pride  in:  starting  in  the 
Depression  years  as  a  $14-a-week  clerk 
at  Monroe  Calculating  Machine  Co. 
(number  one  in  his  day,  but  now  number 
three,  behind  Victor);  ten  years  in  night 
school  earning  a  B.A.  at  Rutgers  and  an 
M  B  A. — a  rarity  in  those  times — at 
NYU;  rising  to  the  presidency  of  the 
family-controlled  Monroe  in  1953,  at  39; 
and  running  it  with  great  success  until  its 


merger  into  Litton  Industries  in  1958. 
Then,  once  in  Litton,  becoming  an  offi- 
cer and  director  there  before  going  off  on 
his  own  in  1964  to  try  his  hand  at  em- 
pire-building at  Walter  Kidde. 

"Litton,"  he  muses,  "was  the  kind  of 
place  that  if  you  stayed  five  years  it  was 
enough.  At  the  time,  Kidde  was  operat- 
ing around  breakeven,  its  president  had 
died  suddenly  and  it  happened  I  was  on 
the  board  as  an  outside  director  ...  I 
thought  I  d  give  it  a  try." 

His  only  major  mistake  has  been  U.S. 
Lines,  an  apparent  book-value  bargain 
acquired  in  1968  whose  obsolete,  run- 
down assets  had  to  be  written  down  and 


Profits  Lift 

dominates 


:  Grove  Manufacturing,  like  most  Kidde  di 
its  market.  Grove's  is  high-margin  mobile 


replaced  with  $130  million  in  new  in- 
vestment— Sullivan  nominally  got  about 
half  his  total  investment  back  in  the  April 
sale,  actually  much  less  than  that  if  you 
figure  in  inflation. 

U.S.  Lines  aside,  things  have  turned 
out  pretty  well.  The  last  down  year  was 
in  1970.  Kidde  having  quite  ignored  the 
1974  recession,  and  the  stock  has  come 
back  from  8'/«  that  year  to  as  high  as  35 
this  year.  Return  on  equity  is  abov  e  av  - 
erage, at  about  15%. 

Sullivan  s  management  style  turned 
out  to  be  no-frills,  tight-with-a-buek. 
keep  it  lean  and  liquid.  The  headquar- 
ters building,  for  example,  is  a  stolid, 
linoleum-floored  affair  left  over  when  a 
subsidiary's  big  government  contract  fell 
through;  the  landscaping  is  plain  grass,  a 
few  white  flagpoles  and  geraniums.  All 
the  company  cars  are  Fords  or  Chevys. 

The  main  thing  is  not  grandeur,  but 
the  fact  that  he's  done  it;  he's  built  up  his 


own  major  company,  almost  from 
scratch.  He's  come  through  the  U.S. 
Lines  epic — which  could  have  been  a 
disaster — in  relatively  sound  shape. 

Sullivan  has  begun  to  shift  top  man- 
agement. In  future  he  will  have  fewer 
operating  people  reporting  directly  to 
him  and,  eventually,  a  separate  operat- 
ing chief. 

Pressed  on  the  takeover  question,  he 
enlarges  a  bit  on  his  situation: 

"Acquisition  targets  in  recent  months 
tend  to  be  single-industry  companies — 
Tropicana,  say,  or  Husky  Oil — and  there 
are  plenty  of  those  around.  By  compari- 
son, a  conglomerate  like  ours  wouldn't  fit 
well  into  other  people's 
companies.  Besides,  a  com- 
pany with  a  good  multiple 
and  doing  acquisitions 
doesn't  want  to  acquire  a 
conglomerate  that  would 
lower  its  own  multiple. 

"In  the  real  world,  we're 
not  immune,  I  suppose,  but 
I've  been  in  this  game  a  long 
time,  and  Kidde  has  a  fair 
number  of  legal  defenses.  If 
somebody  wanted  to  bid  a 
high  price  for  us,  I  suppose 
he  could  do  that,  and  then 
he  could  see  what  hap- 
pened." He  cannot  resist 
smiling  broadly. 

No  more  acquisitions? 
Are  your  conglomerating 
days  over? 

"Perhaps  we'll  add  a  sig- 
nificant company  in  some 
new  industry  for  us,"  he 
says.  "Not  supermarkets,  or 
most  services,  or  soap — 
we're  basically  product-ori- 
ented. Not  energy,  except 
as  a  supplier,  though  we 
would  have  gotten  into  that 

  if  we'd  thought  of  it  soon 

enough.  Now  it's  too  high- 
priced  for  us.  We'd  like  to  add  to  our 
fire-protection  business,  but  those  com- 
panies are  all  too  expensive,  too.  I  can't 
think  of  any  we'd  want  that  are  cheap 
enough  to  buy." 

Later  still,  he  says.  "We'll  have  record 
sales  and  earnings  this  year,  but  I  keep 
reading  all  these  economists  talking 
about  a  slowdown  later  in  the  year  or  in 
1979.  We're  being  very  conservative 
about  inventories  and  expansion;  we're 
keeping  ourselves  especially  lean,  as 
protection  against  any  softness  in  the 
economy."  The  interview  is  over. 

Pondering  on  all  this  discourse  we  can 
see  that  Fred  Sullivan  hasn't  quit  the 
acquisition  game  at  all.  He  is  simply 
remembering  old  Joe  Kennedy  s  habit  of 
sitting  on  cash  and  waiting  for  the  bar- 
gains to  come  to  him.  Why  go  acquisi- 
tion-hunting when  everybody's  playing 
the  game  the  way  they  are  today?  When 
prices  are  sky-high?  ■ 


visions, 
cranes. 
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On  October  19,  1899,  17-year-old 
Robert  Coddard  climbed  a  tree  in  his 
backyard  to  do  some  pruning.  Sud- 
denly his  fertile  mind  envisioned  a 
device  for  flying  into  space.  The  idea  \ 
was  later  entered  in  his  diary  —  and 
never  left  his  imagination.  As  a  student 
and  later  a  doctor  of  physics,  Coddard 
did  exhaustive,  original  research  on 
rocket  propulsion  —  and  on  March  16, 
1926,  fired  the  world's  first  liquid-fuel 
rocket  to  a  height  of  41  feet.  Today,  the 
U.S.  is  using  over  200  of  Goddard's 
patents  —  most  of  them  basic  to 
rocket  engine  operation. 


But  for  you, 
Robert  Goddord, 
the  moon  might  stilt  be 

green  cheese. 


Look  where  the  science  of  space  is  today. 

With  Robert  Goddard's  help,  man  has  been 
iable  to  free  himself  from  Earth's  gravitational 
iapron  strings,  to  launch  himself  and  his  satellites 
into  space  —  and  into  a  new  era. 

For  companies  like  Rockwell,  who  helped 
imake  the  great  leap  possible,  ours  is  an  era  rich  in 
challenge.  We're  working  in  many  areas  to  help 


bring  the  current  and  potential  benefits  of  space 
down  to  Earth. 

The  science  of  space  is  just  one  of  the 
sciences  of  Rockwell.  For  more  about  the  diverse 
company  that  supports  these  developments,  write 
for  our  Annual  Report.  Rockwell  International, 
Dept.  815R,600  Grant  Street,  Pittsburgh,  PA  15219. 
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oday,  only  expensive  one-way  rockets  can  put  man-made  satel- 
ites  into  Earth  orbit,  but  next  year  a  Rockwell-built  Space  Shuttle 
irbiter  will  fly  its  first  of  over  100  missions  into  space.  It's  one  of  a 
leet  of  orbiters  under  construction  for  NASA  —  as  part  of  the 
vorld's  first  reusable  space  transportation  system.  Shuttle  orbiter 
rews  will  place,  service  and  retrieve  satellites  in  space;  operate 
cientific  and  industrial  laboratories  carried  into  and  out  of  space; 
jind  develop  the  technology  for  new  space  systems  such  as  solar 
power  satellites.  The  Shuttle  is  the  key  to  space  operations . . .  and  a 
vhole  new  era  of  benefits  for  mankind. 


Two  thirds  of  all  U.S.  manned 
space  flights  and  satellites  have 
been  launched  with  rocket  en- 
gines built  by  Rockwell.  We 
also  make  attitude  control  sys- 
tems, Shuttle  orbiter  main  en- 
gines, and  smaller  propulsion 
systems  for  deep  space. 


NAVSTAR  satellites  for  the  De- 
partment of  Defense  Global 
Positioning  System  (CPS)  are 
designed  and  built  by  Rockwell. 
When  fully  operational  in  1985, 
GPS  will  give  land,  sea,  air  or 
space  navigators  their  positions 
to  within  30  feet,  their  exact 
speeds  and  the  correct  time. 
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...where  science  gets  down  to  business 


"If  you  don't  specify  copper  plumbing, 
you  could  be  left  high  and  dry" 


By  specifying  copper  tube,  the  owners  of 
this  new  luxury  hotel  have  virtually  assured 
that  their  guests  will  never  be  inconvenienced 
by  temperamental  plumbing  due  to  piping 
failure.  Under  normal  use,  copper  plumbing 
won't  clog,  rust  or  need  to  be  replaced.  And  as 
a  safety  factor,  copper  does  not  burn  or  produce 
toxic  fumes  in  the  event  of  fire. 

But  even  if  you're  not  planning  to  build  a 
high-rise  hotel,  copper  has  other  advantages 
which  apply  to  every  kind  of  construction, 
present  or  future. 

•  Since  America  is  virtually  self-sufficient  in 


copper,  we  do  not  have  to  depend  on  the  whims  of 
foreign  suppliers.  This  is  not  true  of  some  other 
metals  and  petroleum-based  plastics. 

•  Over  40%  of  America's  copper  needs  are  met 
through  recycling  copper  scrap. 

•  In  the  past  25  years,  coppers  salvage  value  has 
more  than  doubled. 

•  In  terms  of  energy  conservation,  a  pound  of 
copper  requires  less  than  half  the  amount  of 
energy  needed  to  produce  a  pound  of  aluminum. 

If  you're  making  a  decision  between  copper 
and  a  substitute,  write  or  call  us.  We  don't  want 
to  see  you  left  high  and  dry. 


phelps 
dados 

U  300  Park  Avenue,  New  York,  NY  10022 

Today,  more  than  ever,  there's  no  real 
substitute  for  copper. 

■ 


Join  the  waste  watchers 
and  make  the  most  of  every 
inch  of  paper  you  buy. 


The  inches  add  up. 

Fort  Howard  has  a  iot  of  ways  to 
help  you  get  the  most  out  of  every 
inch  of  paper  you  buy. 

Take  our  larger-roll  tissue  and 
towels.  They  have  to  be  changed  less 
often.  So  you  throw  away  fewer  stub 
roll  leftovers— and  waste  less  paper. 

We've  all  but  eliminated  leftovers 
in  our  Commander  1 8  cabinet.  It 
uses  almost  every  inch  of  paper  on 
one  roll  before  it  starts  on  the  next. 


Put  the  inches  where  they  count. 

We  put  12%  more  hand-dries  into 
our  largest  roll  towel.  We  simply 
added  75  feet  to  our  625-foot  roll 
towel.  So  you  get  all  the  extra  hand- 
dries  of  a  longer-roll  towel  service. 

Be  a  waste  watcher. 
Your  local  Fort  Howard  distributor 
can  show  you  how  to  be  a  waste 
watcher.  Call  him  today. 
Before  another  inch 
slips  away. 


Fort  Howard  Paper 

Green  Bay.  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


Word  Of  Honor:  Before  taking  charge  at  Wyman-Gordon,  Joseph  Carter  vowed  he  would  never  let  the  company  be  taken  over. 

"Just  Leave  Me  Alone?" 

There  are  companies  that  deserve  to  be  taken  over 
and  there  are  those  that  deserve  their  independence. 
Consider  poor  Wyman-Gordon,  which  is  vulnerable  not 
because  it  is  doing  badly  but  because  it  is  doing  so  well. 


Most  specialty  companies  like  Wyman- 
Gordon  Co.  have  long  since  been  swal- 
i  lowed  up  as  divisions  or  subsidiaries  of 

I  more  diversified  corporations,  but  this 
J  95-year-old  Worcester,  Mass.  closed- 
i  die-forging  company  stubbornly  guards 
j  its  independence. 

Joseph  R.  Carter,  a  pink-faced,  silver- 
haired,  59-year-old  metallurgical  engi- 
neer, presides  over  Wyman-Gordon 
from  an  old-fashioned  office  paneled  in 
dark  teak  and  located  only  steps  away 
j  from  the  company's  first  and  still  func- 
tioning plant.  Listen  to  Carter:  "When  I 
became  president  in  1967  my  predeces- 
sor. Bob  Stoddard,  called  me  into  this 
office  and  asked  the  same  question  his 
father  had  asked  him  some  30  years  earli- 
er, 'Do  you  want  to  keep  this  company 
independent?'  " 

Carter's  answer  then  is  the  same  an- 
swer he  gives  today  to  would-be  acquisi- 
tors:  "I  am  a  stubborn  man  and  I  don't 
want  this  company  to  be  acquired." 

There  is  a  sense  of  pride  in  Carter  and, 
indeed,  in  the  whole  company  that  de- 
rives from  this  very  independence.  Old- 
fashioned  in  some  ways,  it  is  strictly  up 

II  to  date  where  it  counts:  in  product  qual- 
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ity  and  technology.  "We  have,"  says  Car- 
ter, "150  competitors,  but  no  peers. 
Actually,  Wyman-Gordon's  largest  com- 
petitors are  Alcoa's  Cleveland  forging 
works  and  a  unit  of  Park-Ohio  Indus- 
tries, Inc.,  but  the  independent  firm  has 
a  solid  11%  of  the  nation's  forging  busi- 
ness. With  an  annual  sales  volume  now 
over  $300  million  and  ten  plants,  Wy- 
man-Gordon is  not  exactly  a  small  busi- 
ness. But  by  today  s  standards,  neither  is 
it  what  you  could  truly  call  big  business. 

Shortly  before  Carter  also  became 
chief  executive  in  1972,  15  years  after 
joining  the  company,  there  was  some 
question  as  to  Wyman-Gordon's  viability 
as  an  independent  company.  It  was  in 
the  red  and  stressing  volume  instead  ol 
job-to-job  profitability.  "My  head  was  on 
the  block,"  says  Carter.  So  was  the  com- 
pany's. But  just  as  the  company's  inde- 
pendence then  was  threatened  by  its 
very  weakness,  now  it  is  threatened  by 
its  very  strength.  Sales  have  more  than 
doubled  since  1972,  and  profits  jumped 
from  $4.8  million  to  $21  million  ($4.83  a 
share)  last  year.  This  year  looks  even 
better,  with  profits  ahead  18%  in  the  first 
quarter  and  $6  a  share  for  the  full  year 


looking  quite  likely.  Yet  as  recently  as 
this  January  Wyman-Gordon  stock  sold 
for  not  much  more  than  five  times  prob- 
able 1978  earnings. 

Since  January,  takeover  talk  and 
brightening  earnings  helped  push  the 
stock  up  by  50%,  but  the  company  still 
attracts  covetous  glances.  There  are  only 
4.3  million  shares  outstanding  and  60% 
of  them  are  held  by  a  relatively  small 
circle  of  old  families  and  foundations — 
easier,  then,  for  a  would-be  acquisitor  to 
buy  large  blocks.  At  $60  a  share,  you 
would  have  the  whole  company  for  about 
$260  million,  which  isn't  big  money  by 
today  s  takeover  standards. 

One  reason  Wyman-Gordon  escaped 
attention  for  so  long  is  that  it  does  most 
of  its  business  with  a  fistful  of  industrial 
customers  makes  lew  proprietary  prod- 
ucts and  docs  no  business  at  all  with  the 
general  public. 

"We  have  Carved  ourselves  a  corner  of. 
the  forging  market  for  crankshafts  and 
aerospace  products,"  says  Carter.  He's 
putting  it  rather  modestly.  Wyman-Gor- 
don supplies  most  of  the  crankshafts  for 
the  heavy-duty  diesel  engines  made  by 
such  giants  as  Cummins  Engine,  Gener- 
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Space-Age  Forge:  The  forge,  around  since  the  Bronze  Age,  now  uses  vacuum  chambers 
and  computerized  controls  to  produce  high-alloy  metals  at  2,000  degrees  Fahrenheit. 


al  Motors  and  Caterpillar.  Similarly,  it 
produces  much  of  the  high-technology 
structural  components  for  McDonnell 
Douglas,  Lockheed  and  Boeing  air- 
frames, plus  the  rolled  rings  and  discs  for 
the  compressor  and  turbine  sections  of 
the  jet  engines  made  by  United  Technol- 
ogies' Pratt  &  Whitney  and  General 
Electric.  Carter  isn't  exaggerating  when 
he  says,  "I  doubt  there's  a  commercial 
plane  flying  today  in  the  U.S.  that 
doesn't  carry  a  part  forged  by  us."  With 
Wyman-Gordon  parts  also  in  planes  like 
the  F-15  and  F-16,  defense  contracts 
account  for  about  32%  of  Wyman-Gor- 
don's  sales.  Now  the  sabers  are  rattling 
again  in  Moscow  and  Washington,  so 
that's  good  business  to  have. 

Walk  with  Carter  through  one  of  Wy- 
man-Gordon's  sprawling,  modern  ham- 
mer shops  and  you  cannot  help  but  feel 
there's  something  primeval  about  a 
forge.  A  furnace  door  swings  open  to 
silhouette  a  huddle  of  workers  in  a  time- 
less pose.  There  is  the  bone-numbing 
thump  as  metal  pounds  against  metal. 


This  is  an  ancient  business — at  least  as 
old  as  the  Bronze  Age,  in  fact.  Today  the 
men  wear  hardhats  and  earphones  to 
muffle  the  noise,  but  what  still  matters  is 
the  experience  of  knowing  just  when  to 
let  the  35,000-pound  steam-driven  forg- 
ing hammer  crash  down  on  metal  that's 
more  likely  to  be  titanium  or  high-tem- 
perature superalloys  such  as  astralloy 
than  iron  or  copper. 

From  its  earliest  days  Wyman-Gordon 
stressed  technology.  It  was  founded  in 
1883  on  $20,000  capital  by  two  engineer- 
ing graduates  from  Worcester  Polytech- 
nic Institute  whose  fathers  were  plant 
superintendents  for  local  textile  manu- 
facturers Crompton  and  Knowles,  then 
friendly  competitors.  The  sons  soon  ex- 
panded beyond  forging  parts  for  textile 
looms.  They  pioneered  heat  treatment  of 
couplings  for  railroad  freight  cars  and 
were  into  aviatioii  early,  supplying  both 
crankshafts  and  credit  for  the  fledgling 
Pratt  &  Whitney. 

By  the  late  1960s  Wyman-Gordon  was 
badly  misjudging  the  strength  of  its  or- 


der book  and  was  caught  in  an  industry 
downturn.  To  make  matters  worse,  re- 
calls Carter,  "We  were  losing  our  shirts 
on  small  aluminum  forgings  and  on  jobs 
that  we  should  not  have  handled."  He 
assumed  direct  control  over  the  two  larg- 
est hammer  shops,  abruptly  canceled 
contracts  and  reduced  fixed  expenses  at 
the  Worcester  plant  in  a  single  year  by 
28%.  "Most  of  that  was  people,"  says 
Carter,  still  pained  at  the  experience. 

As  sales  went  down — from  $141  mil- 
lion in  1969  to  $117  million  in  1972— 
profits  swung  up,  enabling  Carter  to  cre- 
ate separate  divisions  (and  profit  cen- 
ters), increase  spending  for  technological 
development  within  the  plants  and  later 
begin  a  diversification  program  that  has 
put  the  firm  into  heavy-duty  farm  equip- 
ment. This  now  is  a  $29-million  busi- 
ness, with  the  products  sold  primarily 
through  Caterpillar  dealers  and  with  lit- 
tle competition  to  worry  about. 

"We  cannot  be  complacent,  but  the 
last  economic  downturn  had  no  notice- 
able effect  on  us,"  says  Carter  when 
asked  if  the  next  recession  will  hurt  Wy- 
man-Gordon. He  explains  why:  The  die- 
sel  engine  market,  where  Wyman-Gor- 
don is  strong,  is  growing  steadily  at  6% 
or  so  annually.  The  airlines,  flush  with 
cash,  look  set  to  go  on  a  plane-buying 
binge.  "I  don't  see  any  clouds  on  our 
horizon,"  says  Carter,  "and  that's  a  real 
problem." 

Problem?  As  a  weekend  sailor  on  Nan- 
tucket Sound,  Carter  knows  how  easily  a 
squall  can  blow  up  when  you  least  expect 
it.  So  can  takeover  offers.  Although  its 
stock  has  doubled  in  two  years,  Wyman- 
Gordon  still  sells  for  less  than  twice  its 
book  value. 

"I'm  a  conservative,"  Carter  says, 
"and  I  think  there's  a  place  in  our  society 
for  smaller  companies."  To  bolster  his 
point  he  cites  how  Wyman-Gordon  is 
spending  $10  million,  a  largish  sum  for  a 
small  company,  to  develop  all  three  of 
the  latest  high-technology  forging  pro- 
cesses. "We  need  to  do  this  if  we're  to 
serve  our  customers'  needs  in  the 
1980s,"  he  explains.  "But  I  cannot  justify 
this  on  normal  economic  grounds  be- 
cause I  don't  know  which  of  the  three 
will  work.  You  try  telling  that  to  some 
accountants  at  a  head  office  when  you're 
only  a  subsidiary." 

So  Carter  has  taken  to  the  acquisition 
trail  himself,  probably  on  the  ground 
that  the  best  way  to  avoid  being  swal- 
lowed by  a  bigger  and  more  diversified 
company  is  to  become  bigger  and  more 
diversified  yourself.  "We've  got  bank 
lines  of  credit  and  are  out  looking  for 
firms  with  up  to  $75  million  in  sales  and 
proprietary  products  outside  of  aero- 
space," says  Carter  boldly.  As  an  old 
sailor  he  is  hoping  that  if  he  can  just 
keep  far  enough  out  in  front,  nobody 
should  be  able  to  pinch  the  wind  out  of 
his  sails.  ■ 
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Advice  about 
getting  ahead  in  management 
-from  Business  Week 

If  you're  an  up-and-coming  executive  who  wants  to  make  $25,000  to 
$50,000  a  year,  here  are  3  ways  Business  Week  can  help  you  succeed. 


Business  Week  Helps  Broaden  Your 
»  Vision.  Many  executives  are  knowl- 
dgeable  in  their  specialized  field,  but  Uni- 
ted in  their  understanding  of  other  phases 
if  business.  Yet  the  higher  you  rise  in  man- 
gement,  the  more  you  need  to  understand 
//  phases  of  business,  and  how  they  work 
Dgether. 

Business  Week  helps  because  it's  the 
nost  informative  business  magazine  in  ex- 
;tence.  Published  by  McGraw-Hill,  world's 
argest  business  publisher,  it  covers  all 
ihases  of  business  including:  marketing,  the 
conomy,  labor,  management,  finance,  tech- 
ology,  government,  Wall  Street,  social  is- 
jues,  manufacturing,  the  law  and  12  other 
ireas  important  to  management. 

Business  Week  describes  in  clear,  non- 
technical terms  the  ideas,  events,  trends  and 
lersonalities  shaping  the  news.  And  it  tells 
ou  why  they're  making  news — so  you  gain 
hore  than  knowledge  of  facts — you  gain 
understanding. 

\\S    Business  Week  Gives  the  Latest  Data 
i      for  Your  Recommendations  and  De- 
cisions. Whether  you're  looking  for  the 
utest  interest  rates,  consumer  trends,  short- 
ies, market  trends,  production  statistics, 
i  rice  indices,  retail  volume,  and  so  forth  — 
j  ou'll  find  the  figures  while  they're  still  fresh 
-in  Business  Week.  It's  the  only  major 
ews  magazine  that  gives  you  all  this  critical 
ata  weekly.  It  gives  you  more  business 
ews  than  Time,  Newsweek,  and  Forbes 
'lombined. 


3 Business  Week  Keeps  You  Informed 
•  on  Personal  Business  Matters.  In  its 

unique  Personal  Business  column,  Business 
Week  shows  you  how  to  round  out  and 
polish  your  skills  as  an  effective  executive; 
how  to  get  more  enjoyment  out  of  your 
work  and  the  money  you  make  from  it.  For 
example,  you'll  read  items  like: 

•  Styles  of  executive  leadership — which  is 
right  for  you? 

•  How  to  reduce  your  chances  of  a  tax 
audit. 

•  How  much  sleep  do  you  really  need? 

•  The  facts  on  executive  sex  lives. 

•  Executive  compensation:  where  do  you 
stand? 

•  How  to  project  a  proper  image  in  meet- 
ings. 

•  How  to  motivate  those  who  work  for  you. 

•  How  to  plan  a  business  trip  to  Europe. 

•  How  to  cope  with  insomnia. 

•  Do  you  communicate  confidence? 

•  How  to  keep  more  of  what  you  earn. 

•  How  top  executives  keep  fit. 

Is  having  your  own  subscription  worth 
$26.00?. ..Ask  the  man  you  work  for. 

Moving  up  in  the  executive  world  from 
a  yearly  salary  in  the  teens  to  one  in  the 
20's,  30's  or  even  50's  isn't  just  a  matter  of 
"getting  the  breaks."  An  important  assist, 
as  top  executives  know,  is  having  your  own 


personal  source  of  the  business  news  and 
information  you  need — in  compact,  easy- 
to-read  form,  fresh  each  week  while  it's 
still  news. 

That's  why  Business  Week  is  read  by 
more  successful  men  in  business— chair- 
men, presidents,  and  top  executives— than 
any  other  business  magazine.  They  subscribe 
for  $26.00  a  year— perhaps  you  should  too. 

Free  if  you  subscribe  now: 
Business  Week's  Executive  Portfolio 

If  you  subscribe  now,  we'll  deliver 
Business  Week  to  your  home  or  office  every 
week  for  a  full  year.  You'll  also  receive,  as  a 
special  gift,  our  Executive  Portfolio  of 
"Special  Reports  on  Major  Business  Prob- 
lems." The  Executive  Portfolio  was  pre- 
pared after  consultation  with  dozens  of 
presidents,  chairmen,  economists,  market 
analysts,  consultants,  vice  presidents,  man- 
agers and  directors  from  leading  business 
schools  and  companies. 

The  13  reports  in  this  Portfolio  have  all 
appeared  exclusively  in  Business  Week. 
Three  of  the  reports  have  won  business  jour- 
nalism's highest  awards  for  excellence. 

The  Executive  Portfolio  is  160  pages 
and  contains  numerous  charts  and  pictures.  It 
is  handsomely  bound,  and  your  name  will  be 
embossed  in  gold  leaf  on  the  cover. 

For  your  free  Executive  Portfolio,  and 
your  one-year  subscription,  simply  return 
the  attached  postpaid  card  or  the  coupon 
below.  No  need  to  send  money  now;  we  can 
bill  you  later. 


More 
successful 
executives . . . 

. . .  more  chairmen, 
presidents  and  top 
management  person- 
nel read  Business 
Week  than  any  other 
business  magazine. 
One  reason  is  because 
Business  Week  gives 
you  more  business 
news  than  any  other 
magazine — more  than 
Time,  Newsweek  and 
Forbes  combined. 
Subscribe  now  and 
you'll  also  receive  a 
free  Executive  Port- 
folio of  "Special  Re- 
ports on  Major  Busi- 
ness Problems." 


BusinessWeek 


Herbert  A.  Hunter 


1221  Avenue  of  the  Americas,  New  York,  N.Y.  10020 

Please  send  me  my  personalized  copy  of  the  new  Executive  Portfolio  of  "Special  Reports 
on  Major  Business  Problems"  as  a  bonus  gift  with  my  one-year  subscription  to  Business 
Week  for  the  regular  rate  of  $26  (less  than  51e  an  issue — and  savings  of  $37.75  over  the 
newsstand  price). 

□  I  prefer  a  3-year  subscription  at  the  regular  rate  of  $59.25 

□  Payment  Enclosed  □  Bill  Me  □  Bill  My  Company 
Please  print  name  as  it  should  appear  embossed  in  gold  on  the  cover  of  your  Executive 
Portfolio. 


Title 


Name 


.  Mb 
Company  


Number  of  Employees. 


Product  or  Service  

Send  to    □  Home    □  Office 


□  Manufacturer 


□  Non-Manufacturer 
67300-4 


State 


Zip 


Baby-Sitting  Is  Big  Business 


Look  what's  back:  children's  day-care  chains.  But 
it's  a  soberer  business  now  than  it  was  in  the  Sixties 
and  some  of  the  companies  are  doing  very  well. 
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By  FLORA  LING 

Back  in  Wall  Street's  hot-concept 
days,  investor-owned  day-care  chains 
seemed  surefire — like  private  hospital 
companies  and  franchised  nursing 
homes.  The  female  invasion  of  the  labor 
market  was  one  of  history's  great  socio- 
logical changes.  Who  would  take  care  of 
those  millions  of  kids?  Why  couldn't 
someone  do  for  baby-sitting  what  Ray 
Kroc  had  done  for  hamburgers? 

Trouble  was,  children  aren't  hamburg- 
ers. Like  the  nursing-home  business, 
day-care  centers  went  through  a  shake- 
out,  with  mismanagement,  neglect,  ex- 
ploitation and  increasingly  stringent  gov- 
ernment regulation.  In  the  early  Seven- 
ties, many  of  the  burgeoning  chains  went 


into  either  bankruptcy  or  consolidation. 

But  the  survivors — the  ones  that 
learned  their  lessons — are  doing  well.  In 
the  last  five  years,  growth  for  the  two 
most  aggressive  publicly  owned  day-care 
chains  has  averaged  30%  a  year  with  net 
margins  running  close  to  6%  and  an  aver- 
age return  of  25%  on  stockholders'  equi- 
ty. They  are  still  tiny  companies. 
Kinder-Care  Learning  Centers,  Inc.,  the 
industry  leader,  has  only  about  $20  mil- 
lion in  revenues — but  hopes  are  high. 

Day  care  has  become  an  employee 
fringe  benefit  with  some  companies,  like 
Connecticut  General  Insurance  Corp.  in 
Hartford,  Conn.,  and  a  bargaining  target 
of  several  unions,  like  the  International 
Chemical  &  Atomic  Workers. 

There  are  now  38  million  women  in 


the  labor  force,  14%  of  them  with  chil- 
dren under  age  six.  Nearly  four-fifths  of 
the  5  million  children  who  now  require 
full-time  day  care  are  still  in  neighbors' 
homes  or  with  at-home  baby-sitters. 

What  did  the  survivors  learn?  Gerald 
Benowitz,  president  of  Mini-Skools, 
Ltd.,  a  Canadian-owned  California- 
based  company  that  is  the  biggest  pri- 
vately held  company  in  the  field,  was  a 
Wall  Street  broker  back  in  the  industry's 
hot-concept  days.  "It  was  a  nice  growth 
industry  then,''  he  says.  "It  was  going  to 
be  just  like  franchising."  Mini-Skools 
and  most  other  companies  that  survived 
came  to  a  crucial  decision:  Franchising 
usually  doesn't  work.  You  can't  retain 
the  necessary  control;  there  are  too 
many  opportunities  for  substandard  op- 


B0 


FORBES,  JULY  24,  1978 


Sweet  Smell  of  Success. 


Eight  years  of  research  and  testing 
now  have  resulted  in  new  technology 
that  removes  most  pollutants  from  coal 
before  it  ever  reaches  a  power  plant 
furnace. 

It's  called  solvent  refining.  A  process 
we've  developed  jointly  with  the  Elec- 
tric Power  Research  Institute  and  the 
federal  government. 

For  the  Southern  electric  system,  it 
has  dramatic  implications. 

We're  one  of  the  major  electric 
systems  in  the  country  In  1977  alone,  we 
used  nearly  32  Vz  million  tons  of  coal  to 
generate  over  80%  of  the  electricity  we 
supply  in  four  states. 

And  as  America  shifts  its  energy 
base  from  petroleum  to  electricity  the 


Southern  electric  system  will  be  using 
even  more  coal. 

Probably  about  50  million  tons  a  year 
by  1985. 

If  commercial  production  can  be 
attained,  solvent  refining  could  help  us  to 
do  it.  Cleanly  Safely  With  a  lot  greater 
freedom  from  foreign  energy  policy 

Keep  that  in  mind  when  you  pass  a 
power  plant  on  the  Southern  electric 
system. 

Behind  those  stacks  lies  a  lot  of 
technology  coal,  capital,  and  solid 
employee  and  management  know-how. 

Resources  that  are  going  to  get  us  to 
the  Electric  Economy  well  on  time. 

And  get  us  there  without  running  out 
of  breath. 


The  Southern  Company;  Alabama  Power  Company;  Georgia  Power  Company; 
Gulf  Power  Company;  Mississippi  Power  Company,  Southern  Company  Services,  Inc. 


Southern  Company 

the  southern  electric  system 


eration  and  mediocre  management. 
Kinder-Care,  for  example,  started  as  a 
franchising  operation  but  today  owns  all 
but  9  of  its  250  centers  and  President 
Perry  Mendel  says  he  eventually  wants 
to  buy  those  back,  too — while  opening 
80  to  100  new  centers  next  year. 

The  day-care  companies  retain  some 
of  the  trappings  and  scale  economies  of 
franchising.  Kinder-Care's  centers  al- 
most all  have  identical  little-red-school- 
house  steeples  and  standardized  equip- 
ment. Children's  World,  Inc.  has  yel- 
low-and-blue  vans.  Several  centers 
feature  brightly  colored  T-shirts,  tote 
bags  and  other  paraphernalia. 

But  they  also  learned  that  they  need 
dedicated  professionals  and  quality  care, 
not  just  marketing.  "Parents  need  to  feel 
their  children  have  a  safe  environment 
that  encourages  social  and  emotional 
growth  as  well  as  academic  growth,"  says 
Matt  Miller,  28,  director  of  a  Children's 
World  center  in  Denver.  "They're  look- 
ing for  a  warm  and  loving  place  for  their 
kids."  A  day-care  center,  after  all,  is  a 
place  where  some  children— like  five- 
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year-old  Amy,  daughter  of  divorced 
Denver  construction  worker  Michael 
Tancig — spend  up  to  12  hours  a  day. 

The  successful  companies  have 
learned  that  the  market  is  not  as  big  as  it 
once  looked.  Says  Bob  Benson,  the 
youthful  (36)  Harvard  M  B  A.  who  runs 
Children's  World:  "We're  looking  for 
Middle  Americans  with  incomes  at  \0c/r 
to  50%  above  median."  Mini'Skools' 
Benowitz  tracks  the  housing  market:  "In 
California,  homes  which  cost  $60,000 
four  years  ago  now  cost  $130, 000. 
There's  no  way  a  couple  under  30  or  35 
can  meet  that  obligation  without  both 


A  Montage  Of  The  New  Child-Care  In- 
dustry: Pat  Darling  (lower  left),  a  32- 
year-old  registered  nurse  and  mother  of 
two,  works  in  the  "toddler  room"  (un- 
der age  2V2)  of  a  Denver  Mini-Skool. 
Bob  Benson  (upper  left),  a  former  Pen- 
tagon budget  analyst,  is  CEO  of  Chil- 
dren's World,  third-largest  public  com- 
pany in  the  field.  Peter  Mclnerney  (be- 
low), with  student  Chad  Burkhardt,  4,  is 
a  career  educator  with  a  psychology 
degree;  he's  one  of  the  rare  male  teach- 
ers in  an  industry  largely  staffed  by 
women  at  minimum-wage  pay  scales. 


incomes."  Good  schools,  a  high  percent-l 
age  of  under-six  children  and  above-av- 
erage parent  educational  levels  also) 
identify  prime  markets — like  Denver,, 
Houston,  Minneapolis,  southern  Califor- 
nia and  Atlanta.  But  there  are  only  so) 
many  prime  markets. 

Some  20%  of  day-care  costs — up  to 
$400 — can  be  used  as  a  credit  against 
taxes  payable.  But  this  kind  of  tax  sup- 
port is  more  valuable  to  higher-income 
taxpayers  than  to  the  poor,  who  pay  little 
or  no  income  tax.  This,  too,  acts  as  a  limit 
on  the  size  of  the  private  market. 

Still,  the  field  looks  attractive  again  to 
many  entrepreneurs  and  investors. 
Kinder-Care  stock,  which  once  dropped) 
to  under  $1,  has  zoomed  to  16  recently 
(after  two  2-for-l  splits),  and  Taft  Broad- 
casting Co.  recently  bought  a  20%  posi- 
tion. Kinder-Care  itself,  meanwhile,  will 
soon  acquire  Living  &  Learning,  the 
fourth-largest  stockholder-owned  chain 
with  34  centers  and  $4-million  revenues, 
for  about  $5.7  million  in  stock.  La  Petite 
Academies  is  the  biggest  profit  center  of] 
CenCor,  Inc.,  a  small  Kansas  City-based 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 
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1,000,000  Shares 


CQRPQFLATH3N' 


Common  Stock 

($1  Par  Value) 


Price  $25.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  only  from  such  of  the  under- 
writers as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


The  First  Boston  Corporation        Dillon,  Read  &  Co.  Inc.        Drexel  Burnham  Lambert 

Incorporated 


Goldman,  Sachs  &  Co. 


E.  E  Hutton  &  Company  Inc. 


Lazard  Freres  &  Co. 


Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  &  Smith  Incorporated 


Loeb  Rhoades,  Hornblower  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Salomon  Brothers 
Wertheim  &  Co.,  Inc. 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


Warburg  Paribas  Becker 

Incorporated 

Shearson  Hayden  Stone  Inc. 


consumer  service  conglomerate. 

From  those,  the  field  scales  down  rap- 
idly: Children's  World,  with  67  centers 
and  over  $8  million  in  revenues;  and 
Mary  Moppet's  Day  Care  Schools,  with 
81  centers,  mostly  franchisee!,  with  $7 
million  in  gross  system  revenues. 

The  typical  center  has  a  capacity  of  KK) 
kids.  Parents  pay  as  much  as  $43  a  week 
per  child  at  most  centers,  and  under  that 
rate  structure,  says  Children's  World's 
Benson,  "A  typical  new  center  will  break 
even  at  65%-to-70%  capacity.  Profit  mar- 
gins accelerate  rapidly  above  that. 

There  are  signs,  however,  that  this 
boom,  like  all  booms,  will  not  last  lot- 
ever.  One  reason  the  business  is  so  prof- 
itable is  that  wage  scales  are  very  low, 
with  a  median  salary  of  as  little  as  $4, 100 
a  year  lor  aides  and  $5,100  lor  teachers. 
The  current  oversupply  of  teachers  is  a 
bonanza  for  the  industry,  but  as  it  ex- 
pands, there  will  be  competition  for  the 
limited  supply  of  good  teachers  and 
aides.  Wages  will  go  up,  profits  will  go 
down.  Meanwhile,  the  turnover  is  tre- 
mendous. Peter  Mclnerney,  a  teacher 
for  a  Mini-Skool  in  Littleton,  Col.  has  a 
B.A.  in  psychology  and  is  working  for 
certification  in  elementary  education. 
He  hopes  eventually  to  become  a  public 
school  teacher.  "You  can't  be  in  child 
care  for  the  money,"  he  says. 

Even  now,  government-subsidized 
center-based  day  care  is  still  strictly  for 


the  poor.  Without  massive  subsidies  or 
better  tax  breaks,  therefore,  the  expand- 
ing industry— which  caters  to  the  middle 
class — is  going  to  reach  the  limits  of  its 
market  much  sooner  than  sheer  need 
would  suggest. 

Meanwhile.  Big  Brother  is  watching. 
While  Congress  began  doling  out  social 
services  to  the  tune  of  $1  billion  a  year  in 
1972  for  day  care  (up  to  $1.2  bilbon  in 
1977),  it  also  required  adherence  to  the 
Federal  Interagency  Day  Care  Require- 
ments (FIDCR)  by  centers  receiving  the 
money.  Those  are  stringent  require- 
ments, so  stringent  that  the  industry 
prevailed  on  Health,  Education  &  Wel- 


Not  Just  A  Woman's  Problem:  Michael 
Tancig,  23,  with  daughter  Amy,  5,  is  one 
of  a  growing  number  of  single  fathers. 


fare  to  suspend  some  in  1970  and  give 
states  more  time  to  meet  them.  But,  as 
in  the  auto  industry,  they  won't  be  sus- 
pended forever. 

Will  the  government,  or  govern- 
ments, eventually  take  over  the  busi- 
ness? Albert  Shanker,  the  United  Feder- 
ation of  Teachers  union  boss  who  has 
helped  saddle  New  York  City  with  stag- 
gering educational  costs,  thinks  it 
should.  "Schools,"  he  says,  "are  subject 
to  democratic  policy-making,  unlike  pri- 
vate profit-making  entities."  Meaning: 
His  union  would  dearly  love  to  get  its 
hands  on  the  business. 

Fortunately  for  the  nation,  Shanker 
and  his  ilk  probably  won't  get  their  way. 
Dr.  Richard  Ruopp,  who  headed  a  study 
commissioned  by  the  Department  of 
Health,  Education  &  Welfare,  estimates 
that  annual  costs  could  be  $35  billion  a 
year  to  provide  full-time  day-care  ser- 
vices for  the  entire  population  of  chil- 
dren under  six  at  government  pay  scales 
and  at  government  standards.  After  Cali- 
fornia and  the  Jarvis  amendment,  few 
politicians  have  much  spirit  for  propos- 
ing vast,  costly  new  programs. 

All  of  which  means  that  there  is  a 
growing  market  out  there — but  the  sky  is 
not  the  limit.  In  the  end,  the  field  will 
get  crowded  and  profit  margins  will  drop 
sharply.  That's  at  least  a  few  years  away,  j 
Meanwhile,  there  is  money  to  be  made 
and  a  service  to  be  provided.  ■ 


"They  offset  a  down  cycle 
in  one  area  with  an 


upcycle  in  another." 


This  quote  from  a  security  analyst 
best  sums  up  the  goals  of  our 
planned  diversification.  Barnes 
Group,  Inc.  consists  of  two  main 
businesses— Associated  Spring, 
the  world's  largest  springmaker 
and  producer  of  critical  metal 
parts,  and  Bowman  Distribution, 
the  leading  national  distributor  of 
consumable  parts  and  supplies. 
This  balance  of  manufacturing 
and  distribution,  plus  marketing 

BARNES  A 

GROUP  INC  /V£±\ 


The  critical  parts  people 


Brief 
Facts 


to  OEM  and  aftermarkets  from 
domestic  and  worldwide  plants 
lends  credence  to  the  analyst's 
observation. 

Our  recent  acquisition  of  Globe 
Distribution,  serving  mass  mer- 
chandisers with  automotive  repair 
and  hardware  items,  complements 
our  Bowman  operations.  It  should 
help  to  further  balance  sales  and 
earnings  from  the  two  sides  of  our 
business. 


Write  tor  "Brief  Investment  Facts"  to 
E.V.  Ladd,  Jr.,  Senior  Vice  President, 
Finance  and  Law,  Barnes  Group,  Inc., 
Bristol,  CT  06010. 
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YOU  SHOULD  YAWN  WHEN  YOU 
SEE  A  HOTEL  BED. 
HOT  WHEH  YOU  SEE  THE  HOTEL. 


At  Radisson  we  know  that  experienced 
civelers  want  consistency  from  a  hotel,  but  without 
le  same,  dull  chain  rooms,  chain  food  and 
hain  service. 

That's  why  we've  built  our  reputation  on 
collection  of  unique  hotels.  Fine  hotels,  such  as 
e  Radisson  Muehlebach  in  Kansas  City,  the 
disson  Plaza  in  Charlotte.  N.C.,  the  Radisson 
adillac  in  Detroit,  and  the  Radisson  Burlington 
otel  in  Vermont.  Each  is  different  in  atmosphere 
d  architecture,  yet  with  consistent 
d  demanding  standards  of  quality. 
With  rooms  that  are  never  the  same. 


yet  are  always  tasteful  and  comfortable. 

With  restaurants  that  run  the  gamut  from 
Japanese  to  continental,  yet  are  consistently 
excellent. 

And  with  service  that  is  always  warm, 
attentive  and  personal. 

At  Radisson  we  know  the  more  experienced 
the  traveler,  the  more  demanding. 

And  the  more  demanding  he  is,  the  more 
likely  he  is  to  stay  with  us. 

On  your  next  trip,  reserve  a  room  at 
a  Radisson  by  calling  toll  free,  800-228- 
9822.  (In  Nebraska,  402-571-2830  collect.) 


THE  RADISSON  HOTELS. 
A  COLLECTION.  NOT  A  CHAIN. 

XDISSON  HOTELS:  SCOTTSDALE;  DENVER:  LINCOLN:  KANSAS  CITY:  MINNEAPOLIS  (3):  ST.  PAUL;  DULUTH;  ALEXANDRIA  &  GRAND  PORTAGE,  MINNESOTA. 
BOSTON  (DANVERS);  BURLINGTON;  ATLANTA;  CHARLOTTE;  CHICAGO;  DETROIT.  CYPRESS  GARDENS;  TOBAGO.  WEST  INDIES. 


Faces  Behind  The  Figures 


FASB  8  Versus 
The  Real  World 

Thanks  TO  THE  notorious  ruling  No.  8 
of  the  Financial  Accounting  Standards 
Board  (FORBES,  Apr.  15,  1975;  June  12, 
H)7H),  corporate  earnings  reports  are 
more  confusing  than  ever.  The  rule 
tends  to  distort  profits  by  requiring  that 
companies  include  gains  or  losses  on  for- 
eign assets  caused  by  currency  fluctu- 
ations. Take  H.J.  Heinz'  latest  report, 
for  the  quarter  ended  May  3.  It  reported 
that  Heinz'  profits  were  18.3%  ahead  of  a 
year  ago  s,  at  $99.2  million.  But  read  on. 
It  also  showed  that  Heinz  had  a  $6.7 
million  gain  from  currency  changes  this 
year  vs.  a  $10.2  million  currency  loss  last 
year.  Filter  out  that  FASB-8  nonsense 
and  the  whole  thing  seemed  a  wash:  a 
little  over  $90  million.  So,  where  in  the 
real  world,  a  Heinz  shareholder  might 
well  wonder,  was  the  gain? 

We  appealed  to  Heinz'  bosses  to 
straighten  us  out.  "Forget  the  currency 
translation  figures  and  everything  else 
extraneous,''  said  President  Anthony 
J.F.  (Tony)  O'Reilly,  "and  our  operating 
income  in  the  quarter  was  up  7.5%." 

While  he  had  our  ear,  Heinz  Vice 
Chairman  R.  Burton  (Burt)  Gookin  man- 
aged to  get  in  a  commercial.  "And  that 
showing,"  he  said,  "is  with  our  market- 
ing costs  in  the  quarter  up  a  full  36% 
over  the  same  quarter  in  1977.  We're 
introducing  three  new  product  lines  that 
will  pay  off  later  in  the  year."  O'Reilly: 
"We  re  right  on  target  in  achieving  our 
financial  and  market  share  goals  against 


Unapologetic:  Heinz  President  and 
Chief  Operating  Officer  O'Reilly  says 
new  products  are  right  on  target. 


the  time  scale  that  was  planned. 

Thanks  for  the  information,  gentle- 
men. And  thanks  for  nothing.  Financial 
Accounting  Standards  Board.  ■ 


Admonitory:  Heinz  Vice  Chairman  and  Chief  Executive  Officer  Burt  Gookin  warns 
his  shareholders  not  to  pay  a  lot  of  attention  to  currency  gains  and  losses. 

1 


*  * 
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An  Expensive  Lunch 

"Wk  lost  $8  million  while  we  ate 
lunch."  That's  John  C.  Malone  speaking, 
a  37-year-old  Ph.D.  in  mathematics  who 
heads  Denver-based  Tele-Communica- 
tions, Inc.  But  don't  shed  any  tears  for 
Malone.  At  one  point  in  the  game  his 
company  was  ahead  close  to  $30  million 
on  the  same  deal. 

Malone  runs  the  nation's  third-largest 
cable  television  operator,  which  earned 
less  than  $500,000  last  year,  pretty  paltry 
considering  its  revenues  of  $53  million. 
But  that  isn't  the  cause  of  all  the  excite- 
ment; rather  it's  TCTs  control  of  war- 
rants to  buy  463,000  shares  of  Resorts 
International  at  $39  a  share.  Until  re- 
cently, the  warrants  were  almost  worth- 
less; however,  at  one  point  last  month 


Can  Win:  )ohn  Malone  may  not  make 
much  money  in  cable  TV,  but  his  ResortSi 
holdings  are  something  else. 


Malone  figures  they  were  worth  about 
$30  million.  That's  astounding  when  you 
realize  that  TCI's  total  market  value  is; 
less  than  $100  million.  It  was  a  genuinel 
case'  of  the  tail  wagging  the  dog. 

"Our  warrants  ought  to  command  am 
$8  premium  over  the  spread,"  Malone' 
explains.  "On  the  day  when  Resorts  hitf 
$96  you  could  argue  that  they  wercj 
worth  $66.  At  least  that's  what  we 
thought  when  wre  went  to  lunch.  But 
when  we  came  back  from  lunch  the  stockl 
was  down  to  $80  and  our  warrants  were 
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Nine  percent  sales  growth  is  anticipated  by  the  construction 
pquipment  industry  this  year  for  4-wheel-drive  loaders  such  as  our 
I JD644-B.  This  class  of  equipment  has  been  a  success  for  us  and 
Dur  customers  for  more  than  1 0  years,  and  today  we  market  models 
In  three  power  sizes.  Future  plans  include  a  fourth  unit — a  250-hp 
machine  designed  for  such  varied  applications  as  contracting,  pub- 
I  ic  works,  crushed  rock,  coal  handling,  lumber  and  forestry.  Your 
inquiries  about  our  company  and  equipment  are  welcome. 
iiJohn  Deere,  Moline,  Illinois  61265. 


JOHN  DEERE  on  the  move 


Steel  must  comply  with  5,6(1 
Federal  agencies.  Its  a  wondL 


part  of  the  solution  to  the  steel  industry  puzzle 


>gulations  from  27 
e  get  anything  done. 


The  Declaration  of  Indepen- 
dence set  forth  America's  griev- 
ances against  King  George  of 
England.  Included  was  the  charge 
that  he  had  "erected  a  Multitude  of 
new  Offices  and  sent  hither 
Swarms  of  Officers  to  harrass  our 
people...!' 

That  quote  still  carries  a  valid 
warning  for  all  of  us  about  the 
danger  of  too  much  government 
•egulation— not  only  in  our  busi- 
less  lives,  but  in  our  private  lives. 

Overregulation  by  govern- 
nent  is  no  joke. 

According  to  a  study  recently 
Completed  at  Washington  Univer- 
sity in  St.  Louis,  the  cost  to  business 
or  complying  with  government 
Regulations  exceeds  $62  billion  a 
trear— or  about  $300  for  every 
nan,  woman,  and  child  in  the  U.S. 
Jeyond  that,  the  government  itself 
pends  about  $3.2  billion  a  year  to 
dminister  those  regulations. 

But  no  matter  who  spends 
hose  dollars  initially,  all  of  us  as 
American  consumers  and  tax- 
>ayers  eventually  pick  up  the  tab. 

Our  ultimate  cost  may  be  paid 
or  in  the  sacrifice  of  individual 
reedom  as  government  intrudes 
nto  more  and  more  areas  of 
>rivate  and  business  life. 


Source:  Council  on  Wage  and  Price  Stability 


Why  we're  concerned. 

Bethlehem  and  other  domestic 
steel  producers  now  are  required 
to  comply  with  more  than  5,600 
regulations  from  27  agencies  of  the 
U.S.  Government* 

These  5,600  Federal  regula- 
tions pertain  only  to  the  making 
of  steel.  Thousands  of  other  regula- 
tions impact  upon  our  mining, 
transportation,  and  marketing 
operations.  We  also  cope  with  addi- 
tional thousands  of  state  and  local 
regulations. 

The  time  and  money  we  spend 
hacking  through  the  regulatory 
jungle  adds  needless  cost  to  the 
making  of  steel— and  that  takes 
money  out  of  everyone's  pocket- 
book. 


Must  business  strangle  to  death 
in  red  tape? 

We  say  no.  Some  regulation 
is  always  needed.  But  things  have 
gone  too  far.  Today  regulatory 
reform  is  needed.  And  needed  fast. 
Business  and  government  should 
work  together  to  reduce  the  burden 
and  high  cost  of  red  tape  — it  won't 
come  about  by  itself.  What's 
needed  is  the  support  of  all 
Americans. 

If  you  agree  that  overregula- 
tion by  government  is  a  serious 
problem,  make  your  views  known 
where  they  count.  Write  your 
representatives  in  Washington  and 
your  state  capital. 

Bethlehem  Steel  Corporation, 
Bethlehem,  PA  18016. 


Bethlehem 

In  search  of  solutions. 


Faces  Behind  The  Figures 


only  worth  about  $22  million." 

Malone  can  afford  to  be  philosophical 
TCI  got  warrants  in  1973  when  it  paid  $4 
million  for  control  of  Athena  Communi- 
cations, a  small  cable  company  divested 
by  Gulf  &  Western.  Resorts  issued  the 
warrants  to  G&W  in  1969  as  a  part  of  its 
now-forgotten  attempt  to  take  over  Pan 
American  World  Airways.  All  very  com- 
plicated, but  the  fact  is  that  Malone's 
company  paid  virtually  nothing  for  the 
warrants. 

Don't  gyrations  in  Resorts  stock  give 
Malone  the  willies?  Not  really,  because 
TCI's  interest  is  a  bit  academic  for  now. 
The  Resorts  warrants  don't  expire  until 
1984,  and  they  can't  be  sold  until  a  regis- 
tration statement  is  filed  with  the  Securi- 
ties &  Exchange  Commission. 

Things  are  still  more  confused  because 
Athena — the  TCI  subsidiary  that  actually 
holds  the  warrants — is  losing  money  and 
is  $40  million  in  debt.  During  last 
month's  Resorts  runup,  speculators  bid 
up  the  price  of  the  few  Athena  shares 
that  aren't  owned  by  TCI  from  $2  to  $6. 
But  they  are  hardly  a  bargain:  Any  real 
benefit  from  the  warrants'  heightened 
value  will  go  to  TCI,  since  it  is  Athena's 
principal  creditor. 

So  far,  gambling  fever  hasn't  touched 
TCI's  stock,  which  already  trades  at  40 
times  last  year's  earnings.  "Still,''  con- 
cludes Malone,  "such  a  big  potential 
asset  in  the  hands  of  such  a  small  com- 
pany really  is  curious.''  And  it's  really 
exciting,  too.  ■ 


Llamas  Anyone? 

Douglas  D.  (for  DeWitt)  Danforth,  55, 
has — to  put  it  mildly — an  unusual  hob- 
by: He  raises  llamas,  those  smallish  rela- 
tives of  the  camel  native  to  South  Amer- 
ica, on  his  120-acre  farm  just  outside 
Pittsburgh.  "They  are  in  real  heavy  de- 
mand right  now  by  zoos  and  as  pack 
animals  out  West,'  he  says.  "I  need  di- 
version that's  different  from  work." 

Henceforth,  Danforth  will  need  diver- 
sion even  more,  but  he  may  not  have 
much  time  for  it.  Last  month  he  was 
promoted  to  the  previously  vacant  post 
of  vice  chairman  and  chief  operating  offi- 
cer of  $6-billion  (revenues)  Westing- 
house  Electric  Corp.  Danforth  will  be 
sharing  duties  with  Chairman  Robert  E. 
Kirby.  who  remains  chief  executive  offi- 
cer. "It's  been  clear  to  us  here  that  Bob's 
been  overloaded  the  last  year  and  a 
"half,"  Danforth  explains. 

In  addition  to  dealing  with  those  cru- 
cial lawsuits  against  Westinghouse  aris- 
ing out  of  its  uranium  contracts,  Kirby 
has  been  wrestling  with  a  doubling  of 
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Second-ln-Command:  When  Westing- 
house  finally  decided  it  needed  a  number- 
two  man,  Doug  Danforth  got  the  job. 


capital  spending — to  $1.6  billion  over 
the  next  five  years — and  with  straighten- 
ing out  some  of  Westinghouse's  weaker 
divisions.  (The  industrial  products  divi- 
sion, which  Danforth  ran,  comprised 
only  37%  of  Westinghouse's  revenues 
but  more  than  half  of  net  profits.) 

With  Westinghouse  coffers  bulging 
with  cash,  and  long-term  debt  down  to  a 
mere  15%  of  total  capitalization,  Dan- 
forth and  Kirby  will  also  be  looking  for 
acquisitions.  "We  will,"  Danforth  says, 
"be  buying  businesses  that  have  a  rela- 
tionship to  markets  or  technology  we 
already  serve."  Recalling  some  of  the 
past  haphazard  diversification:  "We 
won't  be  buying  a  chain  of  liquor  stores.  " 


On  his  own,  Danforth  will  also  be 
buying  some  more  llamas.  He  says  he 
hopes  to  increase  his  herd  from  its  pres- 
ent 11  animals  to  between  80  and  100. 
"They're  great  animals,"  he  says.  ■ 


Who  Will  Win  The 
Hearts  And  Minds  Of 
The  Lawyers? 

Jerky  Finkelstein,  62,  a  former  Man- 
hattan political  reporter  and  public  rela- 
tions man,  has  created  two  things:  a  per- 
sonal fortune  and  an  aspiring  politician. 
The  aspiring  politician  is  Jerry's  son  An- 
drew Stein,  an  expensively  imaged  but 
rather  ineffectual  young  man  who  cur- 
rently holds  the  meaningless  office  of 
Manhattan  borough  president.  Jerry  s 
fortune  is  more  prepossessing.  Its 
centerpiece  is  the  Neic  York  Laic  Jour- 
nal, a  daily  newspaper  for  the  legal  pro- 
fession, with  revenues  and  influence  that 
go  far  beyond  what  you  would  expect 
from  a  publication  with  only  12,000  sub- 
scribers. They  are,  after  all,  lawyers  and 
judges.  An  important  audience  for  in- 
vestment-oriented advertisers. 

Stealing  a  march  on  Jerry  Finkelstein, 
New  York  publisher  William  Jovanovich, 
58,  of  Harcourt  Brace  Jovanovich 
(Forbes,  Jan.  23),  last  month  launched  a 
national  weekly  legal  newspaper,  Legal 
Times  of  Washington  . 

Jovanovich  calls  his  paper  "the  first 
and  only  weekly  national  legal  newspa- 
per now  publishing."  The  reason  for  the 
"now"  in  Jovanovich's  advertising  is  that 
Finkelstein  says  he  is  preparing  to  intro- 
duce his  own  national  legal  newspaper, 
National  Law  Journal,  in  September, 
with  another  son.  James,  29,  as  publish- 
er. There  are  well  over  400,000  lawyers 
in  the  U.S.,  a  lucrative  market.  Hence 


Out  First:  Bill  Jovanovich  of  Harcourt  Brace  Jovanovich  points  out  that  his 
legal  newspaper  already  exists,  while  the  Finkelsteins'  is  still  talk. 


This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


June  21, 1978 


#250,000,000 


CHRYSLER 

CORPORATION 


10,000,000  Units 

consisting  of 

10,000,000  Shares  of  #2.75  Cumulative  Preferred  Stock 

with 

Warrants  to  Purchase  5,000,000  Shares  of  Common  Stock 


Price  #25  Per  Unit 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from  only 
such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch  White  Weld  Capital  Markets  Group 

Merrill  Lynch,  Pierce,  Fenner  8C  Smith  Incorporated 

Blyth  Eastman  Dillon  8C  Co 

Incorporated 

Goldman,  Sachs  Si  Co 


Bache  Halsey  Stuart  Shields 

Incorporated 

Drexel  Burnham  Lambert 

Incorporated 

Lehman  Brothers  Kuhn  Loeb 

Incorporated 

Smith  Barney,  Harris  Upham  8i  Co. 

Incorporated 

Bear,  Stearns  &C  Co. 
Alex.  Brown  8i  Sons        First  of  Michigan  Corporation 
ABD  Securities  Corporation 


The  First  Boston  Corporation 
Dillon,  Read  &.  Co.  Inc. 


Donaldson,  Lufkin  8C  Jenrette 

Securities  Corporation 

E.  F.  Hutton  &C.  Company  Inc.      Kidder,  Peabody  &  Co.       Lazard  Freres  8i  Co. 

Incorporated 

Loeb  Rhoades,  Hornblower  8i  Co.  Paine,  Webber,  Jackson  SC  Curtis  Salomon  Brothers 

Incorporated 


Warburg  Paribas  Becker 

Incorporated 

L.  F.  Rothschild,  Unterberg,  Towbin 


Wertheim  8C  Co.,  Inc. 
bin 

Manley,  Bennett,  McDonald  8C  Co. 


Dean  Witter  Reynolds  Inc. 
Shearson  Hayden  Stone  Inc. 
Thomson  McKinnon  Securities  Inc. 
Basle  Securities  Corporation 
Daiwa  Securities  America  Inc. 


A.  E.  Ames  8£  Co.         Atlantic  Capital         Robert  W.  Baird  8C  Co. 

Incorporated  Corporation  Incorporated 

Bateman  Eichler,  Hill  Richards  William  Blair  &  Company  Dain,  Kalman  8C  Quail 

Incorporated  Incorporated 

Dominion  Securities  Inc.  F.  Eberstadt  dC  Co.,  Inc.  A.G.  Edwards  8C  Sons,  Inc.  Eppler,  Guerin  8C  Turner,  Inc. 

EuroPartners  Securities  Corporation       Robert  Fleming    Greenshields  8C  Co  Inc     Kleinwort,  Benson     Ladenburg,  Thalmann  8C  Co.  Inc. 

Incorporated  Incorporated 


McDonald  8i  Company 
New  Court  Securities  Corporation 


McLeod  Young  Weir  Incorporated 


The  Nikko  Securities  Co. 

International,  Inc. 

Oppenheimer  &  Co.,  Inc.  Piper,  Jaffray  8C  Hopwood  Prescott,  Ball  8C  Turben 

Incorporated 

Wm.  C.  Roney  8i  Co.  Rotan  Mosle  Inc. 


SoGen-Swiss  International  Corporation 
Ultrafin  International  Corporation 


Stuart  Brothers 
Wood  Gundy  Incorporated 


Moseley,  Hallgarten  8i  Estabrook  Inc. 
Nomura  Securities  International,  Inc. 
The  Robinson-Humphrey  Company,  Inc. 
Scandinavian  Securities  Corporation 
Tucker,  Anthony  8i  R.  L.  Day,  Inc. 
Yamaichi  International  (America),  Inc. 
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Faces  Behind  The  Figures 


Father  And  Son  Act:  Jimmy  Finkelstein 
holds  prototype  of  newspaper  scheduled 
for  this  fall.  At  right,  father  Jerry. 


the  cat-fighting:  "Joyanovich's  paper  is 
Washington-oriented."  Finkelstein  told 
FORBES,  "We'll  he  truly  national." 

Jovanovich,  a  witty,  acerbic  man,  was 
not  at  a  loss  for  words.  The  Finkelsteins 
are  comparing  our  paper,  which  exists, 
with  theirs,  which  doesn't.  That  strikes 
me  as  faulty  epistemology  and  a  dubious 
business  practice. 

Adding  injury  to  this  insult,  Jovano- 
vich stole  Finkelsteins  husband-and- 
wife  publishing  team  of  Stephen  and 
Lynn  Glasser.  Jovanovich's  paper  goes 
for  $125  a  year,  and  deals  with  federal 
regulation;  Finkelstein  says  his  weekly — 
at  $48  annually — will  report  about  every 
phase  of  the  law,  federal  and  local. 

Last  month.  Jerry  and  Jimmy  Finkel- 
stein put  on  what  appeared  to  be  a  little 
act  for  a  Forbks  reporter.  We  asked  how 
many  subscribers  the  Finkelsteins  had 
already  rounded  up.  Later,  a  secretar) 
came  in  with  a  piece  of  paper.  Jimmy 
said  he  wanted  to  reveal  the  number  on 
the  paper.  Jerry  said,  no;  it's  a  trade 
secret.  But  both  put  on  pleased  smiles, 
which  said;  We're  doing  great. 

We  put  the  same  question  to  Jovano- 
vich.  His  reply;  Over  2,000." 

So  is  the  battle  joined?  We'll  find  out 
this  fall.  ■ 


Include  Me  Out 

Charles  Robert  (Bob)  Palmer,  43, 
put  a  big  sail  on  a  drilling  rig  being  towed 
from  Louisiana  to  Mexico  early  this  year 
to  see  if  he  could  save  on  fuel  and  time.  It 


worked,  says  Palmer,  and  so  he's  going  to 
try  sails  on  an  Atlantic  crossing,  hoping  to 
save  $100,000,  or  10%  of  the  trip's  normal 
costs.  That's  the  kind  of  enterprise  by 
Chairman  Palmer  that  has  helped  push 
Houston's  Rowan  Cos.  from  revenues  of 
$23  million  in  1972  to  $103  million  in 
1977,  and  from  earnings  under  $3  million 
to  $16.5  million.  And  1978  will  be  way 
ahead  again;  In  the  first  quarter  the  drill- 
ing contractor  s  revenues  were  up  41%, 
its  earnings  79%. 

Chicago  Bridge  &  Iron,  an  old-line 
$609-million  maker  of  oil  storage  tanks, 
pressure  vessels  and  offshore  platforms, 
deeided  it  liked  what  it  saw.  So  it  bid  $26 
a  share  in  cash  for  Rowan's  10.3  million 
shares,  almost  a  50%  premium  over  the 
market  price.  "We  have  a  great  deal  of 
admiration  for  the  management  of  Row- 
an," explained  CBI  Financial  Vice  Presi- 
dent William  M.  Freeman. 

The  urge  to  merge  was  not  mutual. 
Palmer  quickly  made  a  deal  that  would 
put  1.9  million  Rowan  voting  convertible 
preferred  shares  in  the  friendly  hands  of 
Armco  Steel,  a  partner  of  Rowan  in  two 
drilling  companies.  He  then  filed  suit  to 
block  CBI.  Palmer  isn't  talking,  but  a 
friend  predicts  he  would  quit  if  CBI 
wins.  Rowan  without  Palmer  might  not 
be  worth  $26  a  share.  The  betting  is  that 
Bob  Palmer  wouldn't  have  to  look  far  for 
a  job  at  least  matching  the  $115,000  a 
year  that  Rowan  is  paying  him.  ■ 


How  Dare  You!  Rowan's  Palmer  has 
done  so  well  that  outsiders  want  to  ac- 
quire his  company.  He  hates  the  idea. 


Hands  Off 

Started  in  1845,  Thomas  Tilling,  Ltd. 
was  once  the  Hertz  of  horses,  renting 
riding  and  carriage  horses  to  Britain's 
gentry  and  would-be  gentry.  It's  now  a| 
C900-million-a-year  conglomerate  niak- 


On  The  Prowl:  Colin  Draper  of  England'si 
Thomas  Tilling  has  just  made  a  big  U.S. 
acquisition — and  he  wants  more. 


ing  medical  supplies  and  doing  heavy 
construction  among  other  things.  Colin  J. 
Draper,  head  of  Tilling' s  North  American 
operations,  has  these  instructions:  Buy 
U.S.  companies  to  help  fulfill  our  goal  of) 
having  40%  of  our  profits  coming  from 
outside  Britain.  Until  recently.  Draper 
was  making  slow  progress,  having  picked! 
up  only  a  couple  of  small  operations  in  oil 
equipment  and  engineering. 

The  scene  moves  to  Cleveland,  Ohio, 
where  Eaton  Corp.'s  Yale  lock  and 
hardware  division  was  for  sale.  Yale — 
sales  around  $100  million — no  longer 
fitted  into  Eaton,  with  its  truck  parts 
and  materials  handling  emphasis.  So 
this  old  British  outfit  now  owns  a  busi- 
ness started  by  a  Yankee  industrial  pio- 
neer more  than  a  century  ago.  The! 
price:  about  $50  million.  Yale,  in  an  old 
business  with  relatively  unsophisticated 
technology,  hardly  rates  as  a  prime 
catch,  but  when  you're  British  these 
days,  you  do  everything  you  can  to  get 
some  assets  over  here. 

How  will  Yale's  employees'  feel  about 
working  for  Britishers?  "When  a  com- 
pany sells  a  division."  Draper  says,  "the  ' ' 
division  managers  are  happy  to  be  coni 
trolled  by  someone  who  s  far  away.  We 
do  what  other  conglomerates  say  they  do 
but  don't:  Buy  strong  management  and 
actually  leave  them  alone."  ■ 
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pet  china  on  your  way  to  New  Zealand. 


|  When  you  fly  first-class  on 
r  New  Zealand,  you'll  feel  like 
juest  in  a  fine  private  club.  Every 
jal  is  served  on  real  china  touched 
Lh  gold.  Along  with  crested 
ropean  glassware,  heavy  cutlery, 
H  creamy  linen  tablecloths, 
pconomy,  you  dine  from  hand- 
me  earthenware. 
I  When  it  comes  to  spoiling  our 


guests,  we  really  do  it  right.  With 
excellent  wines  and  cuisine.  And  a 
gracious  cabin  crew  that  has 
helped  create  a  legend. 

Every  night,  one  of  our  big, 
luxurious  DC-lOs  flies  from  Los 
Angeles  home  to  New  Zealand. 
Then  on  to  Australia. 

We  also  fly  to  the  other  magic 
islands  of  Our  South  Pacific— 


Tahiti,  Fiji  and  Rarotonga. 

Some  enchanted  evening,  join 
us.  And  discover  china  on  the  way 
to  New  Zealand. 

Your  travel  agent  or  corporate 
travel  department  can  make  the 
arrangements. 

Or  call  us  toll-free  for  more 
information  at  (800)  421-0066.  In 
California,  (800)  252-0101. 


air helu  zeaiann 


Forbes 


Money  And  Investments 


The  Economy 


Who,  Me? 


Food  stamp  and  housing  subsidy  assistance  pro- 
grams were  supposed  to  be  moderate  in  size  when 
each  began.  Unfortunately,  ceilings  on  outlays 
were  not  imposed.  Now  Congress  won't  go  back  to 
curb  use  or  abuse.  Once  launched  these  programs 


quickly  develop  substantial  constituencies:  liberal 
congressmen,  farm  blockers,  builders,  lenders  on 
housing.  Latest  wrinkle:  A  "troubled  housing  pro- 
jects operating  subsidy."  initial  cost:  $52  million  in 
1979.  In  1989,  who  knows  how  big  it  may  become? 


•69  '70  '71  '72  '73  '74  '76 
Source:  Office  of  Management  and  Budget 


Twisting  Jimmy's  Arm 


Jimmy  Carter,  the  self-proclaimed  fiscal  conservative,  has 
been  almost  totally  ineffectual  in  persuading  Congress  to  hold 
down  spending.  Perhaps  more  than  anything  else  this  has 
destroyed  his  image  in  the  business  community. 

Now  comes  the  new  Fed  Chairman  G.  William  Miller  to  put 
some  spine  into  the  man  who  appointed  him  to  the  vital  post.  If 
Carter  thought  Miller  would  be  more  malleable  than  Arthur 
Burns  he  has  been  rudely  surprised.  By  again  and  again  raising 
the  federal  funds  interest  rate,  Miller  is,  in  effect,  telling  the 
President:  If  you  don't  do  what  you  ought  to  do  to  hold  down 
spending — and  thus  inflation — then  the  Fed  will  slam  on  the 
brakes.  Hard.  And  swiftly.  Certainly,  the  President  is  getting 
jthe  message.  The  stock  market  has  turned  weak  in  response  to 
the  big  increase  in  interest  rates,  and  fears  of  recession  are 
(spreading  throughout  the  economy.  It's  your  move,  Mr.  Presi- 
dent, Miller  is  saying;  I'll  loosen  up  if  you'll  tighten  up. 

How  will  Carter  respond?  One  way  he  can  respond  is  by 
nsisting  that  Congress  adopt  "full  funding."  What  is  full 
:  unding?  Full  funding  is  a  kind  of  truth-in-packaging  as  applied 

0  legislation.  It  means  you  can't  start  a  costly  new  program  on 

1  shoestring  in  full  knowledge  that  the  outlays  will  eventually 
un  into  billions.  If  it  is  a  billion-dollar  program  it  should  be 
abeled  as  such. 

Carter  made  a  stab  at  insisting  on  full  funding  when  he  tried 
,o  stop  congressional  approval  of  eight  water  projects  that  he 
vanted  to  cut  out  of  last  year's  public  works  bill.  The  ploy 
lidn't  work,  but  Carter  did  embarrass  the  pork-barrel  boys  by 
eminding  the  public  that  the  $21  million  Congress  voted  to 
tart  the  eight  unholy  projects  was  only  a  tiny  down  payment 
gin  an  eventual  bill  for  $585  million. 
.  Carter  could  use  full-funding  figures  as  a  justification  for 
;etoing  pork-barrel  legislation  that  does  not  carry  an  honest, 
ggregate  price  tag. 

Most  people  would  be  surprised  how  much  of  the  federal 
udget  is  out  of  control  because  of  projects  that  Congress 
riginally  authorized  without  facing  up  to  the  eventual  total 
ost.  Listen  to  Carter's  Office  of  Management  &  Budget  Direc- 
>r  James  T.  Mclntyre  Jr.:  "We  estimate  that  75%  of  the 
udget  today  is  uncontrollable — that  is,  it  encompasses  spend- 


ing formulas  mandated  by  law  and  contract  commitments  made 
in  previous  years." 

Examples  of  such  spending  are  illustrated  in  the  chart  on  this 
page.  Food  stamps  started  with  an  estimated  peak  of  $2  billion 
annually;  the  cost  this  year  will  be  $6  billion.  Every  attempt  to 
hold  down  the  cost  has  been  frustrated  by  an  alliance  between 
urban  liberals  and  the  farm  bloc.  Housing  subsidies,  which 
started  at  a  modest  $400  million,  are  currently  $4  billion  a  year 
because  of  the  way  the  law  was  written  and  it,  too,  now  has  a 
huge  constituency  defending  it.  Among  its  strongest  defenders 
are  those  very  financial  houses  which  moan  about  inflation  and 
decry  high  government  spending.  Why?  Because  they  earn 
juicy  fees  from  selling  credit  participations. 

The  (juestion  is:  Would  Congress  have  passed  food  stamps  if 
the  public  had  known  then  they  would  cost  $6  billion  a  year? 
Or  housing  subsidies  at  $4  billion?  Maybe  it  would  have,  but 
the  price  tag  would  have  made  at  least  a  few  congressmen  think 
twice.  And,  too,  the  laws  might  have  been  written  somewhat 
differently  so  that  the  cost  wouldn't  mushroom,  endlessly- 
Throwing  the  spotlight  on  this  sneaky  kind  of  spending 
might  embarrass  some  of  our  most  pious  fiscal  conservatives. 
Here  was  that  stalwart  conservative  House  Minority  Leader 
John  J.  Rhodes  (R-Ariz.)  fighting  tooth  and  nail  for  those  costly 
and  unnecessary  dams.  What  kind  of  fiscal  conservative  is 
Rhodes  if  he  insists  on  dipping  into  the  taxpayers'  pockets  for 
more  than  a  half  billion  dollars  in  questionable  special-interest 
spending? 

Full  funding  is  just  one  of  the  many  weapons  the  President 
could  use  if  he  were  to  stop  vacillating  and  lead  a  crusade 
against  excessive  government  spending.  The  news  from  Cali- 
fornia ought  to  persuade  him  that  he  has  more  to  gain  in 
fighting  rising  government  spending  than  in  going  along  with 
it.  The  President  just  may  be  getting  the  message.  Listen  again 
to  his  budget  man,  Mclntyre:  "No  one  understands  better  than 
the  President  that  unless  there  is  a  lid  on  spending,  the  Fed 
will  act  to  further  trim  the  money  supply.  Such  excessive- 
tightening  could  lead  us  into  recession." 

Which  is  the  last  thing  Jimmy  Carter  wants  in  1979,  when  he 
will  be  running  for  the  presidency.  ■ 
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All  Aboard! 


By  Ben  Weberman 

". .  .  For  those  with  nerve  and  patience,  there  are 
still  a  good  many  bankrupt  railroads  around  .  .  ." 


hile  the  young  bloods  play  the 
finer  points  in  calls,  spreads,  hedges, 
straddles,  alphas,  betas  and  standard  de- 
viations, some  of  the  old-timers  are 
cleaning  up  in  what  may  be  one  of  the 
oldest  games  around:  bankrupt  railroad 
bonds.  Hold  it!  Before  you  languidly 
turn  the  page  to  find  something  more 
interesting  to  read,  ponder  this:  New 
York  Central  Railroad  debentures, 
which  sold  for  as  little  as  $40  per  bond  in 
1976,  are  currently  selling  for  $550. 
Where's  your  hot  stock  that  can  match 
that  one?  Anyone  smart  enough  to  buy, 
say,  a  hundred  of  the  debentures  for  a 
few  thousand  dollars  would  now  be  sit- 
ting on  $55,000  worth  of  paper. 

Not  all  of  the  bankrupt  Penn  Central's 
issues  sold  so  low.  But  all  of  them  have 
returned  handsome  profits  to  patient 
holders.  Pennsylvania  RR  4'/4s  of  1981 
were  as  low  as  8;  now  55.  And  so  on. 

What  is  so  fascinating  about  these 
profits  is  that  achieving  them  required 
patience  as  well  as  foresight.  The  profits 
were  predictable.  This  is  a  more  logical 
game,  in  a  way,  than  stocks,  where  psy- 
chology is  so  important.  From  the  very 
moment  the  Penn  Central  sank  into 
bankruptcy,  it  was  clear  that  the  under- 
lying assets  were  sufficient  to  take  care  of 
a  substantial  portion  of  the  debt.  The 
only  question  was:  How  soon?  As  it 
turned  out,  it  took  nearly  eight  years — 
that  is,  assuming  thai  the  federal  court 
approves  the  reorganization  plan  some- 
time this  year. 

All  this  should  not  surprise  our  read- 
ers. Nearly  two  years  ago  (  Aug.  75,  1976) 
Forbks  Paul  Blustein  did  a  major  article 
on  the  Penn  Central  reorganization — 
when  the  bonds  were  still  cheap — and 
made  it  abundantly  clear  that  the  liqui- 
dation and  reorganization  were  proceed- 
ing promisingly.  What  we  couldn't  tell 
"was  how  long  it  woidd  take.  No  one  ever 
can  in  a  railroad  reorganization.  Maybe 
that  is  why  it  seems  to  be  a  game  for  old 

Ben  Weberman  is  economics  editor  of  Forbes 
magazine. 


people  who  have  learned  patience. 

You  have  to  look  hard  to  find  a  railroad 
bond  expert  at  all  these  days.  One  of  the 
outstanding  ones  is  Max  Heine,  who 
runs  a  very  successful  little  Manhattan 
mutual  fund:  Mutual  Shares  Corp. 
Heine  is  the  youngster  of  the  group.  He 
is  65.  So  is  Daniel  Bruno,  chief  transpor- 
tation editor  for  Standard  &  Poor's.  Oth- 
er railroad  bond  experts  are  in  their 
70s — or  at  least  that  is  what  they  admit 
to.  No  young  Turks  here. 

The  Penn  Central  play  may  be  nearly 
over,  but  for  those  with  nerve  and  pa- 
tience, there  are  still  a  good  many  bank- 
rupt railroads  around.  But  before  listing 
them,  I  want  to  caution  my  readers 
strongly:  These  are  thin  markets.  Many 
of  the  bonds  are  held  by  insurance  com- 
panies that  have  no  intention  of  selling 
them.  So,  if  you  want  to  buy  bankrupt 
railroad  bonds,  don't  expect  to  get  large 
numbers.  Be  prepared  to  take  time. 

Remember  this,  too:  If  you  needed 
money  quickly  you  might  take  a  terrible 
beating — as  did  people  who  sold  New 
York  Centrals  for  a  few  pennies  on  the 
dollar  in  1974  and  1975. 

Okay,  here  goes:  Erie  Lackawanna. 
There  are  $228-million  worth  of  its 
bonds  outstanding.  S&P's  Bruno  thinks 
the  reorganization  will  be  concluded  by 
1981 — Heine  is  less  optimistic.  EL  has 
valuable  properties  in  Jersey  City.  Con- 
rail  has  agreed  to  pay  $53  million  for  the 
Erie  Lackawanna  properties  it  took,  but 
the  trustees  are  asking  $338  million.  The 
two  biggest  single  EL  issues  and  the 
easiest  to  bu>  are  the  3'/ss  of  1990  and 
2000,  now  trading  around  $3(K)  per 
$1,000  bond. 

Further  along,  according  to  Heine,  is 
the  Lehigh  Valley  RR  reorganization.  He 
expects  this  onetime  Penn  Central  affiliate 
to  be  out  of  the  courts  "in  a  year  or  two. 

Moving  farther  west,  there  are  two  big 
roads  in  reorganization,  the  Chicago, 
Rock  Island  &  Pacific  and  the  Chicago, 
Milwaukee,  St.  Paul  &  Pacific. 

The  Milwaukee  was  reorganized  in 
1945  and  is  under  water  again.  It  has  a 


lot  of  debt,  but  considerable  assets.  One 
issue,  the  $48-million  first-mortgage  4: 
of  1994,  holds  a  first  lien  on  the  Milwau 
kee's  lucrative  land  and  timber  compa 
nies;  these  assets  alone  have  more  than 
enough  earning  power  to  service  th 
bonds,  but  the  bonds  are  tied  up  in  the 
reorganization  and  now  sell  around  $385 
for  each  $1,000  principal  amount. 

The  Chicago,  Rock  Island  6c  Pacific 
settlement  is  also  far  off,  even  though  its 
debt  consists  of  a  simple  three-part 
structure  totaling  $106  million.  Two 
mortgage  issues  totaling  $47  million  in 
principal  amount  trade  around  $520  11k 
income  debentures  sell  at  only  $230 
Sales  of  sections  of  rail  line  to  other  roads 
is  bringing  cash  into  a  special  fund  that  i 
held  for  the  benefit  of  the  mortgagees 
Some  day  it  will  be  distributed. 

When  you  are  buying  these  bonds, 
here  is  something  else  to  keep  in  mind 
Unless  they  are  income  bonds,  interest 
claims  continue  to  accumulate  aftet 
bankruptcy.  The  longer  the  wait,  there- 
fore, the  higher  your  eventual  claim 
(Assuming,  of  course,  that  the  assets  are 
sufficient  to  satisfy  them.) 

Yet  another  complication  in  the  Peni: 
Central  case:  Nearly  all  bond  issues  art 
being  treated  equally.  This  was  done  tc 
facilitate  reorganization.  With  32  issue1 
outstanding,  it  would  have  taken  forevei 
to  straighten  out  the  priorities.  But  wit! 
other  reorganizations,  it  docs  matter  what 
the  individual  issue's  claim  is.  For  exam- 
ple, a  first-mortgage  bond  has  a  highei 
claim  than  a  debenture.  Some  bonds  (like 
the  Milwaukee  first  4s  of  1994)  have 
valuable  nonrailroad  collateral  behinc 
them.  You  can  find  this  information  ir 
S&P  s  weekly  transportation  survey. 

Railroad  bond  investing  lacks  tin 
thrills  of  stock  investing.  Months,  years 
even,  may  pass  with  nothing  happening 
No  dividend  checks  come  to  relieve  the! 
monotony  of  w  aiting.  The  bonds  are  hare 
to  buy  and  almost  impossible  to  sell  ir 
times  of  market  panic.  But  for  those  who 
like  slow  predictability  rather  than  fast 
action,  this  is  a  fascinating  game.  ■ 
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EVERY  NAVY  AND  MARINE  PILOT 
LEARNS  TO  FLY  IN  A  DEEGHGRAFT, 


Producing  training  aircraft  for  the 
armed  services  is  nothing  new  for  Beech, 
our  piston-engine  "Mentor"  has  been  one  of 
}the  Navy's  workhorse  trainers  for  20  years. 
Now,  however,  every  U  S  Navy  and  Marine 
Corps  pilot  will  receive  his  basic  and  primary 
flight  training  in  one  of  the  Beech-built  T-34C 
turboprop  models  being  phased  in  as 
-replacements  for  all  piston-powered  trainers. 

We  developed  the  high  performance, 
two-place  T-34C  to  provide  easy  pilot 
transition  to  jet  aircraft,  yet  be  operationally 
more  economical  and  cost  effective  than  a 
pure  jet.  To  date,  we've  received  contracts 
totaling  more  than  $60  million,  including 
complete  logistical  support,  and  total 
[Navy  requirements  are  expected  to  reach 
1500  units. 

Foreign  countries,  too,  are  evaluating 
he  new  trainer,  and  five  nations  have 
lready  placed  orders  totaling  nearly 
40  million  for  delivery  in  1978  and  beyond. 

By  drawing  on  our  extensive  aircraft 
roduction  experience  and  reputation  for 
quality  products,  Beech  has  become  one  of 
he  Top  100  Defense  Department  contrac- 


tors, and  the  only  company  in  the  world 
delivering  aircraft  to  the  U.S.  Navy,  Air 
Force  and  Army.  Our  aerospace  business 
has  increased  more  than  300%  since  1973, 
and  today  includes  development  and 
production  of  missile  targets,  assemblies, 
components  and  advanced  aerospace 
systems  as  well  as  training  aircraft. 

This  growth  helped  Beech  Aircraft 
complete  its  fifth  consecutive  record  year 
of  sales  and  earnings  in  1977.  We  anticipate 
another  record  year  in  1978,  with  sales  in 
excess  of  $500  million  and  proportionate 
earnings  growth.  In  the  first  half  of  fiscal 
1978,  sales  reached  $252,347,965,  and  net 
income  advanced  to  $16,972,286 

At  Beech,  we  believe  in  quality  of 
product  and  quality  of  sales  and  earnings. 


Year  Ended  Sept.  30 

1977 

1976 

1975 

1974 

1973 

(add  000) 

Net  Sales 

$417,420 

346,926 

267,149 

241,603 

204,662 

Cash  Dividends  Paid 

7,018 

5,369 

4,432 

3,614 

3,143 

Net  Income 

25,483 

20,631 

15,612 

12,479 

10,023 

Stockholders'  Equity 

109,319 

39,328 

73,786 

62,864 

55,355 

^eech  Aircraft  Corporation 

Wichita,  Kansas  67201 


PRIDE:  IT  FEELS  GOOD  TO  HELP  OUR 
GOUNTRY.THAT'S  PART  OF  OUR  MISSION. 


Money  And  Investments  Stock  Comments 


A  Bear  Market? 


By  Heinz  H.  Biel 

".  .  .  The  February-to-June  advance  should  be 
classified  as  a  strong  rally  in  a  bear  market .  . . 


I  he  TV  program  60  Minutes  seems  to 
enjoy  its  prime-time  slot  on  Sunday 
night  and  its  high  rating  largely  as  a 
result  of  the  sensationalism  of  its  report- 
ing. Business  has  been  a  frequent  victim, 
often  with  justification,  as  in  the  case  of 
the  crooked  dealer  in  commodity  op- 
tions. However,  this  program  has  also 
attacked  such  esteemed  organizations  as 
Pennwalt  (which  was  incorporated  in 
1850!),  using  vague  half-truths  for  insinu- 
ating improprieties. 

Recently  60  Minutes  hit  another  com- 
pany, Colonial  Penn  Group,  below  the 
belt.  That  company's  close  contractual 
relationship  with  the  National  Associ- 
ation of  Retired  Persons  and  the  National 
Retired  Teachers  Association  is  of  long 
standing.  Maybe  some  eyebrows  have 
been  raised,  but  no  one  has  found  any- 
thing wrong,  certainly  not  the  millions  of 
members  of  these  organizations — for 
"due  diligence"  I  became  one — who 
flock  to  Colonial  Penn  and  make  it  grow 
and  prosper.  But  as  far  as  60  Minutes  is 
concerned,  telling  the  truth  and  the 
whole  truth  might  spoil  the  story 

It  should  be  noted  that  these  muckrak- 
ers  of  CBS  have  carefully  refrained  from 
bringing  up  the  unsavory  case  of  The 
Winner  Takes  All  tennis  promotion.  But 
why  CBS,  itself  one  of  the  most  success- 
ful children  of  the  free-enterprise  sys- 
tem, should  engage  in  this  frequent  dis- 
play of  antibusiness  bias  is  hard  to  under- 
stand. It  is  equally  hard  to  understand 
The  New  York  Times,  which  editorially 
calls  the  Steiger  amendment  (to  cut  the 
capital-gains  tax  back  to  previously  pre- 
vailing rates)  a  shameful  way  to  make  the 
rich  richer. 

When  capitalists  of  such  prominence 
dirty  their  own  nests,  it  is  hardly  surpris- 
ing that  many  people  are  reluctant  to 
invest  in  common  stocks.  This  problem 
should  not  be  taken  lightly.  The  free- 
enterprise  system  has  its  faults,  but  think 
of  the  alternatives!  Con  Edison  can  hard- 

Heinz  H .  Biel  is  a  vice  president  of  the  NYSE 
firm  of  ] annex)  Montgomery  Scott. 


ly  be  viewed  as  one  of  the  better-man- 
aged utilities,  but  every  New  Yorker 
shudders  at  the  thought  of  having  it  run 
by  the  city — like  the  subway  or  the  sani- 
tation department,  for  instance. 

Perhaps  one  should  not  talk  about  in- 
vestments in  common  stocks  at  a  time 
when  the  market  itself  does  not  enjoy  its 
finest  hours.  I  don't  object  to  gambling, 
whether  it  be  craps,  blackjack  or  the 
ponies,  but  what  has  been  going  on  re- 
cently in  the  so-called  casino  stocks  is 
unhealthy,  to  put  it  kindly.  The  huge 
volume  and  the  huge  gains  give  the  illu- 
sion of  strength,  but  this  strength  is  con- 
fined to  such  an  extremely  narrow  seg- 
ment of  the  market  that  no  general  con- 
clusions should  be  drawn.  Traders  in 
these  stocks  are  not  much  better  off  than 
the  gamblers  in  Las  Vegas  or  Atlantic 
City,  except  that  the  odds  don't  favor  the 
house.  Personally,  I'd  hate  to  be  long  or 
short  any  of  these  stocks.  The  ground  is 
too  treacherous. 

With  gambling  stocks  at  least,  you  can 
let  your  imagination  run  wild.  Only  the 
sky  is  the  limit.  But  when  they  started 
taking  Penn  Central  for  a  ride,  it  just  did 
not  make  any  sense  whatsoever.  This 
sort  of  uninformed  speculation,  simply 
playing  the  numbers  game,  revives  un- 
pleasant memories  of  the  soaring  Sixties. 
The  story  is  always  the  same:  Sooner  or 
later  the  entire  market  becomes  affected 
by  the  correction  of  speculative  excesses, 
and  I  am  afraid  that  this  time  will  be  no 
exception. 

There  are  other  reasons  why  I  have 
doubts  about  the  traditional  summer  ral- 
ly that  "normally  shows  some  gains 
from  the  May-June  low  to  the  July-Sep- 
tember high.  There  was,  of  course,  a 
rally  to  a  high  in  early  June,  but  this  may 
have  been  it.  I  don't  like  the  way  many  of 
the  more  prominent  investment  stocks 
are  acting.  The  market's  basic  weakness 
has  been  camouflaged  by  the  fireworks 
in  stocks  of  abysmally  low  investment 
quality.  I  have  been  a  skeptic  all  along, 
but  more  and  more  I  incline  to  the  opin- 
ion that  the  February-to-june  advance 


should  be  classified  as  a  strong  rally 
bear  market  and  nothing  else. 

Boeing's  (52)  order  backlog  keeps 
growing.  Barring  anything  unforeseea 
ble,  the  next  several  years  will  be  very 
good.  I  expect  earnings  of  about  $7.50  a 
share  this  year  and  perhaps.  $9  in  1979 
Beyond  that  it  becomes  too  conjectural 
to  make  specific  forecasts.  If  Boeing  can 
conclude  a  deal  with  the  government 
owned  British  Aerospace  Corp.  for  the 
joint  manufacture  of  new  medium-sized 
planes,  the  758s,  the  outlook  for  the 
1980s  would  look  even  brighter.  Appar- 
ently there  is  a  huge  worldwide  demand 
for  a  plane  of  this  type  with  a  passenger 
capacity  of  160  to  180. 

If  you  must  have  income,  but  have 
more  than  enough  invested  in  utilities 
and  you  don't  like  bonds  because  their 
interest  rate  is  fixed  and  there  is  no 
chance  to  compensate  for  inflation,  take 
a  good  look  at  Chessie  System  (29).  Ches 
sie  is  a  holding  company,  primarily  oper- 
ating the  Chesapeake  &  Ohio,  Baltimore 
&  Ohio  and  Western  Man  land  railroads 
It  is  a  first-class  property  with  no  skimp 
ing  on  equipment  or  maintenance. 

However,  coal  is  extremely  important 
for  Chessie,  and  the  long  coal  strike 
raised  havoc  with  first-quarter  earnings 
In  fact,  Chessie  suffered  a  loss  of  $3.41  a 
share  in  those  three  months,  which  com 
pares  with  a  profit  for  all  of  last  year  of 
only  $4.01.  It  is  obvious  that  the  balance 
of  1978,  although  it  is  expected  to  be 
very  good,  can't  possibly  make  up  for  the 
very  poor  first  quarter,  but  it  may  come 
close  to  doing  so. 

Under  such  circumstances  why  bother 
with  Chessie?  To  start  out  with,  it  is  a 
high-grade  investment  stock.  Second, 
the  bad  news  has  been  known  for  some 
time,  and  from  here  on  the  news  will  be 
good.  Third,  the  $2.32  dividend  rate  will 
be  covered  by  an  ample  margin  of  safety 
this  year,  and  the  yield  is  an  unusually 
generous  8%.  Finally,  Chessie  is  selling 
at  the  lowest  price  in  about  three  years. 
It  has  sold  above  29  in  every  single  year 
for  well  over  a  decade.  ■ 
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Lef  VALUE  LINE  Help  You  Identify 

100  TIMELY  STOCKS  TO  BUY 

®!us  400  stocks  that  should  be  avoided  for  now. 


[o  make  your  portfolio  perform  well, 
t's  important  to  be  able  to  identify  the 
nost  timely  stock  selections  and  to  be 
jble  to  weed  out  any  "misfits."  You 
should  also  be  immediately  aware  of  sig- 
lificant  changes  in  any  of  your  stocks. 
rhat's  why  The  Value  Line  Investment 
Survey  every  week  of  the  year  ranks 
700  stocks— each  relative  to  ali  the 
ithers— for  Probable  Market  Perfor- 
mance in  the  next  12  Months,  as  fol- 
3ws  (the  Value  Line  rank  is  determined 
nainly  by  one  stock's  earnings  yield 
,nd  growth  features  relative  to  all  1700 
tocks): 

100  stocks  are  ranked  1  (Highest) 
i  300  stocks  are  ranked  2 

(Above  Average) 
!  900  stocks  are  ranked  3  (Average) 
:  300  stocks  are  ranked  4 
(Below  Average) 

100  stocks  are  ranked  5  (Lowest) 
jlote:  Not  every  stock  will  always  per- 
i>rm  in  accordance  with  its  rank.  But  it 

;  a  fact  that  favorably  ranked  stocks, 

s  a  group,  have  outperformed  poor- 
I  ranked  stocks  with  remarkable  con- 
It  stency  since  the  ranking  system  was 
introduced  in  1965. 

il'hile  past  performance  can  never  guar- 
ptee  future  success,  this  record  of 
iiore  than  12  years  of  successful  dis- 
il  imination  strongly  suggests  that  you 
tin  tilt  the  investment  probabilities  in 
spur  favor  by  using  the  Value  Line 
links. 

)0  Top  Ranked  Stocks 

ie  ranks  are  designed  to  measure 
iobabilities.  We  expect  lower-ranked 
ijocks  to  go  up  less  in  a  rising  market 
!or  down  more  in  a  market  drop— 

■  ian  higher-ranked  stocks.  And  con- 
I  rsely  . .  . 

We  expect  the  100  stocks  ranked 
1  for  Performance  to  go  UP  MORE 
or  DOWN  LESS,  on  average,  than 
the  1650  others  within  the  12 
;  months  directly  ahead. 

■  "<e  100  stocks  currently  ranked  1  (High- 
lit) for  Probable  Market  Performance 

the  Next  1 2  Months  (Value  Line  June 
i  d)  include  some  less  well  known 
i  mes— the  sort  of  stocks  not  closely 
plowed  by  most  sources  of  investment 
iiDrmation.  Just  a  few  of  them  are  BALL 
!j)RP.,  CORDIS  CORP.,  GORDON 
i!WELRY,  KIRSCH  CO.,  PONDEROSA 
IISTEM,  TORO  CO.,  WANG  LABS., 
lid  XTRA  CORP.  (This  may  show  why 
|  j  shouldn't  confuse  the  timeliness  of 
liommitment  in  a  stock  with  the  size 
i  fame  of  a  company.) 

ant  to  weed  out  your  portfolio? 

hi  suggest  you  avoid  the  400  stocks 
I'Tently  ranked  4  or  5  by  Value  Line 
*  Next-12-Months  Performance.  If 
jij're  bearish,  however,  these  stocks 
Iliy  be  good  short  sales  or  candidates 
I  option  writing. 

'  idated  every  week 

j  3ry  week— for  EACH  of  1700  stocks— 
i  3  Value  Line  Investment  Survey  in  its 


Summary  of  Advices  and  Index  pre- 
sents the  up-to-date  . . . 

a)  Rank  for  Relative  Probable  Price 
Performance  in  the  Next  12  Months 
—ranging  from  1  (Highest)  down  to 

5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
9%  and  up— Value  Line  June  2nd). 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
(100  stocks  are  in  the  170%  to  465% 
range— Value  Line  June  2nd.) 

e)  Current  price  and  P/E  based  on 
past  6  months  earnings  plus  future 

6  months  earnings  and  estimated 
annual  earnings  and  dividends  in 
the  next  12  months.  Also  the  stock's 
Beta. 

f)  Very  latest  available  quarterly  earn- 
ings and  dividends,  together  with 
year-earlier  comparisons. 

In  addition,  each  of  the  1700  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months— including  22  series 
of  vital  financial  and  operating  statistics 
going  back  10  years  and  estimated  3  to 
5  years  into  the  future. 

Special  Offer 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Sur- 
vey for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this  special  offer  because  we  have 
found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  pro- 
vide this  service  for  far  less  than  would 
have  to  be  charged  our  long-term  sub- 
scribers were  their  number  smaller. 
Your  trial  will  include  the  following: 
EVERY  WEEK  a  new  SUMMARY  &  IN- 
DEX section  (32  pages)  .  .  .  showing 
the  current  ratings  of  1700  stocks  for 


future  relative  Price  Performance  and 
Safety— together  with  their  Estimated 
Yields  and  the  latest  earnings,  divi- 
dends and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  130  stocks. 
During  the  course  of  every  13  weeks, 
new  full-page  reports  iike  this  are  issued 
on  all  1700  stocks,  replacing  and  up- 
dating the  previous  reports  which  will 
be  sent  to  you  already  filed  in  your 
binder  as  a  bonus.  Filing  takes  less  than 
a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can 
quickly  turn  to  a  continually  updated 
reported  on  almost  any  leading  stock. 
EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  . . .  with  a  detailed 
analysis  of  an  Especially  Recommend- 
ed Stock— plus  a  wealth  of  investment 
background  including  the  Value  Line 
Composite  Average  of  more  than  1700 
stocks. 

Plus  This  $45  Bonus  .  .  .  Value  Line's 
complete  2400-page  Investors  Refer- 
ence Service  (available  separately  for 
$45),  with  our  latest  full-page  reports 
on  all  stocks  under  review— fully  indexed 
for  your  immediate  reference— to  be 
updated  by  new  reports  sent  weekly. 

And  This  Bonus,  Too  ...  the  64-page 
booklet,  "Investing  in  Common  Stocks," 
which  explains  how  even  inexperienced 
investors  can  apply  thousands  of  hours 
of  professional  research  to  their  own 
portfolios  by  focusing  on  only  two  un- 
equivocal ratings,  one  for  Timeliness 
(Performance  in  next  12  months),  the 
other  for  Safety. 

Money-Back  Guarantee 

You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  refund  of  your  fee. 
This  subscription  is  tax-deductible  if 
utilized  to  aid  in  the  management  of 
your  invetsments. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey  \; 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  Street  •  New  York,  N. Y.  1 001 7 


□  Begin  my  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  house- 
hold every  two  years)  and  send  me  the 
two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 
SPECIAL  EXTRA  BONUS 
A  famous-make  pocket-size 
ELECTRONIC  CALCULATOR 
(with  full  memory)  given  to  you 
when  you  order  The  Value  Line 
Investment  Survey  for  one  year 
— and  send  payment  now. 

□  1  year  for  $295.  My  payment  is  en- 
closed—send me  the  CALCULATOR  as 
my  extra  special  bonus.  (There  are  no 
restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for 
$295.  (Does  not  include  the  calculator.) 
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516C24 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT  NO. 


CITY  STATE  ZIP 

GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  return  material  within  30  days 
for  full  refund  of  the  fee  I  have  paid 
Subscription  tax-deductible  and  non-assign- 
able Foreign  rates  on  request  (NY  reside.. !s 
add  sales  tax  ) 
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Slip 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


DIAMOND 
INTERNATIONAL 
CORPORATION 


97th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Interna- 
tional Corporation  on  June  22, 1978,  declared  a 
quarterly  dividend  of  55$  per  share  on  the  Com- 
mon Stock,  payable  Aug.  1,  1978,  to  share- 
owners  of  record  July  10,  1978. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 
Consumer  Products  •  Building  Materials  & 
Home  Supplies  •  Machinery  Systems 


GRAHAM-REA  INVESTMENT  ANALYSIS 

Based  on  Benjamin  Graham's  investment  crite- 
ria, indicating  "buys",  "holds"  and  factors 
needed  for  verification.  Issued  monthly  for 
$100.00  per  year  by: 

Dr.  James  B.  Rea, 
10966  Chalon  Rd.,  Los  Angeles,  CA  90024, 
(213)472-0127 


Home 
Security  Hints 

By  John  Train 


Ls  vacation  time  approaches,  you 
may  want  to  consider  some  ways  of  leav- 
ing your  home  in  as  secure  a  shape  as 
possible — one  less  thing  to  worry  about. 

When  You  Go:  Put  your  valuables  in 
the  safe-deposit  box.  Cancel  newspa- 
pers, milk  and  the  like.  Leave  a  few  toys, 
garden  tools  and  a  barbecue  grill  lying 
around  outside  the  house  as  though  you 
were  still  there;  have  a  neighbor  move 
them  occasionally  and  pick  up  things 
from  in  front  of  your  door.  Have  the 
grass  cut.  Muffle  your  telephones.  A 
burglar  may  call  and  let  the  phone  ring 
while  he  goes  to  the  house.  If  it's  still 
ringing  inside,  nobody's  home.  Don't 
broadcast  your  movements.  Consider 
leaving  the  radio  on  and  an  air  condition- 
er on  in  summer,  or  an  upstairs  window 
open  (with  a  waterproof  cloth  on  the 
floor).  Invite  someone  to  "house-sit." 

Equipment:  The  most  convincing 
sign  to  post  in  a  country  house  is  "This 
Home  Is  Protected  by  a  Silent  Alarm." 
In  a  city  apartment,  a  loud  alarm  bell  will 
probably  rout  an  intruder  more  effec- 
tively. A  small  carbon-dioxide  hand-held 
foghorn  makes  a  blast  that  will  waken  the 
dead  and  is  reassuring  to  have  at  bed- 
side. It  can  be  bought  in  marine  supply- 
stores.  Install  dead-bolt  locks — prefer- 
ably bronze  drop-bolt  locks — on  all  out- 
side doors.  Avoid  latch  locks  that  can  be 
opened  with  a  credit  card.  Some  lock 
cylinders,  e.g.  Medeco,  are  hard  to  pick. 
Most  others  can  be  picked  easily  and 
quickly.  A  Vise-Grip  can  often  pull  the 
entire  cylinder  out  of  the  lock.  Get  a 
cylinder  guard  plate  to  prevent  that.  If 
you  have  several  locks,  space  them  to 
support  the  door.  Locks  in  door  handles 
can  be  smashed  off.  Have  a  door  peep- 
hole. Have  a  security  chain  whose  catch 
is  affixed  horizontally,  not  vertically.  To 
the  extent  possible,  all  doors  should  be 
visible  from  the  street  and  lit  up.  Light- 
ing  fixtures   and   their   electric  lines 

John  Train  is  president  of  Train,  Smith,  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


should  be  inaccessible.  Guns  are  oft 
more  dangerous  to  the  household  tl 
the  burglar.  You  can  be  prosecuted 
many  jurisdictions  for  shooting  an 
truder.  Get  a  dog — the  louder  the  b 
ter.  Attack  dogs  are  dangerous,  espec 
ly  around  children.  They  occasionally 
berserk.  Be  as  careful  about  securi 
garages  and  back  doors  as  the  front  dc 
A  horizontal  bar  across  a  garage  doo 
effective,  as  is  a  dead-bolt  lock  betwe 
the  garage  and  the  house.  Put  your  1 
der  in  the  garage  or  celler,  or  padlock 
Broken  glass  will  protect  crawl  spaces 

Procedures:  Many  police  depa 
ments  now  have  a  burglary  specia 
who  will  give  you  a  free  consultant 
Get  to  know  your  neighbors.  Agree  t 
you'll  call  the  police  about  suspicic 
occurrences  in  each  others'  house 
such  as  foghorn  blasts.  Don't  leave  a  1 
anywhere  near  the  back  or  front  doo: 
not  on  the  lintel,  not  in  the  flowerp 
not  in  the  mailbox  or  under  the  n 
Leave  lights  on  in  the  living  room 
kitchen  and  an  upstairs  bathroom,  us 
timers  to  turn  them  on  and  off  to  sir 
late  your  living  pattern.  Leave  a  radio 
TV)  on  when  you  go  out  at  night 
burglar  may  observe  your  moveme 
before  he  does  the  job.  Have  a  good  1 
at  single  men  sitting  in  (or  repairi 
cars,  loiterers  and  the  like.  Check  p 
spective  household  employees.  Dish 
est  ones  go  from  job  to  job,  arrang 
repeated  "inside"  robberies.  Read 
fine  print  on  your  homeowner's  policy 
may  require  specific  precautions. 

Callers:    Burglars  masquerade 
salesmen,  repairmen,  plumbers,  m 
ers,  locksmiths  and  deliverymen.  If 
the  least  doubt,  call  the  company  bef  • 
letting  anyone  in,  getting  the  numi 
from  telephone  information.  (The  ni 
ber  given  you  may  be  manned  b; 
confederate.)  Do  not  let  an  alleged  a 
dent  victim,  or  a  motorist  supposedly 
of  gas,  into  the  house.  Call  for  h 
y  ourself  on  his  behalf. 

Apartments:  If  y  our  landlord  is  n 
ligent  about  fixing  buzzers  and  the  li 
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3  it  yourself  and  deduct  it  from  the 
;nt  If  the  landlord  gives  you  trouble, 
)U  can  probably  get  a  judgment  in 
nall-claims  court  without  a  lawyer,  and 
>e  the  judgment  as  an  offset  against  rent 
je.  In  apartment  houses  where  the  su- 
jrintendent  has  a  key  to  each  apart- 
ent,  seal  yours  in  an  envelope,  sign 
toss  the  flap  and  see  that  the  super 
peps  all  of  them  locked  up.  Apartment 
luse  staff  sometimes  lend  tenants'  keys 
burglars  or  tell  burglars  about  the 
nants    movements.    Investigate  such 
aployees    thoroughly    before  hiring 
em.  Apartment  vestibule  locks  are  of- 
n  feeble.  Ask  for  a  spring-latch  lock 
jth  a  dead-bolt  feature. 
Valuables:  Avoid  leaving  money  (ex- 
pt  maybe  for  a  small  "decoy"  amount) 
ywhere  in  the  master  bedroom,  in  the 
Frigerator,  taped  under  drawers,  be- 
id  books  or  any  of  the  "clever"  places 
lere  burglars  look  first.  Indeed,  don't 
ep  significant  sums  at  home  at  all.  Join 
aeration   Identification   and  post  its 
cker  on  your  front  door.  Get  a  safe — 
)  big  to  be  stolen  itself— for  furs,  guns 
d  jewels  (which,  however,  belong  in  a 
fe-deposit  box).  Have  the  safe  included 
the  alarm  system.  If  valuables  aren't  in 
bank  safe-deposit  box  or  in  a  safe  at 
me,  they're  probably  best  hidden  in 
attic  (again,  except  perhaps  for  a 
coy  stash).  Burglars  don't  like  to  go 
jere  they  can  be  trapped.  Take  color 
tures   of  everything,    record  serial 
nnbers  of  objects  that  have  them.  Tak- 
photos  is  easier — and  thus  more  like- 
to  be  done — than  an  inventory,  are 
jre  useful  for  the  police,  and  more 
ivincing  to  insurance  adjusters  or  the 
ernal  Revenue  Service. 
Security  Systems:  Having  a  com- 
te  system  should  lower  your  insur- 
premiums.   Electronic  alarm  sys- 
is  are  extremely  tricky.  Don't  try  to 
mble  yours  on  a  do-it-yourself  ba- 
-often  the  parts  are  incompatible, 
vare  cut-rate  deals.  For  a  satisfactory 
allation  you  need  a  capable  and  hon- 
consultant.  Many  aren't.  The  Better 
iness  Bureau  may  be  able  to  help.  Be 
!  the  company  provides  a  service  con- 
t  or  warranty,  and  has  a  history, 
omatic  alarm  companies  have  been 
trated  by  hoodlums.  Be  particularly 
■ful  after  you've  ordered  the  system 
before  it's  actually  installed.  In  the 
ntry,  silent  alarms — either  the  kind 
flash  in  the  police  station  or  dial  a 
■sage  to  the  police — are  often  better 
■i  bell  alarms.  Alarm  bells  (and  their 
■er  lines)  must  be  out  of  reach.  Oth- 
lise,    the  burglar  just   sprays  foam 
i'ing  lotion  into  the  case,  muffling  the 


COMPARE  TAX-FREE  YIELDS. 
YOU'LL  GIVE  US  FIVE  STARS. 

Fidelity  High  Yield  Municipals  offers  investors  a 
v£k    n'gh  tax-free*  yield  from  a  fully  managed  portfolio  of 
a  |p  municipal  bonds,  primarily  rated  A  and  Baa. 

Compare  our  yield  with  those  of  other  munici- 
pal bond  funds.  Then,  compare  features.  We  offer  the 


time  manage- 
ment, no  sales  charge,  a  low 
management  fee  (45/100  of 
1% ),  daily  liquidity,  and  the 
option  of  receiving  earnings 
monthly  or  reinvesting  them 
for  tax-free  compounding. 

The  result  is  a  combi- 
nation of  yield  and  benefits 
unmatched  by  other  funds. 
We  think  it  rates  five  stars. 
Learn  more  today. 

CALL  FREE 
(800)225-6190 

In  Mass.  call  collect 
(617)  726-0650 

*A  portion  may  be  subject  to  Federal,  state  or  local  taxes. 


FIDELITY 
HIGH  YIELD 
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^^^^  billion  management. 


PO.  Box  832.  Dept.  FF80724 

82  Devonshire  St..  Boston.  Mass  02103 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 

Name  

Address  

City  


FIDELITY  GROUP 


We're 
Fighting  for 

Your  Life 

Please  give  generously 
American  Heart  Association 

OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E.  Ins. 
and    stockbrokers.    Operate  from  your  own 
dignified  professional  office.   Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to: 

OR  Call  Mr.  Vander.  (213)  463-4841 

Dept.  5.  Computer  Capital  Corp. 
6922  Hollywood  Blvd..  Los  Angeles.  Calif  90028 

GROWTH  IS  ALIVE 


Many  leading  growth  stocks  are  now  selling 
well  below  their  all-time  highs  while  their 
earnings  per  share  and  dividends  have 
risen  to  new  peak  levels. 

Some  investors— sensitive  to  good  value 
—realize  this  and  are  buying.  Others, 
however,  will  probably  wait  until  the  top 
of  the  market  to  buy.  SAD. 

Can  we  interest  you— NOW? 


T.ROWE  PRICE 

GROWTH  STOCK  FUND,  Inc. 

A  NO-LOAD  FUND 

100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  including  the  manage- 
ment tee  and  other  charges  and  expenses,  obtain  a  pros- 
pectus. Read  it  carefully  before  you  invest  or  send  money. 


800-638-1527 

If  busy,  or  in  Maryland  call  30 1  -547-2 1 36  collect. 
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A  Yellow  Spread  That 
Is  Not  So  High  Priced 

By  Stanley  W.  Angrist 

".  .  .  Supply  and  demand  ultimately  determine 
gold  and  silver  prices.  What  these  terms 
actually  mean  tends  to  confuse  the  issue  .  .  ." 


W^iS  most  of  Itl)  regular  leaders  know, 
gold  is  not  one  of  my  favorite  commod- 
ities. However,  I  continue  to  receive 
letters  asking  me  to  suggest  ways  to 
trade  gold  with  reasonable  safety,  It  is 
not  an  easy  question  to  answer,  but  I 
think  I  have  found  a  solution  that  may 
meet  some  traders'  dual  preference  lor 
trading  gold  and  trading  it  with  a  degree 
of  security.  But  first,  let's  take  a  look  at 
the  forces  that  seem  to  be  driving  the 
gold  market  at  this  time. 

During  the  latter  half  of  1977  and  in 
the  first  quarter  of  1978,  gold  and  silver 
prices  moved  sharp!)  higher.  Gold  re- 
sumed the  uptrend  that  started  in  late 
1976,  moving  from  a  relative  low  ol  $138 
per  ounce  in  June  1977  to  a  March  1978 
high  of  $190  per  ounce.  Silver,  which 

seemed  to  he  a  reluctant  follower  of  the 
advance  during  the  latter  half  of  1977 
and  the  first  two  months  ol  1978,  ex- 
ploded during  early  March  when  the 
spot  price  reached  $5.54  per  ounce — 
$1.24  ($6,200  per  contract)  above  its  Au- 
gust 1977  lows.  (Followers  of  my  recom- 
mendations in  the  Feb.  6,  1978  column 
reaped  satisfactory  profits  from  that  price 
explosion  ) 

As  a  rule  I  like  to  employ  fundamen- 
tals—that is.  the  supply  and  demand 
outlook-  when  trying  to  forecast 
changes  in  futures  prices.  In  the  case  of 
agricultural  commodities,  such  an  ap- 
proach can  be  fairly  useful — though  far 
hum  infallible  However,  such  tech- 
niques work  xv  i 1 1 1  much  less  sili  cess  in 
the  c  ase  ol  the  precious  metals  because 
these  markets  have  a  psychological  com- 
ponent that  can  easily  outweigh  any  fun- 
damental facts. 

Just  as  with  any  other  commodity, 
supply  and  demand  ultimately  deter- 
mine gold  and  silvei  pmes  W  hat  these 
terms  actually  mean  tends  to  confuse  the 
issue.  The  ac  tual  world  stocks  of  gold  and 
silver  are,  ol  course,  unknown,  and  ana- 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Melton  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 


lysts  have  taken  to  using  production  as  a 
proxy  for  supply.  This  can  lead  to  serious 
errors  in  determining  the  true  supply 
since  the  total  stocks  of  gold  and  silver 
are  many  times  the  annual  production 
level — especially  in  the  case  ol  gold.  Pro- 
duction represents  only  a  fraction  of  total 
supply  .  (Contrast  this  situation  with  agri- 
cultural commodities  where  stocks  are 
usually  only  a  fraction  of  production.) 

The  demand  side  is  equally  confusing. 
In  precious  metals,  demand  refers  to 
purchases  that  will  be  made  for  specula- 
tive (hoarding)  purposes  as  well  as  for 
industrial  usage.  Since  that  portion  de- 
manded for  speculative  purposes  is  al- 
most totally  psychologically  motivated, 
analysts  tend  to  focus  on  industrial  pro- 
duction as  a  proxy  for  demand.  The 
weakness  in  such  a  strategy  should  be 
obvious,  as  industrial  consumption  can 
fall  during  a  period  in  which  total  de- 
mand is  increasing.  Higher  prices  pro- 
duced by  Speculative  purchases  could 
give  rise  to  a  cut  in  industrial  consump- 
tion because  such  consumers  might  tem- 
porarily elect  to  live  ofl  their  inventories. 

Loeb,  Rhoades,  Hornblower  &  Co.  in 

a  recent  report  listed  the  factors  that  the 
company  believes  will  have  the  biggest 
impact  on  gold's  price  during  the  coming 
months.  These  arc: 

1.  Currency  fluctuations.  The  rise-  in 
gold's  price  since  mid- 1977  has  merely 
reflected  the  sharp  shift  in  wot  Id  curren- 
cy values.  The  bull  market  in  gold  has 
reflected  the  steady  erosion  of  the  U.S. 
dollar.  If  speculators  begin  to  abandon 
the  stronger  world  currencies  as  they 
h  ive  the  dollar,  then  gold  could  be  the 
beneficiary. 

2.  Inflation.  A  high  rate  of  inflation  or 
expectations    for    increased  inflation 

would  sinelv  accelerate  the  flight  from 
paper  currency  to  precious  metals. 

3.  U.S.  trade  balance.  A  continued 
weakness  in  our  balance  ol  trade  (we 
imported  $45  billion  worth  of  oil  last 
year)  will  certainly  add  upward  pressure 
to  gold's  price. 

4.  U.S.  Treasury  gold  sales    The  firm 


price  exhibited  by  gold  in  the  face  of 
Treasury  sales  is  a  bullish  sign  by  any 
measure.  (Note  that  1.3  million  ounces 
were  bid  for  in  the  May  sale,  but  the 
Treasury  only  offered  300, (X)O  ounces  ! 
These  sales  are  likely  to  reflect  the 
strong  demand  for  gold  rather  than  ac  t  as 
a  bearish  factor. 

Thus  if  you  believe  these  factors  addl 
up  to  a  higher  price  for  gold  in  the 
coining  months,  you  might  want  to  con- 
sider a  relatively  low-risk  bull  spread  in) 
gold.  One  such  spread  that  appears  in- 
teresting is  the  purchase  of  the  Decem- 
ber 1978  gold  contract  and  the  sale  of  the 
December  1979  gold  contract.   Such  i 
trade  may  be  carried  out  on  either  of  twi 
exchanges:  The  International  Monetary 
Market  of  the  Chicago  Mercantile  Fx 
change   or   the   Commodity  Fxchangfl 
(Comex)  of  New  York.  Both  offer  I00i| 
tro)  -ounce  contracts. 

At  this  writing  the  1979  contract  can 
l  ies  a  premium  of  about  $19  per  ounce 
Two  factors  could  cause  this  spre  ad  t<| 
narrow.   A  strong  rally  in  gold  would 
drive  the  nearby  price  up  faster  than  th»| 
distant.  Or  a  decline  in  short-term  inter! 
est  rates  would  also  cause  this  spread  t«| 
narrow  as  carrying  charges  between  t  In  I 
two  contracts  would  decline.  (The  total 
cost  of  ow  ning  a  commodity  is  called  itl 
carrying  charge,  pari  of  that  charge  is  th| 
interest  on  the  money  that  would  be  tie) 
up  if  you  had  paid  cash  for  the  commodf 
ity.  For  example,  the  foregone  interest 
at  the  prime  rate,  of  owning  an  ounce  I 
gold  for  a  year  is  about  $17.  The  balanc 
of  the  carrying  charge  is  for  storage  ami 
insurance.)  A  lc/c  drop  in  interest  rate 
would  cause  the  spread  to  narrow  abou 
$2   per  ounce  ($200  per  spread).  C 
course,  a  1%  increase  in  interest  rate 
would  cause  the  spread  to  widen  by  thai 
amount. 

I  would  not  risk  more  than  $2  pe| 
ounce  on  this  spread.  A  $4-per-ounc 
narrow  ing  of  this  spread  ($400  per  cor 
tract)  does  not  seem  unreasonable.  Th 
margin  on  such  a  spread  is  $200  and  th 
round-turn  commission  is  about  $60. 
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TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 

And  the  best  place  for  that  is  TIME. 

There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded. 
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Do  Your 

Christmas  Selling  Early 

By  Ann  C.  Brown 

".  .  .  Avoid  the  crush  at  the  end  of  the  year  and 
have  all  fall  to  make  further  adjustments  . . ." 


I  11  let  you  in  on  a  little  secret.  Each 
year  I  keep  a  running  total  of  my  realized 
capital  gains  and  losses  so  that  at  any 
single  moment  I  know  exactly  how  I 
stand  with  the  tax  collector.  Then,  along 
about  late  July  or  early  August,  while 
others  are  frolicking  in  the  sun,  I'm  bus- 
ily beginning  to  even  up  accounts,  using 
the  summer  rally,  if  there  is  one,  to  good 
advantage.  In  this  way  I  manage  to  avoid 
the  crush  at  the  end  of  the  year  and  have 
all  fall  to  make  further  adjustments  as  the 
situation  demands.  This  midsummer 
reckoning  is  particularly  important  in  an 
up-market  year  that  follows  a  down-mar- 
ket year  (or  years)  when  the  savvy  are 
likely  to  balance  off  previous  losses  with 
present  gains.  Individual  stocks  that 
have  shown  remarkable  appreciation  fre- 
quently sell  at  higher  prices  during  the 
year  than  they  do  toward  the  end  when 
everybody  has  his  or  her  eye  on  Dec. 
31 — and  the  following  Apr.  15. 

Another  reason  for  selecting  now  as  a 
good  time  to  take  a  long,  hard  look  at 
your  portfolio  has  to  do  with  the  arrival 
of  the  second-quarter  earnings.  Accord- 
ing to  what  I  hear,  Q-2  results  (as  they 
are  known  in  the  trade)  should  make 
especially  pleasant  reading  for  many  in- 
vestors who  found  first-quarter  profits 
disappointing,  to  say  the  least.  However, 
if  one  of  your  holdings  should  come  in 
again  with  less-than-expected  earnings, 
don't  be  in  too  great  a  hurry  to  heave  it 
out.  Woe  unto  managements  that  turn  in 
poor  performances  this  time  around,  for 
their  shares  may  catch  the  eye  of  the 
acquisition-minded.  With  both  domestic 
and  foreign  corporations  showing  vora- 
cious appetites  for  asset-rich  American 
companies,  what  looks  bad  to  you  could 
look  good  to  them.  Remember,  tenders 
in  the  night  have  been  known  to  make 
many  a  day. 

Assuming  you  do  decide  to  do  a  bit  of 
selling,  here  are  a  few  stocks  to  consider 

Ann  C.  Brown  is  executive  vice  president  of 
the  New  York  investment  firm  of  Melhado. 
Flynn  is  Associates. 


buying  with  your  loosened  change.  The 
fiscal  1978  year  has  just  ended  for  Co- 
lumbia Pictures  (18)  and  the  company  is 
likely  to  show  fully  diluted  earnings  (ex- 
nonrecurring  gains)  of  around  $4.70,  vs. 
last  year's  reported  $1.62.  The  reason  for 
the  prosperity  is,  of  course,  the  unbe- 
lievably successful  Close  Encounters  of 
the  Third  Kind  whose  box-office  receipts 
from  here  and  abroad  will  probably  total 
over  $100  million  by  the  time  the  final 
ticket  is  counted.  Better  results  are  ex- 
pected, too,  from  the  Gottlieb  division, 
which  is  a  major  manufacturer  of  pinball 
games,  and  from  Arista  Records.  Pre- 
dicting the  future  profitability  of  movie 
producers  is  a  dicey  proposition  at  best, 
but  the  recently  released  flick  The 
Cheap  Detective,  starring  Peter  Falk  and 
supported  by  half  of  Hollywood,  looks 
promising.  If  this  Neil  Simon  comedy 
and  his  California  Suite  plus  a  few  other 
films  waiting  in  the  wings  do  well,  it's 
conceivable  that  Columbia  Pictures 
could  report  $4  in  fiscal  1979.  The  com- 
pany hasn't  paid  a  cash  dividend  since 
1971,  but  its  greatly  improved  financial 
condition  might  persuade  the  board  of 
directors  to  share  a  few  cents  with  the 
stockholders  later  on  this  year.  No  prom- 
ises on  either  earnings  or  dividends,  but 
if  you  keep  a  close  encounter  with  Co- 
lumbia Pictures  balance  sheet  you  might 
just  catch  a  former  star  making  a  strong 
comeback. 

Continuing  in  the  fun-and-games  de- 
partment, Brunswick  Corp.  (15),  which 
once  sold  as  high  as  74,  could  be  poised 
for  an  earnings  upturn.  As  the  baby- 
boom  generation  moves  into  bowling 
and  boats,  Brunswick  could  well  be  one 
of  the  beneficiaries.  First-quarter  earn- 
ings were  down  substantially,  but  it's  a 
little  hard  to  think  about  buying  an  out- 
board motor  when  the  snow  is  over  your 
rooftop.  Barring  a  collapse  in  consumer 
spending,  Brunswick  is  estimated  to 
earn  $2.20  in  1978  and  $2.50  in  1979. 
Currently  the  stock  is  yielding  about 
4.5%,  and  sharp  eyes  will  note  that  the 
company  has  raised  the  dividend  sub- 


stantially    every     year     since  1970 
Remember  when  Coors  (Adolph)  Co 
(15)  came  to  market  in  1975?  It  was  one 
of  the  few  hot  new  issues  in  the  recent 
memory  of  mankind.  At  the  moment  th 
stock  is  selling  at  about  half  its  former 
high.  Small  wonder,  since  the  company 
showed  first-quarter  earnings  of  14  cents 
compared  with  41  cents  a  year  earlier 
Earnings  estimates  for  1978  as  a  whole 
are  all  over  the  lot,  ranging  from  a  low  of 
$1.10  to  a  high  of  $1.70  to  $1.80  (with  ai 
guesstimate  of  $2.50  to  $3  next  year) 
The  optimists  are  looking  for  promising 
contributions  from  Coors  Light  beer 
which  appears  to  have  been  so  successful! 
in  test  markets  that  it  may  be  introduced! 
to  all  Coors  markets  as  early  as  August 
In  addition,  the  company  stands  to  gain 
from  its  expansion  into  Iowa,  Missouri 
and    Washington — with    further  states 
slated  to  be  added  in  the  not-too-distant 
future.  Coors  is  already  the  fifth-largest 
brewer  in  the  U.S.  and  with  its  devoted 
following  (number  one  bestseller  in  1976 
in  10  of  the  13  western  states  in  which  it 
was  distributed),  the  company  could  tak 
some  of  the  gusto  out  of  the  other  guys. 

A  couple  of  smaller  situations  recently 
caught  my  eye,  if  you  don  t  mind  eompa 
nies  with  limited  liquidity  and  where  the 
management  controls  a  big  chunk  of  the 
stock.  Meyer  (Fred)  (26)  is  a  retailing 
company  that  sells  to  residents  of  the 
Pacific  Northwest  every  thing  from  food 
and  apparel  to  general  merchandise.  I 
1977  the  company  earned  $2.76  (full)) 
diluted),  up  from  $2.30  in  1976.  Thi 
made  the  17th  record  year  and  anothei 
good  earnings  gain — perhaps  to  $3. 15  oi 
$3.30 — is  expected  in  1978.  Donaldson 
Co.  (28)  makes  a  wide  assortment  of  ai] 
cleaners,  filters  and  mufflers  for  use  ir] 
big  internal-combustion  engines.  Ovei 
the  past  five  years  the  company's  sale! 
and  earnings  have  increased  at  com! 
pound  growth  rates  of  over  19%.  For  tht 
fiscal  year  ending  July  31,  1978,  Donald 
son  is  expected  to  report  $3.35,  vs.  $2.75 
for  fiscal  1977.  Next  year  $3.75  seemi 
attainable.  ■ 
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The  1979  Recession 

By  Richard  B.  Hoey 

". . .  Acceleration  of  wage  inflation  should  help 
drive  our  economy  into  a  recession  by  mid-1979  . . . 


The  focus  of  investment  attention 
shifts  several  times  a  year.  In  late  1977 
the  focus  shifted  from  the  money  supply 
to  the  dollar.  More  recently,  it  has  shift- 
ed from  the  dollar  to  U.S.  interest  rates. 
The  next  major  shift,  I  suspect,  should 
be  to  accelerating  wage  inflation. 

The  surge  in  wage  inflation  should 
occur  primarily  in  the  private  sector,  not 
in  the  government  sector.  Key  contracts 
will  be  those  of  the  railroad  workers  this 
.summer,  the  Teamsters  (March  1979), 
[the  rubber  workers  (April  1979),  the 
[electrical  workers  (June  1979)  and  the 
auto  workers  (September  1979).  The 
■Carter  Administration  has  no  legal  au- 
thority to  limit  wage  settlements  and  has 
llost  its  moral  authority  to  limit  wage 
Kains  by  its  behavior  during  the  coal 
strike. 

The  point  of  no  return  for  an  accelera- 
tion of  wage  inflation  has  been  passed. 
JvVe  believe  this  is  true  despite  the  grow- 
ing evidence  that  there  will  be  a  sharp 
jklowdown  of  consumer  price  inflation  to- 
Ivard  6%  in  late  1978  as  food  prices  weak- 
J:n.  This  temporary  improvement  should 
liot  blind  investors  to  a  more  fundamen- 
tal worsening  of  wage  costs.  This  accel- 
eration of  wage  inflation  should  help 
llrive  our  economy  into  a  recession  by 
lnid-1979. 

I  Fear  of  surging  wage  inflation  will  re- 
iBiforce  the  Federal  Reserve's  bias  to- 
ward tighter  monetary  policy.  Wage  in- 
flation will  help  propel  consumer  price 
jaiflation  back  to  or  above  8%  in  early 
1979.  This  inflationary  resurgence 
liould  erode  consumer  confidence  in 
lirly  1979,  and  thus  contribute  to  a  1979 
l;cession. 

I  A  careful  reading  of  the  public  state- 
lients  of  Barry  Bosworth,  the  Adminis- 
ftation's  chief  inflation-watcher,  indi- 
Ejites  that  he  has  reached  these  same 
Upnclusions. 

The  prospect1  of  large  wage  gains  in 


chard  B.  Hoey  is  a  vice  president  and  in- 
stment  strategist  at  Bache  Halsey  Stuart 
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1979  should  help  keep  the  dollar  weak 
despite  a  sharp  improvement  in  the  bal- 
ance of  trade.  Foreign  investors  in  our 
market  are  likely  to  be  extremely 
alarmed  by  wage  inflation. 

Accelerating  wage  demands  means  a 
combination  of  high  inflation  and  reces- 
sion during  1979.  The  impact  on  profit 
margins  is  likely  to  be  adverse. 

We  expect  a  strong  rise  in  stock  prices 
from  mid-1979  to  mid-1980,  but  it  prob- 
ably won't  begin  until  we  are  already  in  a 
recession.  Here's  our  predicted  scenario: 

The  Dow  Jones  industrial  average  will 
probably  drop  back  down  through  800 
again.  Over  the  last  15  years,  the  one 
thing  you  could  count  on  was  that  within 
a  year  or  two  the  market  would  go  back 
to  800  from  wherever  it  was. 

We  believe  there  are  only  three 
events  that  would  drive  the  market  on  to 
new  highs  in  the  next  several  years.  One 
would  be  a  sustained  deceleration  of  in- 
flation. Given  past  monetary  growth  and 
current  wage  inflation,  this  appears  un- 
likely over  the  next  several  years. 

The  second  event  would  be  an  explo- 
sion of  corporate  profits — unlikely  in  a 
wage-inflationary  environment. 

The  third  event  could  be  a  change  in 
tax  policy  that  would  raise  the  aftertax 
return  to  investors  on  common  stock  in- 
vestments. Here  there  are  some  glim- 
mers of  hope. 

The  Steiger  amendment  to  lower  the 
top  capital-gains  tax  rate  has  garnered 
enough  support  to  rouse  the  Carter  Ad- 
ministration to  threaten  to  veto  the  tax 
bill  if  it  includes  the  Steiger  amendment. 
While  investors  may  not  win  this  round, 
there  is  a  rising  probability  of  tax  relief 
for  investors  some  time  over  the  next 
several  years.  Our  preference  would  be 
to  widen  the  eligibility  for  tax-deductible 
individual  retirement  accounts  to  all 
adult  Americans. 

This  would  permit  every  adult  Ameri- 
can to  invest  a  tax-deductible  $1,500  in 
an  IRA.  We  would  require  that  90%  of 
these  funds  be  invested  in  the  common 
stocks  of  U.S.  corporations.  This  is  in 


contrast  to  the  current  pattern,  where 
pension  funds  have  been  shifting  a  grow- 
ing portion  of  the  society's  savings  to- 
ward debt  investment.  This  helps  fi- 
nance the  federal  deficit,  but  hardly 
makes  any  contribution  to  private-sector 
job  creation. 

One  reason  for  the  growing  momen- 
tum for  tax  relief  for  investors  is  the 
intellectual  recognition  of  the  link  be- 
tween the  stock  market  and  inflation.  A 
low  stock  market  makes  it  hard  for  com- 
panies to  raise  new  funds.  This  restrains 
capital  investment.  Less  investment  in 
plant  and  equipment  and  research  re- 
sults in  slower  productivity  growth.  Low 
productivity  growth  means  that  most 
wage  inflation  passes  into  price  inflation. 
For  example,  in  the  last  year,  nearly  all 
of  the  9%  wage  inflation  was  passed  into 
an  8%  rise  in  unit  labor  costs  because 
productivity  growth  was  only  1%. 

Don't  hold  your  breath,  but  there's 
hope  for  a  gradual  shift  in  policy. 

What  should  investors  do  now?  We 
recommend  that  investors  concentrate 
their  portfolios  in  the  largest  high-qual- 
ity companies.  The  last  two  years  have 
seen  a  deep  bear  market  in  large  institu- 
tional stocks  and  a  wide  bull  market  in 
smaller  stocks  purchased  by  the  general 
public.  We  believe  that  this  pattern  is 
shifting  and  that  there  is  now  much  more 
risk  in  many  smaller  stocks  than  in  the 
quality  blue  chips.  At  current  levels, 
however,  we  would  be  willing  to  pur- 
chase a  broad  range  of  the  solid  blue- 
chip  stocks.  For  example:  International 
Business  Machines  (261),  Wells  Fargo 
(27),  International  Telephone  if  Tele- 
graph (30),  Northern  Natural  Gas  (40). 

We  also  continue  to  favor  bank  stocks. 
For  example,  Western  Bancorp  (35)  sells 
at  a  price/earnings  multiple  of  about  five. 
It  owns  banks  in  11  western  states.  It  has 
a  strong  orientation  toward  domestic 
rather  than  foreign  loans.  It  sells  below 
book  value.  Earnings  of  $6. 10  are  esti- 
mated for  this  year;  $6.90  for  1979. 
Yield:  about  5%  and  we  would  expect 
increasing-dividends.  ■ 
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These  are  the  lands  of 
English-speaking  decision-makers. 


McCann-Erickson  recently  completed  and  published 
a  survey  conducted  by  the  Middle  Eastern  Marketing 
Research  Bureau.  The  objective:  To  discover  the 
media  habits  of  key  decision-makers  in  the  major 
commercial  markets  of  the  Middle  East .  Top  decision- 
makers were  interviewed  in  government,  trade  and 
industry,  and  finance.  Newsweek  International  was 
one  of  the  original  sponsors. 


The  result:  The  language  of  these  Middle  Eastern 
decision-makers  is  English.  Spoken  by  92%,  English 
is  read  by  9  out  of  10.  Over  96%  are  magazine 
readers.  And  one-half  of  those  surveyed  reported 
direct  involvement  in  business  expenditures  within 
the  past  year. 


Reach  them  cost-efficiently  with 
Newsweek  International. 


Middle  East  Magazine  Market  Coverage 


Lank 

Magazine 

Percent 
Coverage 

Cost-Per- 
Thousand 

1. 

Newsweek 

15.2 

$  680.85 

International 

2. 

Time 

18.2 

$  877.78 

3. 

Alam  Attijarat 

10.7 

$  890.70 

4. 

International 

10.5 

$  921.38 

Management 

5. 

The  Economist 

10.2 

$1,196.47 

6. 

Business  Week 

7.6 

$1,452.85 

7. 

Near  East 

4.1 

$1,497.66 

Business 

8. 

The  Middle  East 

7.0 

$1,574.07 

ecision-Maker  Population:  15,511 

)urce:  McCann-Erickson  Middle  East  Media  Study,  1977. 


The  table  summarizes  the  coverage  of  these  decision- 
makers by  the  major  magazines  read  in  the  Middle 
East.  Efficiencies  are  based  upon  each  magazine's 
1978  black  &  white  page  rate  for  the  edition  covering 
the  Middle  East.  You  can  cost -efficiently  reach  the 
top  decision-makers  in  the  Middle  East  the  way  it 
has  been  done  for  32  years.  Through  Newsweek 
International. 

When  you  need  to  reach  them  in  all  the  important 
markets  in  the  Middle  East,  let  a  Newsweek 
International  representative  help  you  with  your 
communication  plans.  It's  a  market  with  enormous 
spending  power.  And  we  know  it.  We  speak  their 
language. 

For  more  on  the  McCann-Erickson  Middle  East 
Media  Study,  or  other  Newsweek  International 
marketing  studies,  write  or  call  Frank  Tortorello, 
U.  S.  Advertising  Director,  Newsweek  International, 
444  Madison  Avenue,  New  York,  New  York  10022. 
Phone  (212)  350-2556. 


Newsweek  International 


REPORTING  THE  WORLD  TO  EUROPE,  THE  MIDDLE  EAST,  AFRICA,  ASIA  AND  THE  SOUTH  PACIFIC 
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Six  Overlooked 
Little  Growth  Stocks 

By  David  S  Leibowitz 

". . .  You  should  analyze  these  [small]  companies 
as  you  would  any  other  potential  investment . . ." 


favorite  pastime  of  many  investors 
is  to  bemoan  the  one  that  got  away.  This 
usually  refers  to  the  time  they  could 
have  bought  an  International  Business 
Machines,  Xerox,  Polaroid  or  Teledyne 
in  its  embryonic  stage  but  didn't. 

Yet,  despite  this  past  experience,  the 
search  for  the  next  supergrowth  stock 
continues.  No  shortage  of  small-size 
overlooked  companies  exists.  This  is  not 
meant  to  imply  that  all  low-priced  stocks 
or  small  companies  are  developing 
growth  stocks.  Rather,  the  point  is  these 
stocks  should  not  be  overlooked  solely 
because  they  lack  sponsorship.  You 
should  analyze  these  companies  as  you 
would  any  other  potential  investment. 
The  company  should  have  a  strong  bal- 
ance sheet,  an  above-average  growth 
rate,  earn  a  high  return  on  shareholders' 
equity,  have  high  aftertax  margins  and 
possess  gifted  management.  Finally,  do 
not  chase  the  stock  if  it  is  trading  at  a 
high  price /earnings  ratio. 

Having  noted  these  words  of  caution, 
let  s  start  the  hunt. 

Justin  Industries  (19)  was  founded  in 
1897  and  has  increased  earnings  every 
year  but  one  since  1969.  The  company  is 
the  largest  brick  manufacturer  in  the 
nation,  and  the  largest  concrete-prod- 
ucts maker  in  the  Southwest  and  Mid- 
south.  Under  the  Justin  label,  it  is  one  of 
the  two  leading  manufacturers  of  premi- 
um-quality Western-style  boots,  its 
original  business.  Its  Ceramic  Cooling 
Tower  division  is  the  only  manufacturer 
of  a  permanent-fill  cooling  tower.  Book 
value  exceeds  $16.75  a  share,  excluding 
an  estimated  $9  million  of  real  estate  not 
shown  on  the  books  but  held  for  future 
sale.  The  continued  strong  construction 
market  in  the  Sunbelt  leads  me  to  be- 
lieve the  company  could  earn  $3  a  share 
this  year  vs.  $1.84  last  year,  and  further 
gains  may  be  attained  in  1979.  Beyond 
this,  the  company  has  an  18%  net  in- 


David  S.  Leibowitz  is  senior  analyst,  invest- 
ment research  department,  at  Thomson 
McKinnon  Securities. 


come  interest  in  an  18,000-acre  gas  field. 

Hunt  Manufacturing  (19)  has  in- 
creased earnings  and  dividends  for  ten 
consecutive  years,  while  sales  and  return 
on  shareholders'  equity  increased  in  all 
but  one  of  those  years.  The  company  has 
a  dominant  market  position  in  approxi- 
mately three-fourths  of  its  product  lines, 
which  include  Boston  pencil  sharpeners, 
Speedball  linoleum  and  wood-block 
printing  equipment,  screen-painting  kits 
and  lettering  pens,  Osmiroid  artist  pens 
and  Bienfang  Paper,  the  nation's  largest 
converter  of  quality  artists  and  engineer- 
ing paper.  The  Lit-Ning  line  of  desk-top 
racks  and  organizers  has  the  lion's  share 
of  the  West  Coast  market  and  is  now 
receiving  national  sales  exposure.  Full 
year  (November)  earnings  in  excess  of 
$2.30  a  share  are  projected,  compared 
with  last  year's  $2.01. 

It  is  estimated  that  theft  of  merchan- 
dise from  retail  stores  is  currently  run- 
ning at  $7.5  billion  annually,  or  3%  of 
total  sales.  Sensormatic  Electronics  (15) 
is  the  leading  manufacturer  and  market- 
er of  electronic  theft-prevention  surveil- 
lance systems,  with  an  estimated  70% 
market  share  of  this  infant  industry.  It  is 
thought  that  less  than  3%  of  the  domestic 
market  has  been  tapped  with  the  com- 
pany's white  plastic  tags,  while  the  po- 
tentially larger  overseas  market  has  even 
less  penetration.  Fiscal  1979  earnings 
could  exceed  $1.40  a  share,  up  from  an 
estimated  $1.05  for  the  year  just  ended, 
compared  with  60  cents  the  year  before. 
With  the  elimination  of  its  accumulated 
deficit,  a  dividend  is  possible  later  this 
year,  and  current  indications  are  that  the 
company  is  continuing  to  gain  share  of 
market.  Sensormatic  hopes  to  enter  the 
hard-goods  area  to  complement  its  soft- 
goods  system  in  the  next  18  months. 

With  the  vacation  season  upon  us 
again,  one  is  struck  by  the  ever-increas- 
ing number  of  recreational  vehicles  on 
the  highway.  Chances  are  that  many  of 
these  RVs  will  spend  at  least  one  night  at 
a  Kampgrounds  of  America  (12),  a  chain 
of  almost  900  franchised  campgrounds 


located  throughout  the  U.S.  and  Can 
ada.  The  company  boasts  a  strong  bal 
ance  sheet,  and  book  value  is  approxi 
mately  $11.50  a  share.  Advance  bookings 
for  the  peak  summertime  months  are 
running  better  than  15%  ahead  of  last 
year's  trend-setting  pace,  and  earnings 
this  year  are  estimated  at  a  record  $1.90 
per  share,  up  from  last  year's  $1.59 
Early  this  year,  Kampgrounds  acquired 
Sir  Speedy,  a  national  franchiser  of  252 
instant  printing  centers.  Sir  Speedy  had 
been  in  bankruptcy,  but  already  gives 
indications  of  being  able  to  contribute  10 
cents  to  20  cents  tax-sheltered  earnings  a 
share  to  1978  results. 

Analog  Devices  (19)  is  a  high-technolo 
gy  company  with  an  enviable  track  rec 
ord  and,  potentially,  an  even  brightei 
future.  Founded  in  1965,  the  company 
has  shown  a  compounded  growth  rate  ir 
excess  of  25%  since  inception,  and  earn 
ings  have  advanced  in  nine  of  the  last  11 
years.  Analog  produces  over  300  propri 
etary  modular  and  semiconductor  prod 
ucts  for  the  precision-instrumentatior 
market.  A  subsidiary,  Micro  Sensors,  ha* 
developed  instrumentation  for  monitor 
ing  the  quality  and  improving  the  yielc 
of  synthetic  fibers.  Analog  is  capable  & 
earning  $1.70  a  share  in  fiscal  (October 
1978,  up  from  $1.28  a  year  ago,  ano 
Micro  Sensors  adds  a  potential  kicker. 

Brass-Craft  Manufacturing  (15)  is  th« 
leading  manufacturer  of  flexible  plumb 
ing  supplies,  a  concept  it  created  3 
years  ago.  Its  product  line  consists  o 
flexible,  chrome-plated  copper  tubinj 
for  water  supply  connections,  brass  anc 
copper  shut-off  valves,  fittings  and  com 
nectors  and  stainless  steel  sinks.  Nev 
records  could  be  set  this  year  with  earn 
ings  estimated  at  $2.05  a  share,  up  fron 
$1.78.  The  company  is  asset-laden,  witl 
a  5.5-to-l  current  ratio,  $31.7  million  o 
shareholders'  equity  and  only  $1  millioi 
of  long-term  debt.  The  shares,  whicl 
have  received  an  increased  dividend  fa 
five  consecutive  years,  merit  attentioi 
from  investors  seeking  to  participate  ii 
housing- related  issues.  ■ 
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OUghtS  .  .  .  Business  of  Life 


Giving  advice  isn't  as  risky  as 
people  say.  Few  ever  take  it  anyway. 
William  Feather 


The  true  genius  is  a  mind  of  large 
general  powers,  accidentally  determined 
to  some  particular  direction. 
Samuel  Johnson 


The  gods  themselves  struggle 
in  vain  against  stupidity. 
Johann  Schiller 


It  is  poverty  in  a  rich  man  to  despise 
the  poor  and  ignorance  in  a  wise  man 
to  despise  the  ignorant. 
Constance  C.  Vigil 


It  is  not  the  critic  who 
counts,  nor  the  man  who  points  ■ 
out  how  the  strong  man  stumbles 
or  where  the  doers  of  deeds 
could  have  done  better. 
Theodore  Roosevelt 


You  have  not  converted  a  man 
because  you  have  silenced  him. 
John  Morley 


Listening  to  advice  often  accomplishes 
far  more  than  heeding  it. 

Too  many  people  overvalue  what  they're 
not  and  undervalue  what  they  are.* 
Malcolm  Forbes 


What  you  do  not  use  yourself, 
do  not  give  to  others. 
For  example:  advice. 
Sri  Chinmoy 


Show  yourself  more  human  than  critica 
and  your  pleasure  will  increase. 
Domenico  Scarlatti 


Nothing  gives  one  person  so  much 
advantage  over  another  as  to  remain  coc 
and  unruffled  under  all  circumstances. 
Thomas  Jefferson 


Never  close  your  lips  to  those  to 
whom  you  have  opened  your  heart. 
Charles  Dickens 


Man  cannot  degrade  woman  without 
himself  falling  into  degradation;  he 
cannot  elevate  her  without  at  the 
same  time  elevating  himself. 
Alexander  Walker 


Example  is  the  school  of  mankind, 
and  they  will  learn  at  no  other. 
Edmund  Burke 


It  is  better  to  live  on 
the  short  of  a  large  circle, 
than  to  describe  the  whole 
circumference  of  a  small  circle. 
Charles  Henry  Parkhurst 


You  can  often  profit  from 
being  at  a  loss  for  words. 
Frank  Tycer 


People  have  to  talk  about  something 
just  to  keep  their  voice  boxes  in 
working  order,  so  they'll  have  good 
voice  boxes  in  case  there's  ever 
anything  really  meaningful  to  say. 
Kurt  Vonnegut  Jr. 


The  search  for  truth  is  in  one  way 
hard  and  in  another  way  easy,  for  it  is 
evident  that  no  one  can  master  it 
fully  or  miss  it  wholly  But  each  adds 
a  little  to  our  knowledge  of  nature, 
and  from  all  the  facts  assembled 
there  arises  a  certain  grandeur. 
Aristotle 


Genius  does  not  need  a  special  language; 
it  uses  newly  whatever  tongue  it  finds. 
Edmund  Stedman 


Those  who  cannot  feel 
the  littleness  of  great  things 
in  themselves  are  apt  to 
overlook  the  greatness  of 
little  things  in  others. 
Kakuzo  Okakura 


When  you  teach  kindness  to 
animals,  you  teach  reverence  for 
life  in  general.  The  youngster  who 
is  taught  concern  for  animals  will 
grow  up  being  kind  to  his  fellow  man. 
It  follows,  too,  that  he  will  not 
become  callous  to  widespread 
suffering  in  any  form. 
Bernard  Beck 


Tact  is  the  great  ability  to  see  other 
people  as  they  think  you  see  them. 
Carl  Zuckmayer 


*From  The  Sayings  of  Chairman 
Malcolm,  a  collection  of  over  500 
thoughts  embodying  the  wit  and 
wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N.Y.  10011. 
Add  appropriate  sales  tax  on  New 
York  State  orders. 


A  Text . . . 


Sent  in  by  Raymond  A.  Johnson.  Harrington 
Park,  N.J.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


The  way  of  a  fool  is  right  in  his  ow 
eyes:  but  he  that  hearkeneth  unto  com 
sel  is  wise. 
Proverbs  12:15 
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Uncommon.  Uncompromising. 


The  \  er\  look  of  the  XJ6  sedan  is  a  statement 
of  individuality,  a  bold  affirmation  of  the  fact 
that  a  machine  can  be  made  of  steel  and  vet 
achieve  an  uncommonl)  sleek  and  sculp- 
tural beauty 

The  Jaguar  sedan  in  motion  expresses  an- 
other kind  of  individuality.  It  moves  on 
fullv-independent  suspension,  with  the 
quickness  and  precision  of  power-assisted 
rack  and  pinion  steering,  with  the  positive 
authority  of  power  disc  brakes  on  all  four 
wheels.  It  is  moved  by  an  altogether  uncom- 
mon and  justlv  famous  engine:  the  Jaguar 
double  overhead-cam  Six.  And.  for  1978.  the 
engines  performance  has  been  enhanced  b\ 


the  extra  responsiveness  of  electronic  fuel 
injection. 

Inside  this  quick  and  dramatically  agile 
car.  there  is  a  world  of  uncompromising  lux- 
ury. Rare  walnut  veneers  sheath  the  dash- 
hoard.  Rich  Connollv  hides  cover  the  scats 
There  is  deep  carpeting,  thermostatically- 
controlled  heat  and  air  conditioning  and 
such  an  abundance  of  thoughtful  luxuries 
that  the  Jaguar  offers  no  factory  options 
whatever. 

Even  the  Jaguar  warranty  is  outstanding: 
for  12  months,  regardless  of  mileage,  your 
Jaguar  dealer  w  ill  replace  or  repair  an)  part 
t  the  car  that  is  defective  or  that  simply 


wears  out.  provided  only  that  the  ca 
properlx  maintained.  The  only  except! 
are  the  tires,  w  hich  are  warranted  by  the) 
manufacturer,  and  the  spark  plugs  , 
filters,  which  are  routine  replacement  it« 
Even  then,  if  the  plugs  or  filters  are  defect 
Jaguar  will  replace  them. 

Drive  the  uncommon  and  uncomproi 
ing  Jaguar  XJ6  soon.  For  the  name  of  ) 
nearest  dealer,  call  these  numbers  toll- 
(800)  447-4700.or.  in  Illinois. 
(800)  322-4400. 


BRIl  ISM  I  !  ^  I  \M)  MOIORS  INC 
I  I  ONI  V.NI  W  J[  RSI  07605. 


One  295-B  shovel  can  bad  en4 
coal  to  generate  electricity  ill 
the  entire  city  of  Milwaukee. 


Rated  annual  loading  capability 
of  this  shovel  exceeds  coal  needed 
to  generate  all  the  electric  power 
used  annually  by  Milwaukee 


'Tig 


Building  cost-saving  shovels 
is  only  part  of 
the  Bucyrus-Erie  leadership  story 

The  40  yd.  dipper  shown  is  the  largest  ever  built  for  a  coal  loading  shovel. 
Big  capacity,  faster  loading  cycles,  and  power-saving  electric  drive  all 
contribute  to  lower  cost  coal  loading. 

Coal  loaders  like  this  can  help  meet  mushrooming  demands  for  energy 
around  the  world.  Coal,  our  most  important  and  largest  energy  resource, 
can  increasingly  replace  costly  natural  gas  or  oil  in  generating  electricity. 
And  46.3%  of  the  electricity  in  the  United  States  already  comes  from 
coal-fired  generators. 

As  the  world's  largest  manufacturer  of  surface  mining  equipment,  we're 
continually  working  to  increase  productivity.  To  help  meet  world  needs, 
we've  increased  production  capacity  for  mining  shovels,  blast  hole  drills, 
walking  draglines  and  construction  machinery.  Our  commitment  to  pro- 
ductivity says  a  lot  about  Bucyrus -trie's  leadership.  For  information  write, 
on  your  letterhead,  to  Bucyrus-Erie  Company,  Dept.  GF,  South  Milwaukee. 
Wisconsin  53172. 

BUCYRUS-ERIE 


BUCYRUS-ERIE 
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Beginning  Of  The  End? 

urb  transformed  society — and  cre- 
economic  discrimination  called  zon- 
w  the  barriers  are  slowly  falling. 

Teovers:  The  Backlash  Mounts 

pey  serve  a  useful  economic  purpose,  but 
present  epidemic  is  producing  a  reaction 
that  could  injure  all  business. 

33   The  Economic  Summit 

It  certainly  wasn't  a  tough  confrontation,  and 
it  didn't  change  much  of  anything.  But  at 
least  it  didn't  do  any  harm. 

33  World  Trade:  Thinking  The  Unthinkable 

When  a  giant  of  free  trade  like  Edward  Bern- 
stein, architect  of  Bretton  Woods,  starts  talk- 
ing about  tariffs,  it  pays  to  listen. 

34  The  Decline  Of  Monetarism 

Fighting  inflation  by  holding  down  the  money 
supply  is  a  policy  becoming  less  feasible  all 
the  time. 

36   Beer:  Anheuser-Busch  Plays  Catch-Up 

The  number-one  U.S.  brewer  was  aware  of 
every  move  by  rival  Miller.  But  by  the  time  it 
took  action,  Miller  was  calling  the  shots. 

38   Savings  And  Loans:  Who  Buys  Them? 

For  the  superrich,  or  for  corporations  with 
plenty  of  cash  to  spare,  they  make  beautiful 
little  tax  shelters. 

40   How  Not  To  Use  A  Safe-Deposit  Box 

In  which  Mademoiselle  Fifi,  a  late  tycoon's 
great  and  good  friend,  shows  how  to  get  from 
Lyons  to  Geneva  first  with  the  most. 

42   Companies:  Saying  "Boeing"  In  Italian 

Times  change,  even  for  the  GM  of  the  aircraft 
industry.  It  now  welcomes  the  Japanese  and 
Italian  partners  it  once  snubbed. 

47   Ph.D.s:  Can't  Anybody  Turn  It  Off? 

Thousands  of  Americans  who  scrimped  and 
toiled  to  get  their  doctorates  can't  get  jobs. 
And  still  the  colleges  spew  them  out. 

54   Companies:  Dennison  Bounces  Back 

Nelson  Gifford's  company  got  its  nose  blood- 
ied in  copiers.  Gifford's  back  in  the  game 
now,  but  this  time  he's  smarter. 

62   Companies:  Goodyear  Says  Good-Bye 

Good-bye  to  Akron,  that  is,  where  nobody 
can  match  it.  And  hello  to  its  real  competi- 
tors, France's  and  Japan's  tiremakers. 
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64  Companies:  No  Joy  At  Shenandoah 

Going  public  spreads  your  risk  but  limits  your 
freedom.  B.J.  Kellenberger  did  it  for  the 
former  and  regrets  it  for  the  latter. 

65  Taiwan:  A  Nation  Of  Ostriches 

Bustling  and  prosperous  though  they  are,  the 
Taiwanese  worry  about  the  future.  Bui 
they're  not  willing  to  prepare  for  it. 

67   Companies:  Argus  Awakened 

Canada's  Anglo-Protestant  establishment  is 
reviving  a  $3.7-billion  sleeping  beauty  of  a 
company  that  will  not  sleep  much  longer. 

74   Statistical  Spotlight:  Plowing  Back 

In  an  end  run  around  the  brokers,  many 
corporations  are  floating  new  issues  by  offer 
ing  dividends  in  brand-new  common. 
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Writing  From  The  Heart 

Kathleen  wiecner  writes  .from 
deep  personal  knowledge — and  no 
less  deep  personal  feeling — about  the 
glut  of  Ph.D.s  in  the  job  market  (p. 
47).  A  native  of  Marshfield,  Wis.,  the 
Forbes  writer  spent  six  years  in 
graduate  school  at  the  University  of 
Wisconsin-Madison  earning  a  Ph.D. 
in  English  literature  in  1966.  Her 
doctoral  dissertation  was  on  mythic 
and  ritual  elements  in  the  poetry  of 
William  Butler  Yeats. 

In  1966  she  was  appointed  an  assis- 
tant professor  at  the  University  of 
Wisconsin-Milwaukee  and  taught 
there — with  a  year  out  for  teaching  in 
Mexico — for  six  years.  While  at  the 
University  she  had  two  books  of  her 
own  poetry  published.  But  in  1973 
she  was  let  go.  "Nobody  said  people 
were  being  let  go  because  there  was 
no  money  and  fewer  students,"  she 
says.  But  it  was  clear  that  budget- 
cutting  was  behind  her  dismissal. 

A  resilient  woman,  Wiegner 
moved  to  Los  Angeles,  where  she 
capitalized  on  her  undergraduate 
newspaper  experience  to  get  a  job  as 
a  researcher  in  Forbes'  Los  Angeles 
office.  Although  she  now  writes  on 


Dr.  Kathleen  Wiegner 

business  subjects  rather  than  on  lit- 
erature, she  still  finds  time  to  write 
poetry.  As  for  the  degree  that  let  her 
down,  Wiegner  says:  "I  now  see  it  for 
what  it  really  is — a  particular  kind  of 
preparation  which  can  be  reoriented 
to  other  areas  that  require  research, 
writing  and  communications  skills." 


The  Trustbusters'  Dilemma 


Shortly  after  the  recent  LTV- 
Lykes  merger,  Forbes'  Midwestern 
Bureau  Manager  Bob  Tamarkin  ob- 
tained an  unpublished  copy  of  a  Jus- 
tice Department  memo  on  the  origi- 
nal Lykes-Youngstown  Sheet  &  Tube 
merger  in  1969.  The  trustbusters 
were  in  a  quandary:  The  merger  was 
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not  legally  anticompetitive  since  steel 
and  shipping  were  unrelated;  but  the 
bureaucrats  suspected  that  Lykes 
wanted  Youngstown,  a  healthy  com- 
pany at  the  time,  for  its  cash  flow. 
The  merger,  the  antitrust  attorneys 
were  convinced,  eventually  would 
sap  the  Youngstown  community  of  its 
viability.  Although  somewhat  pro- 
phetic, the  Justice  Department  had 
no  legal  ground  to  stand  on. 

The  trustbusters'  dilemma,  Tamar- 
kin says,  was  whether  to  open  "a  new- 
can  of  worms:  the  moral  commitment 
of  corporations  to  shareholders,  em- 
ployees and  communities." 

The  can  of  worms  is  still  there, 
Tamarkin  found  as  he  interviewed 
federal  officials,  corporate  executives, 
bankers  and  lawyers  across  the  coun- 
try for  "The  Mounting  Backlash 
Against  Corporate  Takeovers,"  begin- 
ning on  page  31.  Two  straws  in  the 
wind:  A  growing  number  of  people 
are  talking  out  against  the  unwanted 
takeover;  but  far  fewer  companies  are 
willing  to  speak  on  the  record  these 
days — for  fear  the  attention  will  make 
them  targets.  ■ 
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|iul  Colony,  vice  president,  tells  how  A&A  works  from  a  client's  point  of  view. 

\Ne  show  clients  how  to  maximize  their  product  liability  risk  dollar.9 


"The  cost  of  product  liability 
surance  continues  to  climb  be- 
use  claims  costs  continue  to 
urease.  The  problem  is  finding 
p  broadest  coverage  available  for 
2h  dollar  of  premium.  The  first 
tng  we'll  do  is  analyze  the  ex- 
sure  and  past  losses.  Our  anal- 
s  might  suggest  a  self-insured 
j  ention  or  a  deductible.  Or  it 
bid  mean  looking  into  the  feasi- 
ity  of  a  captive  insurance  com- 
ny.  We're  flexible  in  seeking  the 
jht  solution  for  each  company's 


individual  needs.  From  the  client's 
point  of  view,  it's  the  bottom  line 
that  we  have  to  worry  about." 

Working  from  a  client's  point 
of  view  is  our  way.  In  Los  Angeles, 
where  Paul  Colony  is  based.  And  in 
over  110  cities  here  and  overseas. 
That  means  working  as  allies,  solv- 
ing business  problems  together. 
One  of  the  biggest  is  the  product 
liability  area,  and  we  have  the 
talent  and  technology  to  develop 
programs  for  the  greatest  bottom 
line  benefits. 


We  think  our  dedication  to 
acting  as  an  ally  of  the  clients  we 
represent  is  a  big  reason  why  A&A 
has  become  a  worldwide  leader  in 
the  insurance  brokerage  and  finan- 
cial services  business.  We  have  the 
facilities,  expertise  and  strength  to 
act  as  effective  allies.  We  work  from 
the  client's  point  of  view,  whether 

&°rratlon  Alexander 
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Edited  by  JOHN  A.  CONWAY 


Place  Your  Bets 


Wall  Street  will  get  fresh  fuel  for  its 
gambling  fever  with  the  sudden  death  <>l 
William  Harrah,  whose  eompany,  Har- 
rah's,  a  casino  operator  in  Reno  and  Lake 
Tahoe,  Nev.,  is  the  only  New  York  Stoek 
Exchange  firm  getting  its  income  solely 
from  the  gaming  tables.  Harrah,  who 
died  at  66  following  surgery,  owned  84% 
of  the  eompany,  which  has  long  been 
regarded  as  a  well-run  operation.  (Its 
operating  margins  ordinarily  run  well 
above  20%,  and  its  net  margins  at  around 
9%.)  That  stake  is  worth  almost  $150 
million  at  recent  market  price  and  the 
gambling  world  is  already  laying  bets  on 
a  stock  sale  or  merger  to  diversify  the 
estate's  holdings  and  to  pay  its  taxes. 
One  natural  merger  partner  is  Hilton 
Hotels,  loaded  with  cash  and  the  only 
major  Nevada  casino  operator  without  a 
club  in  Reno  or  Lake  Tahoe.  However, 
Harrah's  management — which  in  defer- 
ence to  the  late  boss  wishes  kept  the 
casinos  running  full  blast  during  his  fu- 
neral— -is  not  expected  to  give  up  control 
without  a  fight. 

Thinking  Big  In  Tokyo 

Japan's  busy  automobile  manufacturers, 
whose  low-priced  cars  have  hit  the  U.S. 
market  like  a  banzai  charge,  are  chang- 
ing their  strategy  for  the  American  buy- 
er. With  the  dollar's  steady  fall  against 
the  yen,  the  Japanese  have  been  forced 
to  keep  raising  their  U.S.  sticker  prices 
(more  than  5%  in  April  with  another  hike 
in  mid-July).  So  they  are  shifting  away 
from  price  and  putting  the  emphasis  on 
luxury.  Toyota,  for  example,  is  plugging 
its  $7,6.54  Cressida,  an  air-conditioned, 
six-cylinder  model  with  three-speaker 
radio,  power  steering  and  luxurious  inte- 
rior— all  as  standard  features.  The  ear  is 
advertised  frankly  as  "the  expensive 
Toyota,"  and  the  company  says,  "We  are 
encouraging  that  kind  of  traffic  to  come 
in."  Datsun  has  already  brought  out  a 
luxury,  four-door  "810"  series  and  con- 
siders it  in  the  same  sales  league  as  big- 
ticket  imports  like  Volvo,  BMW  and 
Mercedes-Benz.  Mazda  plugs  its  RX-7 
rotary,  introduced  in  April,  by  asking  for 
comparison  with  cars  like  the  Porsche 
924.  Even  Honda  has  added  a  deluxe 
Accord,  carrying  as  standard  frills  air 
conditioning,  power  steering,  cassette 
player  and  digital  clock.  A  four-door  Ac- 
cord  and  one  with  a  bigger  engine  may 
be  sold  by  the  end  of  this  year.  Moving 
up  on  the  price  scale  has  another  plus 
going  for  it:  It  helps  Japanese  auto- 
makers rev  up  revenues  and  profits  with- 


out having  to  increase  the  number  of  cars 
shipped  to  the  U.S.,  something  the  Car- 
ter Administration  has  been  pressing  To- 
kyo  to  do  in  order  to  reduce  the  huge 
trade  surplus  with  Japan. 

A  First  Amendment  First? 


Lawyers  for  Dow  Jones  &  Co.,  Inc.  want 
to  do  something  about  groundless  but 
always  costly  lawsuits.  In  March  1977  a 
New  York  dentist  sued  DJ,  the  editors  of 
one  of  its  publications,  Barron  s,  and 
various  other  parties  (including  the 
brother  of  one  of  the  editors),  charging, 
among  other  things,  that  the  financial 
weeky  had  used  its  columns  to  influence 
the  price  of  a  listed  stock  the  plaintiff 
owned.  After  the  usual  motions,  coun- 
termotions,  delays  and  other  legal  ma- 
neuvers, the  plaintiff  eventually  dropped 
all  charges  earlier  this  year.  Usually,  this 
would  end  the  battle,  but  Dow  Jones 
wasn't  finished.  Its  legal  battery,  led  by 
Rudolph  Giuliani  of  Patterson,  Belknap, 
Webb  and  Tyler,  crafted  a  51 -page 
"memorandum  of  law"  to  back  up  a  re- 
quest that  the  court  grant  the  defendants 
"costs  and  expenses  including  reasonable 
attorneys'  fees."  The  lawsuit,  the  memo- 
randum stated,  was  "irresponsible"  and 
"an  attempt  to  silence  the  press"  and  "to 
circumvent  the  First  Amendment." 
Seeking  financial  redress  in  a  case  of  this 
sort  is  probably  a  legal  first.  A  second 
new  touch  in  this  case  is  that  the  brief 
also  calls  on  the  court  to  include  the 
plaintiff's  attorneys  in  assessing  the  fees 
sought.  "The  plaintiff  and  his  attorneys," 
the  memorandum  explains,  "brought 
this  suit  on  the  basis  of  nothing  but 
rumor,  innuendo  and  surmise.  How 
much  money  is  there  involved?  The 
memorandum  describes  the  defendants' 
expenses  as  "enormous." 

The  Water-Cooler  Watch 

Researchers  at  the  University  of  Michi- 
gan have  produced  more  ammunition  for 
the  war  between  the  sexes.  After  survey- 
ing several  hundred  men  and  women 
employees,  they  concluded  that  male 
workers  waste  more  time  than  their  fe- 
male counterparts.  The  average  male 
was  found  to  put  in  52  minutes,  11%  of 
his  work  day,  on  coffee  breaks,  day- 
dreaming, personal  business  and  gossip- 
ing. The  average  woman  spent  only  35 
minutes,  or  8%  of  her  time,  on  such 
trivia.  The  reason,  speculates  Professor 
Greg  Duncan,  who  ran  the  study,  may 
be  that  women  are  often  more  closely 
supervised  than  men  and,  in  addition, 
"may  be  more  motivated." 


The  entrance  to  London's  insurance  world 


Will  new  competition  cause  trouble? 


Lloyd's  At  Bay — Again 

Lloyd's  of  London,  that  venerable  Brit- 
ish synonym  for  insurance,  is  under  at- 
tack again — and  this  time,  it  could  be 
serious.  In  recent  weeks,  four  major 
British  companies  have  fired  broadsides 
at  Lloyd's  and,  more  importantly,  have 
switched  to  the  U.S.  to  buy  insurance. 
The  partings  were  anything  but  friendly. 
Guest  Keen  and  Nettlefolds  (steel,  hard- 
ware, auto  supplies,  etc.)  called  Lloyd's, 
"the  geriatric  ward  of  world  insurance.' 
Glaxo  Holdings  (pharmaceuticals,  hospi- 
tal supplies)  said  London  offered  insur- 
ance as  if  "it  were  a  1910  operation  rath- 
er than  the  1980s."  British  Leyland, 
whose  premiums  run  to  $18  million  ai 
year,  turned  to  New  York,  its  insurance 
manager  said,  because  London  "in  ef- 
fect, gave  us  no  alternative."  The  Lon-i 
don  insurance  companies  confidently 
predict  this  lost  business  will  return,  but! 
the '  top  insurance  executive  at  Rank 
Xerox  (which  now  buys  only  25%  of  itsi 
coverage  in  Britain)  called  that  "the  pre- 
dictable attitude  of  those  who  have  lost 
out."  Lloyd's  has  gone  through  sieges! 
like  this  before  and  recovered  nicely, 
Vice  President  Brian  Jarman  of  Ameri- 
can International  Underwriters  (which 
got  part  of  the  British  Leyland  business) 
noted  as  a  warning  to  premature  doom- 
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If  you  want  to  do  more  business 
with  your  existing  customers, 

call  the  Bell  System. 


Ve'll  show  you  how 
'hone-Power  can  be 
[leveloped  to  help  your 
business  grow, 
ball  us  today. 

hone-Power  has  been  designed  by  the 
ell  System  to  give  your  firm  phone 
,now-now— through  techniques  that 
jrofessionally  plan  and  skillfully  or- 
ganize the  use  of  your  telephone. 
I /hen  Phone-Power  is  used  effectively 
i  conjunction  with  your  outside  sales 
i»rce— you  can  sell  your  existing  ac- 
! mnts  at  a  fraction  of  your  present 
jiles  costs— in  only  a  fraction  of  the 
jme. 

I  se  the  phone  to  call  on 
jur  existing  customers. 

!  aur  regular  customers  are  your  bread- 
ilid-butter  accounts  —  the  base  upon 
ihich  you  build  new  business,  intro- 
jice  new  product  lines,  increase  your 
iish  flow,  and  maintain  inventory  turn- 
er. Now  there's  a  way  to  help  make 
ese  accounts  even  more  profitable. 
[  bnding  salespeople  out  each  month  to 
|  j;t  small  orders  from  small  accounts  is 
vaste  of  a  salesperson's  time  and  your 
ney. 

one-Power  can  help  increase  the 


productivity  of  your  outside  sales  force. 
By  phoning  your  existing  accounts 
periodically  and  systematically,  your 
salespeople  can  stay  in  contact  more 
frequently  and  at  a  lower  cost. 

Customer  Cycling— 
a  program  for  reaching 
customers  at  the 
right  time. 

Customer  Cycling  is  one  of  the  funda- 
mental concepts  used  to  sell  existing 
customers  by  Phone-Power.  Properly 
carried  out,  a  customer  Cycling  Pro- 
gram can  provide  an  inside  sales  staff 
with  a  systematic  schedule  for  reach- 
ing regular  customers  when  they  are 
ready  to  do  business. 
This,  in  turn,  can  free  an  outside  sales 
force  to  call  on  major  accounts  to 
develop  new  business. 

Find  out  how  Phone-Power 
can  give  your  firm  extra 
sales-power. 

All  you  have  to  do  is  ask,  and  a  Bell 
Account  Executive  will  tell  you  how 
Phone-Power  can  be  used  to  make  your 
existing  accounts  more  profitable,  to 
reduce  your  sales  costs,  and  give  your 
sales  staff  more  time  to  open  new 
accounts. 

There's  no  obligation  of  course.  Just 


call  us  toll-free— right  now— while  you 
have  a  few  moments  to  spare. 

800-821-2121 

(except  in  Alaska  or  Hawaii) 
In  Missouri  call  800-892-2121 

Or,  if  you  prefer,  complete  and  mail 
the  card  or  coupon  below. 


The  system 
is  the  solution. 


053-005 


^Bell  System  Sales  Center 
811  Main  Street 
Kansas  City,  Missouri  64141 

Yes!  I'm  interested. 

Tell  me-without  any  obligation  on  my  part-how 
Phone-Power  can  be  used  to  help  my  firm  Sell  to 
Existing  Customers. 

I  would  also  like  to  hear  how  Phone-Power  can  be 
used . . . 

□  to  Open  New  Accounts 

□  to  Collect  Overdue  Accounts 

□  to  Handle  Inquiries 

Name  


Title. 


Company 
Address  _ 


L 


City  

rea  Code. 


.  State  

_Business  Phone . 


-Zip- 


Bell  System 


Nobody  can  shrink  your  catalog 
mailing  costs  the  way  3M  can. 


Right  now,  you'd  spend  $2 .18  on  paper  printing  and  production .  You 
postage  to  mail  a  typical  100-page  could  save  80C  on  every  dollar.  And 

catalog,  price  list ,  update  you  can  tilm ,  title  and  process 

sheet ,  or  technical  manual.        liSSpffM*  3  comP^ete  420-page 

You  can  mail  a  420-page        A  Vww?**3&*fM*         catalog  in  less  than 
catalog  with  a  15<T  stamp  *' ^fy+f+jf**      ;,n  h<)U1- 

w  hen  it's  printed  on  ^Efc  m£fy  For  all  the  details 

microfilm  with  a  .'5M  ^^^S^5l^^^^    on  "Fichemaker" 

"Fichemaker"  System.  ^^wfi^   microprinting,  call  your 

What's  more,  micro-printing  and  local  3M  Business 

duplicating  is  far  less  expensive  than       Products  Center.  Or  write 

lYilk  with  the  microfilm  systems  people. 


Microfilm  Products  Division,  3M 
Company,  St.  Paul,  MN  55101. 


THE 

MANAGEMENT 
OF  INFORMATION 


3m 

U  C0IT1PANY 


Trends 


savers.  A  new  kind  of  competition,  how- 
ever, will  begin  with  Governor  Hngh 
Carey's  signature  on  a  bill  creating  a 
Lloyd's-style  insurance  exchange  in  New- 
York.  (Lloyd's  Chairman  Ian  Findlay 
brushes  that  off,  calling  the  New  York 
action  "a  means  of  improving  employ- 
ment.") Actually,  no  one  thinks  Lloyd's 
is  finished,  even  though  it  may  be  slip- 
ping temporarily.  Its  real  strength,  says 
Marsh  &  McLennan,  Inc.  Chairman  L. 
Patton  Kline,  is  its  "innovative  posture." 
And  the  New  York  Exchange  could  well 
end  up  competing  with  itself  because 
Lloyd's  already-strong  American  color- 
ation is  increasing.  Probably  half  its  busi- 
ness comes  from  U.S.  brokers  and  one  of 
the  biggest  of  those,  Frank  B.  Hall  & 
Co.,  may  soon  be  operating  on  Lloyd's 
floor,  under  British  colors.  Spurned  in 
an  earlier  attempt  to  purchase  Lloyd's 
member  firm  Leslie  &  Godwin,  Hall  has 
restructured  the  deal  so  that  an  L&G 
subsidiary,  in  which  Hall  will  have  a  25% 
interest,  will  stay  a  full-fledged  Lloyd's 
member,  with  the  blessing  of  the  centu- 
ries-old exchange. 

Iron  Curtain  Steel 

Poland's  steelmakers,  who  have  been 
steadily  falling  behind  demand  since 
1970,  plan  a  huge  iron  and  steel  works  at 
Katowice  that  will  be  able  to  turn  out  9 
million  metric  tons  a  year — 40%  of  the 
country's  capacity — when  it  opens  in 
1980.  The  $14-bil'lion  plant  will  be  the 
biggest  industrial  project  in  Poland's  his- 
tory and  Russia  will  build  a  new  rail  line 
to  supply  it  with  ore. 

The  Flying  Salesmen 

While  aviation  headlines  have  been  cen- 
tered on  the  coming  sales  of  the  next 
generation  of  big  jets,  the  makers  of 
smaller  private  and  corporate  aircraft 
have  been  enjoying  a  boom  all  their  own. 
During  the  first  six  months  of  this  year,  a 
record  8,790  units  were  shipped,  accord- 
ing to  the  General  Aviation  Manufactur- 
ers Association,  ranging  from  single-en- 
gine planes  to  million-dollar  turboprops. 
In  dollars,  billings  were  up  12.7%  over 
1977  to  more  than  $821  million,  and 
exports  almost  doubled.  (The  U.S.  has 
about  90%  of  the  world  market  for  this 
type  of  aircraft.)  One  of  the  reasons  for 
the  new  prosperity,  the  association  says, 
is  that  more  and  more  salesmen  are 
flying  rather  than  driving  their  routes 
Why?  During  the  last  ten  years  commer- 
cial service  has  decreased,  until  today 
only  as  few  as  400  of  the  13,700  U.S. 
airports  have  regularly  scheduled 
flights.  ■ 


The  day  nearly  half 
an  Iowa  town 
came  looking  for  work. 


Not  too  long  ago,  a  "Fortune  500" 
manufacturing  firm  opened  its  new 
plant  in  an  Iowa  community  of  6.000 
persons.  The  plant  advertised  for 
workers  to  fill  350  positions.  To  the 
amazement  —  and  delight  —  of  plant 
officials,  some  2.400  people  applied 
for  jobs! 

The  moral  of  this  little  tale  is  simply 
this:  if  you're  seeking  an  attractive 
location  for  your  new  plant,  chances 
are,  Iowa  can  fill  every  one  of  your 


requirements,  including  a  ready  sup- 
ply of  workers.  Maybe  even  half  a 
townful. 

For  more  information,  write:  Gary 
Owens.  Industrial  Division.  Iowa 
Development  Commission.  Dept.  FB. 
250  Jewett  Bldg..  Des  Moines.  Iowa 
50309.  Or  call  515-281  -3500. 

llowa 

a  place  to  grow 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21.00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 

Canadian  orders,  add  $4  a  year. 
Pan-American  and  Caribbean  orders, 
add  $  5  a  year;  other  foreign,  add  $  1 2  a 
year. 

Subscription  Service  Manager,. 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


J 


STEIN  OFFER 

Come  taste  Olympia's  World  in  hand-crafted, 
glazed  ceramic  Olympia  steins.  These  fine 
quality  replicas  of  old-time  Bavarian  stein- 
ware,  with  traditional  hinged  metal  lids,  are 
available  now  at  old  time  prices. 

Both  of  these  steins  may  be  ordered  with- 
out lids,  as  well. 

Please  send  check  or  money  order  to 

Oly  Stein  Offer   21oz  Oly  Stein(s)  with  lid  al  $12.95 

FO  Box  2008   21oz.Oly  Stein(s)w/o  lid  at  $8.95 


Olympia,  WA  98507 


Name- 


.16oz  Oly  Stein(s)with  lid  at  $7  95 
 16ozO!y  Stein(s)w/o  lid  at  $5.95 
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City. 


-Statc- 


.Zip_ 


Washington  residents  must  add  5.4%  sales  tax  to  total  pur- 
chase Please  allow  3  to  4  weeks  for  delivery  Offer  good  while 
supply  lasts  or  until  June  30.  1979.  whichever  comes  first. 
Offer  good  only  in  U.S.A.  Offer  void  where  prohibited  or 
restricted  Postage  and  handling  charges  arc  included 
Olympia  Brewing  Company.  Olympia.  Washington  OI.Y® 
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Follow-through 


Senator  George  McGovern  paying  a  call  on  Cuba's  Castro,  el  Hder  maximo 


Visitors  may  be  welcome  but  businessmen  really  want  to  talk  money. 


A  $1.8-Billion  Question 

The  icy  relations  between  the  U.S. 
and  Fidel  Castro's  Cuba  were  thawing 
nicely  last  spring  when  Fohbks  (May  1, 
1977)  looked  into  tin  question  of  possi- 
ble compensation  for  the  estimated  $1.8 
billion  in  American  property  that  Ha- 
vana's Uder  maximo  had  expropriated. 
Was  that  question  slated  to  fade  away  in 
the  era  of  good  feeling  started  by  visiting 
U.S.  athletes  and  congressmen?  Stand- 
ing foursquare  against  that  event  was  the 
Joint  Corporate  Committee  on  Cuban 
(Maims,  set  up  by  50  firms  that  had  lost 
out  to  Castro  and  headed  by  Lone  Star 
Industries'  President  Robert  W.  Hutton. 

With  the  ice  back  in  the  Florida 
Straits,  mainly  because  of  Castro's  forays 
into  Africa's  civil  wars,  the  question  is 
moot.  But  Hutton's  group  has  no  inten- 
tion of  letting  it  die.  He  claims,  for  exam- 
ple, much  of  the  responsibility  for  the 
quick  demise  of  a  move  to  lift  the  trade 
embargo  against  Cuba  that  South  Dako- 
ta's Democratic  Senator  George  McGov- 
ern tried  last  year.  Two  years  ago,  Hut- 
ton  says,  Washington  asked:  "Claims? 
What  claims?"  Now,  he  says,  the  Admin- 
istration ("We've  talked  to  the  White 
House  twice")  has  assured  him  that 
when  and  if  talks  start  with  Cuba,  "the 
claims  will  be  on  the  agenda.  " 

Battle  Uniroyal 

Six  years  ago,  1,300  women  workers  in 
a  Uniroyal  footwear  plant  in  Indiana 
haled  their  employer  into  court  charging 
discrimination.  Three  years  later, 
Forbes  reported  (Nov.  15,  1975)  the 
workers'  lawyers  had  opened  a  second 
offensive,  this  time  in  Washington,  D.C. 
Today,  Uniroyal  and  that  battalion  of 
litigants  are  still  locked  in  their  two-front 
war,  but  the  end  could  be  in  sight. 

The  trouble  started  when  Uniroyal  be- 
gan easing  out  of  shoe  manufacturing  in 
1968  (a  process  consummated  in  June 
when  it  sold  Keds,  Top-Siders  and  other 
footw  ear  operations).  When  the  footwear 
lines  closed  back  in  Mishawaka,  Ind., 
the  women  there  charged,  they  bore  the 
brunt — their  share  of  jobs  dropped  from 
42%  in  1968  to  26%  now.  (Traditionally, 
women  had  always  manned  the  footwear 
lines  and  men  worked  on  other  prod- 
ucts.) Finally,  one  laid-off  woman,  Alta 
Chrapliwy  (pronounced  "shraplooey "), 
turned  to  the  federal  Equal  Employment 
Opportunity  Commission  in  Chicago 
The  EEOC  sent  the  Chrapliwy  group  on 
to  trial  lawyer  Thomas  Ewald. 

Ewald  promptly  filed  a  class-action  suit 
in  U.S.  district  court  in  South  Bend,  Ind. 


The  Court  has  since  ruled  twice  in  favor  of 
Ewald's  clients  but  actual  fixing  of  dam- 
ages is  still  pending. 

To  get  things  moving,  Ewald  launched 
another  legal  assault,  this  one  charging 
the  secretaries  of  Defense,  Labor  and 
Interior  with  violating  their  own  rules  in 
granting  government  contracts  to  Uni- 
royal ($38  million  a  year  by  the  last 
count).  These  suits  were  resolved  when 
the  Labor  Department  agreed  to  take 
action.  This  April,  a  Labor  administra- 
tive judge  recommended  that  Uniroyal 
be  debarred  as  a  government  contractor. 
The  company's  lawyers  promptly  sued 
Labor  Secretary  F.  Ray  Marshall  in  the 
South  Bend  court,  charging  that  the  in- 
vestigation violated  the  Labor  Depart- 
ment's own  rules.  The  district  court 
tossed  out  the  claim  and  the  U.S.  court 
of  appeals  has  just  affirmed  that  judg- 
ment. Myron  Kalish,  Uniroyal' s  attor- 
ney, says  he  and  his  colleagues  are 
"wrestling  right  now"  over  whether  to 
move  on  to  the  next  stop,  presumably 
the  U.S.  Supreme  Court. 

Secretary  Marshall's  batteries  of  law- 
yers are  still  pondering  the  judge  s  debar- 
ment recommendation,  the  final  prelimi- 
nary before  any  decision  over  allowing 
Uniroyal  to  continue  as  a  government 
contractor.  In  South  Bend  more  than  500 
individual  workers  still  must  be  interro- 
gated before  the  court  can  begin  adjudi- 
cating damages,  if  any,  on  a  case-by-case 
basis,  according  to  Ewald. 

Meanwhile,  the  back-pay  claims  by 
Ewald's  clients  keep  adding  to  Uniroyal's 


other  considerable  troubles  (Forbes, 
July  24).  In  1975  the  potential  charges 
had  mounted  to  $18.5  million  and  were 
building  at  about  $2.6  million  a  year. 
Those  were — and  are — "telephone  book 
numbers — way  too  high,"  lawyer  Kalish 
says.  But  there  they  are,  and  climbing 
with  them  are  the  fees  for  the  outside  law 
firms  Uniroyal  has  been  using  to  fight 
their  version  of  the  Seven  Years'  War. 

At  Long  Last,  Love 

At  the  time  the  stock  market  reached  a 
peak  near  the  end  of  1976,  Forbes  (Oct. 
15,  1976)  listed  30  "lovable  but  unloved" 
companies  that,  it  commented,  deserved 
"better  treatment  than  the  market  has 
been  giving  them."  The  firms  were  all 
small  ($110  million  or  less  in  revenues), 
with  low  price/earnings  ratios  but 
healthy  returns  on  equity  and  sound 
growth  rates. 

Two  of  the  original  30  entries  have 
disappeared  in  mergers  (and  three  more 
have  takeovers  pending)  but  prices  of 
only  four  survivors  have  failed  to  rise. 
Sixteen  have  increased  50%  or  more  and 
seven  have  more  than  doubled  in  price. 
Among  the  merger  candidates,  Donn- 
kenny,  a  manufacturer  of  women's 
sportswear,  has  risen  132%,  and  Gabriel 
Industries,  makers  of  toys  and  play- 
ground equipment,  has  climbed  113%. 
With  the  Dow  Jones  industrials  average 
down  17%  since  late  1976,  Forbes'  "un- 
loved list"  has  obviously  received  its  fair 
share  of  investors'  affection.  ■ 
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Now  in 

production, 
>y  popular  demand 


siness  looks  at  Sabre  65.  And  likes  what  it  sees. 

Before  today's  businesses  invest  in  a  corporate 
,  they  want  solia  assurance  those  dollars  will  go  a 
lg  way.  Sabreliner®  65  delivers.  And  now,  thanks  to 
bre  65's  dollars-and-sense  appeal,  this  important 
w  aircraft  is  in  production. 

i  other  medium  jet  now  flying  can  make  this  statement. 

Sabreliner  65  is  the  only  medium  jet  at  its  price 
offer  true  transcontinental  range  against  prevailing 
ids  with  IFR  fuel  reserves  plus  individual  seating  for 
comfortable  passengers, 
ast  to  coast,  non-stop,  non-cramped. 

A  luxurious  boardroom  with  plenty  of  elbow- 
)m  and  headroom.  That's  Sabre  65.  Its  spacious  19- 
long  cabin  boasts  a  volume  of  480  cu.  ft.,  and  will 
Commodate  six  comfortable  passengers  coast  to 
I  ist  on  individual  seats  that  recline,  swivel  and  track. 
I  carry  up  to  ten  on  shorter  trips.  And  it  has  11  inches 
ire  headroom  than  the  Lear  35A. 
|  itten  performance  guarantees. 

Businesses  are  impressed  with  the  way  Sabre  65 
2S  business.  For  example,  we're  able  to  offer  written 
formance  guarantees.  Jud  Brandreth,  Vice  Presi- 
it,  explains  why: 

"Unlike  any  other  aircraft  in  its  class  to  be 


offered  for  delivery  during  the  next  three  years, 
Sabreliner  65  is  the  only  one  flying.  As  the  result  of 
successful  in-flight  tests  to  date,  we're  able  to 
accurately  establish  performance  guarantees:  NBAA 
VFR  range  of  2910  nm,  FAA  required  takeoff  distance,  at 
full  gross  weight,  of  5,300  feet.  And  a  landing 
distance,  at  maximum  landing  weight,  of  2,590  feet." 
Others  are  talking.  We'll  soon  be  delivering. 

The  first  block  is  sold,  and  the  next  available 
Sabreliner  65  can  be  yours  in  the  fall  of  1979.  Call  the 
nearest  Sabreliner  Sales  Office  listed  below.  Or  call  our 
Vice  President  of  Marketing,  Jud  Brandreth,  (314) 
731-2260.  Sabreliner  Division,  Rockwell  International, 
6161  Aviation  Drive,  St.  Louis,  Missouri  63134. 


LOS  ANGELES,  CA 

ORLANDO,  Fl 

ST.  LOUIS.  MO 

PITTSBURGH,  PA 

Keith  Garner 

Roy  Beatty 

Glenn  Crum 

Gil  Von  Vreckin 

(21J)  670-9151 

(1051894-7981 

(314)  731-2260 

(412)  565-2030 

ENCLEWOOD  CLIFFS,  N| 

YPSILANTI.MI 

HOUSTON,  TX 

TULSA,  OK 

Thomas  Reilly 

lack  Galloway 

H.  L.  Humble 

loseph  Collins 

John  Rosen 

(ill). 187-9110 

Ted  Huss 

(918)663-5406 

(201)871-3434 

(713)  961-3393 

Rockwell  International 

where  science  gets  down  to  business 


tmtttr  Ol  GAMA 


A  new  option  in  business  jets. 


"No,  operator . . .  keep  trying . . .  I'll  wait . . .  George?  Finally  got  you. 
I'm  fine,  George . . .  uh-huh . . .  Golf?  Haven't  been  out  this  year ...  no, 
weather's  been  okay  . .  .just  too  busy.  Say,  George,  here's  why  I  called. 
Regarding  our  order  for  200  units  of  model  44B . . .  44B . . .  B,  not  D . 
B  as  in  Baker . . .  44B.  We  simply  must  have  it  on  hand  by  the  25th  of 
this  month.  Okay . . .  well,  find  out.  Check  on  it  and  advise  me  when 
and  how  the  order  was  shipped.  That's  it . . .  how're  things? 
You  don't  say.  Hold  it . . .  I've  already  heard  that  one  . . .  but 
here's  one  I'll  bet  you  haven't  heard  . . ." 


How  to  cut 
the  tab  for  gab. 


Something  happens  when  a  person  picks 
up  a  telephone. 

What  starts  out  as  a  short  request  often 
turns  into  a  long  exchange  of  pleasantries. 

Which  is  why  the  average  long-distance 
phone  call  lasts  seven  minutes. 

Converting  a  7-minute  call 
into  a  17-word  message. 

To  reduce  your  company's  phone  bills, 
communication  specialists  suggest  using 
more  Telex/TWX®  messages. 

In  the  example  at  left,  the  17  words  in 
bold-faced  type  contain  the  essence  of  the 
message.  These  17  words  could  be  sent  by 
Telex  from  New  York  to  Los  Angeles  for  less 
than  15  cents. 

A  seven-minute  station-to-station  phone 
call  during  business  hours  between  these 
two  cities  would  cost  nearly  19  times  as  • 
much,  or  $2.82.  (Person-to-person,  the  call 
could  cost  $5.07.) 

Furthermore,  when  you  send  a  Telex  or 
TWX®  message,  the  recipient  doesn't 
have  to  be  by  the  phone  to  get  it.  And  you 
both  get  a  written  record  of  the  message. 

Telex/TWX  subscribers  are 
the  cream  of  business. 

The  Telex/TWX  networks  link  more 
than  175,000  terminals  in  North  America 
and  about  780,000  terminals  worldwide. 

And,  with  a  Telex  or  TWX  terminal,  you 
can  send  high-impact  Mailgram®  messages 


For  as  little  as  $77  a  month,  you  can  join  Western  Union's 
Telex/TWX  network. 


for  next  business-day  delivery.  Or  even 
Telegrams. 

Western  Union  also  has  a  service  that  lets 
you  store  your  address  lists  in  our  computer. 
This  service  lets  you  send  multiple  messages 
from  your  Telex  or  TWX  teletypewriter 
without  having  to  type  a  single  address. 

Western  Union:  The  fastest  way 
to  get  the  word  around. 

With  our  Westar®  satellites  and  our 
modernized  Telex/TWX  network,  Western 
Union  is  the  fastest  way  to  get  the  word 
around. 


I    Bovd  Humphrey.  Western  Union  Corporation 
I   One  Lake  Street.  Upper  Saddle  River,  N.J.  07458 

Send  me  more  information  on  Western  Union's 
Telex/TWX.network. 

Name  . 

Company   i 

I   Address   | 

I  City&state  Zip   | 

I  I 
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Readers  Say 


Dedicated  Readers 

SIR:  The  thing  I  like  most  of  all  about 
The  Sayings  of  Chairman  Malcolm  (Side- 
lines, June  26)  is  the  wonderful  dedica- 
tion [to  2,262  "friends"].  However,  I 
have  one  complaint — he  forgot  my  sec- 
ond cousin  in  Topeka. 

— Arthur  Ochs  Sulzberger 
President  and  Publisher, 
The  New  York  Times 
New  York,  N  Y. 

SiH:  I  just  read  MSF's  book  and  it  was 
delicious  I  ate  it.  You  didn't  ask  for  a 
plug  but  I  feel  obligated  to  give  one  since 
you  dedicated  the  book  to  me — and 
2.261  other  intimate  friends. 

— Ann  Landers 
Chicago,  III 

SiR:  I  can't  think  of  anyone  MSF 
missed — except  possibly  Valeria  Messa- 
lina,  third  wife  of  Emperor  Claudius. 

—Willard  C.  Butcher 
President, 
The  Chase  Manhattan  Bank 
New  York,  N  Y. 

SIR:  Why  should  the  sayings  of  a  bal- 
loon-fool be  anything  more  than  hot  air? 

— Paul  Elam 
Louisburg,  N.C. 

SIR:  On  that  rainy  Fourth  of  July  I 
took  it  to  heart — such  good,  buoyant  fun! 

— Charles  F.  Barber 
Chairman, 
ASARCO  Inc. 
New  York,  N.Y. 

Sir:  I  am  so  charmed  by  these  nuggets 
that  I  can  only  say  1  envy  MSF  and  I 
wish  my  command  of  the  English  lan- 
guage would  allow  me  sometime  in  the 
future  to  say  something  that  goes 
through  my  mind  with  the  same  brevity 
and  delightful  eloquence  of  words. 

— Karlfried  Nordmann 
President, 

Mercedes-Benz  of  North  America,  Inc. 

Montvale,  N.J. 

Sir:  Me  thinks  your  editor-in-chief  is 
actually  a  Malcolm-tent.  How  else  could 
even  his  ego  deceive  him  into  thinking 
his  "wit  and  wisdom"  are  worthy  of  pub- 
lication for  the  edification  of  any  but  a 
captive  audience? 

— Robert  C.  Malone 
Ridgewood,  N.J. 

SiR:  Your  article  on  the  batting  aver- 
age of  some  of  my  father's  prophecies 
("The  Future  That  Never  Came,"  July 
10)  could  be  the  first  of  a  great  series. 


How  about:  The  Bible;  Nostradamus; 
B.C.  Forbes. 

Having  been  stimulated  by  a  perusal 
of  MSF's  latest  book,  I  offer  the  follow- 
ing Malcolmisms:  "He  who  loves  curren- 
cy, should  shun  prophecy";  "Better  to 
prophesy  than  to  atrophy." 

—Robert  W.  Sarnoff 
New  York,  N.Y. 


Reasons  Why 

SIR:  Re  "Lower  The  Red  Flag?"  (June 
12).  The  rationales  presented  in  your 
article  are  not  the  same  as  those  on 
which  the  Commission  on  Auditor's  Re- 
sponsibilities (on  which  I  served  as  depu- 
ty chairman)  based  its  recommendation. 

We  believed  that  the  "subject  to  opin- 
ion" places  the  auditor  in  a  position  of 
predicting  the  outcome  of  events  which 
are  inherently  uncertain  and  which,  if 
there  is  full  disclosure,  can  be  predicted 
with  equal  accuracy  or  lack  thereof  by 
financial  statement  users. 

We  also  proposed  that  FASB-5  be  re- 
vised at  the  same  time  to  require  that  a 
standard  note  be  included  in  all  financial 
statements  fully  disclosing  the  circum- 
stances of  all  material  contingencies. 

— Lee  J.  Seidler 
Bear,  Stearns  h  Co. 
New  York,  N.Y. 

Alas,  the  exposure  draft  does  not  tie 
the  "subject  to"  issue  to  the  revision  of 
FASB-5— Ed. 


Chappaquiddick  Again 

Sir:  Re  your  Fact  and  Comment  (July 
10)  stating  that  Senator  Edward  Kenne- 
dy could  have  had  the  1976  Democratic 
nomination  if  he  had  been  willing  to  be 
"Chappaquiddicked  ad  nauseam. 

The  hand  that  is  available  to  push  the 
atomic  missile  button  must  be  part  of  a 
man  who  has  exhibited  better  judgment 
and  morals  than  the  man  who  neither 
attempted  to  save  a  life,  nor  notified  the 
authorities  that  he  had  caused  a  death 
until  many  hours  later. 

— R.L.  Carlstein 
Largo,  Fla. 

Greater  Investment 

SIR:  The  article  "Why  GTE  Is  Body 
Snatching"  (July  10)  indicates  that  our 
products  operation,  although  accounting 
for  46%  of  GTE's  combined  sales  and 
revenues  in  1977  contributed  only  17% 
of  total  profit  and  suggests  this  relation- 
ship represents  "miserable"  perfor- 
mance. The  comparison  of  sales  and  in- 
come contribution  percentages  fails  to 
recognize  the  substantially  greater  in- 
vestment  in    GTE's   telephone  oper- 


ations, as  opposed  to  products  oper- 
ations. In  1977,  the  average  investment 
in  GTE's  telephone  operations  exceeded 
the  average  in  products  by  almost  a  fac- 
tor of  five. 

— Theodore  F.  Brophy 
Chairman, 

General  Telephone  (?  Electronics 
Stamford,  Conn. 

Don't  Aid  Enemies 

Sir:  The  idea  that  we  should  extend 
technological  and  other  aid  to  Commu- 
nist China  in  order  to  counter  Russian 
power  plays  (Fact  and  Comment,  July 
10)  is  preposterous,  childish  and  insane. 
Who  in  his  right  mind  wants  to  help  his 
enemy?  We  should  not  even  sell  them 
wheat,  corn  or  food-on-credit.  If  we  do 
what  Mr.  Forbes  proposes,  it  will  short- 
en the  time  when  we  must  succumb  to 
them,  considering  that  they  are  1  billion 
people  against  only  200  million  of  us. 

— David  Fonseca 
East  Ridge,  Tenn. 

Wrong  Villain? 

SiR:  You  argued  that  Citibank's 
Monthly  Economic  Letter  was  wrong 
when  it  said  that  a  tax  on  imported  oil  is 
not  the  most  efficient  way  to  reduce  the 
U.S.  energy  consumption,  that  U.S.  oil 
imports  are  not  the  cause  of  the  dollar's 
weakness  on  the  foreign  exchange  mar- 
kets (Fact  and  Comment,  June  12). 

If  increases  in  oil  imports  explain  the 
weakness  of  the  dollar,  then  this  "the- 
ory" should  hold  true  at  all  times  and  for 
all  countries.  Yet  Japan  and  Germany 
both  increased  their  oil  imports  in  1977 
and  still  have  strong  currencies. 

In  the  first  quarter  of  1978  oil  im- 
ports fell  off  sharply.  If  oil  determines 
the  strength  of  the  dollar,  why  did  the 
dollar  weaken  then?  This  is  best  ex- 
plained not  by  oil  but  by  the  fact  that 
in  1976  and  1977  the  U.S.  pursued 
significantly  more  expansive  monetary 
policies  than  many  other  industrial 
countries. 

—LeifH.  Olsen 
Chairman,  Economic  Policy  Committee, 

Citibank 
New  York,  N.Y. 


Not  Pedestalized 

Sir:  Re  Ms.  Helen  Byron's  letter, 
"Don't  Call  Us  Ladies"  (Readers  Say, 
June  26).  When  I  am  correctly  or  out  of 
courtesy  called  a  gentleman,  I  don't  feel 
"pedestalized."  Moreover,  I  don't  think 
pedestalizing  is  something  any  gentle- 
man would  do,  except,  perhaps,  at  Eton. 

—Rodwell  Van  Winkle  Todd 
Nevis,  West  Indies 
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A  lot  more  goes  into 
our  revolutionary 
new  KrafBrite™ 
cartonboard 
than  wood  pulp 
and  clay  coating. 

Of  course  it  took  special  raw  materials  and 
advanced  technology  to  create  this  new 
generation  of  cartonboard.  KrafBrite  provides  a 
combination  of  superior  printing,  strength  and 
economy  previously  unavailable  for  frozen  food 
and  baked  goods  packaging. 

But  the  special  ingredient  in  KrafBrite  is 
something  we  call  Olinkraftsmanship — a  true 
blend  of  teamwork,  dedication  to  excellence  and 
creative  problem  solving.  Thanks  to 
Olinkraftsmanship,  innovative  firsts  like  KrafBrite 
have  made  us  an  industry  leader  for  many  years. 

In  1958,  Olinkraft  was  the  first  to  perfect  a 
method  of  applying  white  clay  coating  on 
unbleached  kraft  cartonboard.  Called  Olinkote® 
it  provided  both  wet  strength  characteristics  and 
a  bright  white  printing  surface,  which  made  it  the 
industry  standard  for  beverage  carriers. 

Later  we  developed  and  successfully 
marketed  Krafkotef  an  economical,  super-strong 
cartonboard  for  packaging  hard  goods  such  as 
automotive  parts,  sporting  goods  and  toys. 

Recently,  we  completed  a  $125  million 
investment  in  highly  sophisticated,  one-of-a-kind 
equipment  to  produce  KrafBrite.  Development  of 
KrafBrite  and  the  machinery  selected  to  produce 
it  followed  many  months  of  extensive  market 
research  and  equipment  testing. 

Examples  of  Olinkraftsmanship  go  on  and 
on.  Not  only  in  our  Paperboard  Division,  but 
throughout  all  of  Olinkraft. 

So  next  time  you  see  our  name 
on  a  paper  or  wood  product, 
remember  what  went  into  it  first. 

OLINKRAFT 

P.O.  Box  488,  West  Monroe,  Louisiana  71291 


As  the  environment  changes, 
the  Ocelot  must  change  in  order  to  survive. 

Are  you  willing  to  change? 

For  years  the  fur  trade  had  depleted  this  species  to  an 
uncomfortably  small  number.  Today,  the  Ocelot's  instinctive  ability  to 
adapt  to  changing  habitats  represents  its  greatest  hope  for  survival. 

The  industrial  environment  is  changing  just  as  drastically. 
To  protect  yourself  against  the  added  risks  brought  on  by  changing 
occupancies,  you  must  keep  up  with  the  latest  loss  control  procedures. 
And  that's  where  Allendale  Insurance  can  help. 


Allendale  Insurance 

Allendale  Park.  Johnston  Rhode  Island  0291 9 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WE  CAN  NO  LONGER  AFFORD  A  VOLUNTEER  ARMY 

and  the  quicker  we  set  about  setting  up  a  12-  or  18-month  universal 
training  program  for  18-year-olds,  the  better  off  everyone  will  be — 
the  armed  forces,  the  18-year-olds  and  the  credibility  of  a  nation 
speaking  from  a  strength  and  readiness  it  doesn't  now  have. 

DO  YOU  REMEMBER  A  MAIN  REASON  FOR  VIETNAM? 


China. 

China  was  North  Vietnam's  principal  source  for  materiel  as 
the  North  Vietnamese  fought  us  then.  We  "had''  to  keep  China 
from  taking  over  all  of  Southeast  Asia,  whose  countries  would 
fall  like  dominoes  if  and  when  the  Vietnamese  reds  won. 

They  won. 

And  who's  nearly  at  war  with  each  other  now?  Red  China 

NIXON'S  REVENGE  MAY  HAVE 

but  the  press  is  sure  reaping  it  in  full  these  days  by  way  of  the 
four-Nixon-appointees  Supreme  Court. 

By  a  recent  decision  of  the  Court,  any  one  of  30,000-odd 
justices  of  the  peace  and  other  judges  can  give  any  requesting 
lawman  the  right  to  rifle  the  files  of  any  newspaper  or  news 
source  in  the  country. 

Among  several  other  Court  decisions  sledgehammering  at 


and  Red  Vietnam.  The  Vietnamese  are  throwing  out  ethnic- 
Chinese  by  the  tens  of  thousands.  And  China  is  trying  to  shore 
up  Cambodia,  which  is  menaced  by  Vietnamese  aggression. 

To  put  the  icing  on  the  cake,  China's  fast  becoming  a  Main 
Man  for  us  vis-a-vis  the  U.S.S.R. 

If  iron  could  be  extracted  from  ironies,  the  stuff  would  be 
commoner  n  dirt. 

BEEN  A  WHILE  IN  COMING 

this  country's  free-press  foundations  is  a  recent  one  that  gives 
public  officials  the  right  to  bar  the  press  from  public  institu- 
tions if  general  access  by  any  of  the  public  is  generally  barred. 

Prior  to  the  Nixon  Administration,  the  Supreme  Court  came 
to  be  called  the  Warren  Court,  after  its  Chief  Justice.  Similar- 
ly, this  one  has  been  referred  to  as  the  Burger  Court.  But  at 
this  rate,  it's  apt  to  be  renamed  the  "Nixon's  Revenge"  Court. 


BUSES  ARE  BETTER  THAN  SUBWAYS?! 


A  conclusion  totally  contrary  to  the  cliche'  that  rails  are 
better  than  rubber  for  moving  megalopolis  people  has  emerged 
from  a  careful  Congressional  Budget  Office  study.  Sparked  by 
the  incredibly  costly  flops  of  the  D.C.  subway  and  San  Francis- 
co's BART,  the  Department  of  Transportation  is  discovering 
that  the  oft-maligned  bus  serves  more  people  better  and  saves 


more  fuel.  Even  a  return  to  the  trolley  may  offer  a  better 
alternative. 

Startling,  isn't  it,  that,  for  mass  transit,  economics,  ecol- 
ogy and  convenience  all  combine  to  make  the  case  for 
busing  .  .  .  after  all  these  years  we  Enlightened  have  been 
railing  for  rails. 


ATLANTIC  CITY — GREED  GETS  ITS  REWARD 


How  or  why  New  Jerseyites  voted  to  permit  gambling  in 
Atlantic  City  I  don't  understand.  As  if  the  state  didn't  already 
have  in  residence  enough  nationally  eminent  crooks,  gangsters 
and  Families. 

Anyway,  the  first  outfit  in  business  there,  Resorts  Interna- 
tional, got  off  to  such  a  whopping  start  that  stock  market 
gamblers  ran  the  share  price  up  from  29'/2  to  96'/2  in  two 
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months.  While  the  sheep  were  jumping  in  for  the  shearing, 
officers  of  Resorts  International,  headed  by  the  chairman,  were 
unloading  33,300  shares  valued  at  $2  million. 

A  perfect  example  of  stupid  greed  for  a  piece  of  the  Atlantic 
City  action  was  the  case  of  Howard  Johnson  stock.  Following 
the  acquisition  by  a  Las  Vegas  consortium  of  the  site  of  a 
Howard  Johnson  franchise  (held  by  Jemm  Co.),  a  raft  of 

23 


dummies  rushed  to  buy  Hojo  stock,  running  up  its  price  on  the 
fallacious  premise  that  Howard  Johnson  was  going  into  the 
casino  business.  Jemm  is  hoping  to  build  a  300-room  hotel, 
which  it  wants  to  franchise  as  a  Howard  Johnson  Motor  Lodge, 
across  the  street,  but  no  decision  has  yet  come  frorh  Howard 
Johnson  on  that.  In  any  case',1  Hojo  is  not  involved  in  any 


Atlantic  City  gambling  and  has  no  intention  of  getting  into  it. 

Unquestionably,  there's  going  to  be  many  a  Smillion  made  as 
Atlantic  City  begins  to  rival  Las  Vegas.  If  Uncle  Sam  is  alert, 
he  may  get  some  of  his  share  from  the  Take.  But  you  can  bet 
your  boots  that  in  most  cases  what's  left  over  for  the  sharehold- 
er when  the  operators  are  through  will  be  skim-slim  pic  kin  s 


PRISONS  CAN  REFORM  ONLY  THOSE  NOT  YET  IN 


Two  years  ago,  at  New  Jersey's  grim  maximum-security 
Rahway  State  Prison,  some  Lifers  sold  authorities  on  a  program 
of  a  day's  indoctrination  for  13-to- 16-year-old  delinquents  who 
were  not  yet  in  prison  but  had  records  that  indicated  that's 
where  they  would  wind  up. 

Thank  goodness,  the  Rahway  program  has  been  receiving 
lots  of  national  media  publicity,  because  it's  working.  Of  the 
5,000  young  men  and  women  so  far  exposed,  it's  estimated  that 
less  than  8%  have  gotten  into  trouble,  half  the  normal  rate. 

It  works  because  the  embittered  convicts  lay  it  on  the  line. 
In  a  UPI  dispatch,  Rita  Shade  reported: 

"The  inmates  talked  about  homosexual  rape:  'We  ain't  got  no 
women  in  here,  you  see.  So  it's  you  we're  going  to,  you 
know.' 

About  confinement:  "  They  tell  you  when  to  eat,  when  to 
take  a  bath,  when  to  move  left  and  when  to  move  right.  And  if 
you  don't,  they  beat  you  over  the  head  or  send  you  to  the  hole. 
Is  that  what  you  want?  That's  what  we  gotta  do.  Everything 
they  tell  us.  This  is  a  warehouse.'  ' 

About  escape:  "  'One  way  to  get  out  of  here  is  to  take  a 
sheet,  tie  one  end  around  your  neck  and  hang  yourself.  That 


way,  you  don't  owe  the  state  no  money,  no  time.  And  you  don't 
get  raped  anymore.'  ' 

About  prison  life  in  general:  "  'This  isn't  "On  The  Rocks. 
This  is  real.  There  was  a  guy  in  here  stabbed  19  times  last  week 
His  "friends"  didn't  go  help  him.  They  stepped  over  the  dumb 
bastard  and  went  into  his  cell  and  took  what  little  he  had.'  ' 

About  serving  time:  "  I  killed  a  man.  My  family  is  now  on 
welfare.  He's  dead.  I'm  dead.  I  came  here  when  I  was  18.  I'm 
now  31.  And  I  don't  know  when  I'm  gonna  get  out.  Is  that  what 
you  want?' 

New  York's  WPIX-TV  documented  one  such  day  and  the 
effect  is  so  grim  that  the  expletives  were  overlooked  by  viewers! 
In  fact  it  won  a  Peabody  Award.  Other  states  should  get  this  type 
of  prison  program  under  way;  other  TV  stations,  by  showing 
documentaries  like  WPIX's,  would  offset  the  gory  glamour  that 
so  many  programs  seem  to  give  to  crime  and  criminals — mostly 
bloody  and  violent. 

Only  by  showing  what  a  living  death  prisons  are  can  prisons 
serve  their  crime-prevention  role.  As  conditions  now  exist, 
prisons  mostly  destroy  the  life  of  those  within,  but  showing  what 
it's  like  helps  keep  potential  inmates  out. 


CONCORDE 

is  a  better  mousetrap  for  oversea-ing  businessmen. 

IF  YOU  WANT  A  CLOSE  ENCOUNTER  OF  A  UNIQUE  KIND 


you  don  t  have  to  luck  onto  a  visiting  spacecraft  a  la  Close 
Encounters  of  the  Third  Kind. 

Just  take  a  trip  to  New  Paltz,  N.Y.  (90  miles  from  New  York 
City)  and  spend  a  night  at  the  Mohonk  Mountain  House.  It's  in 
this  world,  all  right,  but  not  of  it. 

The  first  of  its  300  rambling  rooms  was 
built  by  the  Smiley  family  (who've  owned 
and  run  it  ever  since)  in  1863,  and  the 
bulk  of  them  soon  thereafter.  And  noth- 
ing, at  least  to  this  man's  naked  eye,  has 
changed  since.  I  should  point  out, 
though,  that  most  of  the  gas  fixtures  do 
now  have  light  bulbs.  Beds,  bureaus,  chairs,  tables — the  whole 
works — are  originals.  Working  antiques.  In  fact,  we  nearly 
shattered  one  of  the  working  aritiques — the  one  who  mans  the 
gatehouse  where  barriers  bar  entry  to  this  aerie — when  my 
colleague  and  I  rolled  up  on  motorcycles.  To  his  startled  query  of 
"What  are  you  doing  here?"  I  replied  we  had  a  reservation,  and 
his  look  of  disbelievingconsternation  would  surely  rival  the  Mona 
Lisa  for  expression  if  it  could  have  been  captured  on  canvas. 

A  flurry  of  telephone  calls  resulted  in  the  motorcycles  being 
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lodged  in  the  woods  by  the  gatehouse,  and  we  were  eventually- 
given  a  ride  to  the  top. 

If  you  want  a  drink  at  Mohonk  Mountain  House,  one's 
available  only  in  the  dining  room  at  dinner  between  6:30  and 
8:00  p.m.  Smoking?  In  the  huge  dining 
room,  I  asked  if  we  could  have  a  table 
away  from  others  so  that  my  cigar-with- 
coffee  wouldn't  bother  anyone.  The  lady- 
said  it  wouldn't  matter  where  I  sat.  my 
cigar  wouldn't  bother  anyone  because 
smoking  wasn't  permitted.  It's  not  that 
the  taste  of  the  food  wOuld  have  been 
affected — except  perhaps  for  the  better.  The  flavor's  in  the 
place,  not  on  the  plate. 

Recreation?  Walking  and  bird-watching  are  the  thing  here — 
though  it's  a  bit  hard  sometimes  to  tell  who  are  the  birds  and 
who  the  watchers.  The  evening's  activities?  A  lecture  on  bird 
calls,  with  renditions  of  same  by  lecturer. 

Mohonk  Mountain  House  couldn't  be  recreated.  It's  yester- 
day— here,  available,  functioning,  alive,  today. 
Don't  miss  it  if  outer  space  trips  are  your  thing. 
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DAILY  TAX  FACT 


Who  Pays  Taxes? 

Upon  whom  do  taxes  actually  fall? 

Let  Franklin  D.  Roosevelt  answer. 

Flaying  Government  extravagance  when  he 
was  candidate  for  the  Presidency  in  1932,  he  said : 

"I  shall  use  this  position"  (as  President) 
"of  high  responsibility  to  discuss  up  and  down 
the  country,  in  all  seasons,  at  all  times,  the 
duty  of  reducing  taxes,  of  increasing  the 
efficiency  of  government,  of  cutting  out  the 
underbrush  around  our  governmental  struc- 
ture, of  getting  the  most  public  service  for 
every  dollar  paid  by  taxation.  This  I  pledge 


you,  and  nothing  I  have  said  in  the  campaign 
transcends  in  importance  this  covenant  with 
the  taxpayers  of  this  country." 

Then,  he  enunciated  these  fundamental 
truths: 

"Taxes  are  paid  in  the  sweat  of  every  man 
who  labors,  because  they  are  a  burden  on 
production  and  can  be  paid  only  by  production. 
If  excessive,  they  are  reflected  in  idle  fac- 
tories, tax-sold  farms,  and  hence  in  hordes 
of  the  hungry  tramping  the  streets  and  seek- 
ing jobs  in  vain. 

Is  President  Roosevelt  living  up  to  the  pledges 
of  Candidate  Roosevelt? 


WITH  THAT  RECORD 

now  all  grown  up  and  finished  being  educated  to  whatever 
degree  they'll  ever  be,  our  institutions  of  higher  learning 
(prisons  excepted)  face  making  a  full  about-face. 

Selectivity  was  the  cry  when  the  crop  of  young  was  so 
bountiful.  Now  that  those  young  are  having  fewer  of  their 
own,  our  educational  institutions,  public  and  private,  from 
kindergartens  to  graduate  schools,  increasingly  have  had  to 

WHAT'S  THE  POINT 

of  putting  down  those  who  are. 


POSTWAR  BABY  CROP 

turn  from  selecting  to  recruiting. 
And  who's  to  say  that  that's  all  bad? 

Too  often  both  the  institutions  and  the  teachers,  when  so 
sought  after,  took  a  take-it-or-leave-it  attitude  toward  teaching, 
toward  those  subjected  to  their  subjects.  Maybe  now  that 
recruitment's  the  order  of  the  day,  both  will  make  more  of  an 
effort  to  reach  those  they're  supposed  to  teach. 

ASSURANCE 

reassures. 


TO  CUT  THE  FEDERAL  DEFICIT, 


CUT  TAXES 


The  House  Ways  &  Means  Com- 
mittee, at  last  resuming  work  on  tax 
legislation,  is  likely  to  cut  income  lev- 
ies $10  billion  to  $15  billion.  Despite 
the  first  six  months'  inflation  figures, 
despite  the  high  projected  federal 
deficit  for  fiscal  1979,  however,  that 
range  is  too  low  if  we're  to  insure  that 
the  coming  slowdown  in  the  economy 
won't  turn  into  a  recession. 

The  reason  is  simple:  Thanks  to 
inflation,  the  effective  tax  bite  on  in- 
dividuals and  corporations  has  been 
increasing.  A  larger  tax  cut  would 
barely  give  back  what  inflation  has 
taken  away. 

Take  the  individual  taxpayer.  A 
person  who  gets  a  raise  that  merely 
matches  the  rate  of  inflation  has  no 
real  increase  in  his  pretax  income; 
however,  he  will  pay  higher  taxes. 
His  aftertax  income  shrinks.  Despite 
his  raise,  he  will  be  able  to  buy  less 
than  what  he  did  before. 

Dr.  Martin  Feldstein,  president  of 
the  National  Bureau  of  Economic  Re- 
search, estimates  that  a  6%  inflation 
rate — and  the  average  1978  rate  will 
likely  be  higher  than  that— will  cause 
individuals  to  pay  an  extra  $9  billion 


By  M.S.  FORBES  Jr. 

this  year  in  taxes.  In  other  words,  a 
6%  inflation  ends  up  raising  individ- 
ual income  tax  revenues  by  more  than 
10%,  thanks  to  our  progressive  rate 
structure.  In  real  terms,  individual 
wages  and  salaries  have  had  little 
growth  in  the  past  five  years. 

That  helps  explain  why  people 
have  gone  so  heavily  into  debt  since 
the  economic  recovery  began  in  early 
1975.  Last  year  the  average  savings 
rate  in  this  country  was  the  lowest  in 
nearly  a  decade  and  a  half. 

Outstanding  mortgages  on  one-to- 
four-family  homes,  for  instance,  have 
zoomed  from  $449  billion  at  the  end  of 
1974  to  $671  billion  in  the  first  quarter 
of  1978.  Billions  of  those  dollars  were 
spent  not  on  new  houses  but  for  cars, 
appliances,  medical  bills,  vacations, 
tuition  and  everyday  items. 

Consumer  installment  debt  is  also 
at  a  record  level,  and  the  ratio  of 
installment  debt  to  disposable  income 
has  climbed  to  near  its  record  high. 

Inflation  also  forces  corporations  to 
pay  Uncle  Sam  far  more  than  they 
should  because  of  its  perverse  effect 
on  inventories  and  depreciation 
schedules.    Securities   &  Exchange 


Commission  Chairman  Harold  Wil- 
liams has  studied  this  problem  care- 
fully. Says  he:  "Inflation  and  the  fail- 
ure of  the  tax  system  to  recognize  its 
distortion  of  corporate  profits  have 
resulted,  in  effect,  in  a  50%  tax  in- 
crease over  the  last  decade.  Fifty 
percent! 

In  1977  companies  shelled  out  over 
$60  billion  in  income  levies.  A  goodly 
chunk  of  that  money,  however,  went 
for  paying  taxes  on  phantom  profits. 

Then  there  is  Social  Security.  Next 
year  payroll  taxes  will  go  up  $6.5 
billion.  By  1982,  Social  Security  exac- 
tions will  be  rising  by  more  than  $20 
billion  a  year. 

Add  it  all  up — inflation,  Social  Se- 
curity, heavy  consumer  debt — and 
the  tax  reductions  currently  being 
contemplated  will  not  even  keep  us 
running  in  place. 

Under  these  circumstances,  a  far 
larger  reduction  will  not  hype  infla- 
tion or  increase  the  federal  deficit.  By 
lessening  the  chances  of  a  recession 
(which  would  lower  government  rev- 
enues and  thereby  increase  the  defi- 
cit), higher  tax  cuts  would  end  up 
cutting  next  year's  budget  shortfall. 


I  FORBES,  AUGUST  7,  1978 


25 


Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


On  Earth,  Treasure  Any  Joke 

Yes,  humor  often  offends.  But  a  will- 
ingness to  accept  an  occasional  insult  is 
healthier  for  a  society  than  a  stuffy  spirit 
of  protectionism.  Let  us  get  the  most  out 
of  the  humor  in  our  shared  predicament. 
People  seem  especially  funny  when  they 
band  together  for  advocacy  or  festivity. 
Is  it  so  difficult  to  recognize  that  there  is 
a  lot  to  laugh  at  in  the  women's  move- 
ment or  the  homosexual  movement  or 
the  Italian  Anti-Defamation  League  or 
the  Gray  Panthers?  Bar  mitzvahs  are 
funny  and  so  are  wakes. 

Mark  Twain,  who  knew  a  thing  or  two 
about  humor — and  who,  naturally,  was 
criticized  for  irreverence  and  insensitiv- 
ity — observed  that  there  is  no  humor  in 
heaven.  The  pure  and  the  perfect  have 
no  need  to  laugh;  they  are  happy.  But 
the  rest  of  us  may  be  forgiven  if  we 
treasure  any  joke  we  can  find  here  on 
earth.  — Walter  Goodman, 

New  York  Times 

Nomadness 

The  true  vanner,  at  heart,  is  not  fun- 
damentally interested  in  getting  any- 
where, only  in  going.  .  .  .  The  vanner' s 
true  destination  is — the  van  itself 

— Frank  Trippett,  Time 

Too  Many  Regulators 

All  of  this  [early  regulatory]  legislation 
was  originally  designed  to  promote  free 
competition.  In  its  own  way,  each  act 
enhanced  innovation  and  freedom.  To- 
day, we  have  a  very  different  situation. 
As  late  as  the  mid-1950s  the  federal  gov- 
ernment had  major  regulatory  responsi- 
bility in  only  four  areas — antitrust,  finan- 
cial institutions,  transportation  and  com- 
munication. By  1976,  just  two  decades 
later,  83  federal  agencies  were  regulat- 
ing some  aspect  of  the  private  sector. 
Today  government  programs  are  smoth- 


"Think  Til  go  inside  and 
get  a  breath  of  fresh  air." 

Uluschak-Edmonton  Journal.  Canada 


ering  creativity  and  innovation.  They  are 
discouraging  risk.  They  are,  in  short, 
stifling  progress.  In  1970  one  out- of  ev- 
ery seven  persons  was  employed  by  fed- 
eral, state  or  local  government  and  in 
1977 — just  seven  years  later — one  out  of 
five  persons  works  for  the  government. 

— William  T.  Ylvisaker, 
chairman,  Gould  Inc. 

More  Collectors  than  Payers 

There  is  now,  has  been  and  always  will 
be  the  splendid  delusion  that  people  in 
government  have  larger  wisdom  than 
those  who  are  not  so  employed.  I  can 
certify,  as  a  former  government  employ- 
ee, such  wisdom  is  mostly  imagined, 
largely  wanting  but  always  claimed.  His- 
tory confirms  that  most  government  de- 
cisions aimed  at  regulating  the  political 
and  economic  lives  of  others  are  a  mix- 
ture of  inadequacies,  ranging  from  mod- 
est to  stupid.  The  Emperor  Diocletian  in 
301  A.D.  imposed  wage  and  price  con- 
trols, under  the  penalty  of  death  for  vio- 
lators. One  historian  wrote:  "There  were 
more  people  involved  in  raising  and 
spending  taxes  than  in  paying  them." 

— Jack  Valenti,  president, 

Motion  Picture  Association  of  America 

Japanese  &  Obsolescence 

I  believe  that  the  Japanese  are  work- 
ing on  planned  obsolescence  continuous- 
ly; whether  by  choice  or  chance  remains 
to  be  proven.  Look  at  the  new  Hondas 
out  there.  Every  one  has  a  different  hub 
configuration  and  requires  a  different 
wheel.  I  would  like  to  think  that  Honda 
is  not  doing  this  on  purpose,  but  Honda 
doesn't  want  everybody  in  the  motorcy- 
cle business.  They  want  a  dealer  to  come 
back  and  buy  from  them,  and  not  from 
aftermarket  accessory  manufacturers. 
— George  Potchen,  president  of  Lester 
Wheels,  in  Motorcycle  Product  News 

Hooks  &  Hookers 

On  my  more  optimistic  days,  I  think 
that  hotel  operators,  convinced  that  we 
are  bent  on  relieving  them  of  something, 
will  put  the  hooks  back  on  hangers  just  to 
give  us  something  cheap  to  steal. 

— Calvin  Trillin,  The  New  Yorker 

A  Matter  of  Language 

Driveti  all  his  life  by  a  fierce  ambition 
and  a  longing  for  what  others  might  call 
fame,  Adams  waged  a  continuing  strug- 
gle to  translate  both  these  flaws  of  char- 
acter into  drives  he  could  acknowledge 


and  accept  in  himself.  Thus,  in  John 
Adams,  ambition  became  a  zeal  for  pub- 
lic service,  and  the  pursuit  of  fame  a 
"passion  for  distinction''  based  not  on 
one's  personal  charm  but  on  one's 
achievement. 

— Professor  Carol  Berkin, 
Baruch  College 


A  democracy  doesn't 
die  due  to  a  lack  of 
laws  but  perhaps  due  to 
a  lack  of  democrats. 

— Dieter  Lattmann, 
West  German  legislator 


More  Cops  or  Better  Courts? 

It  is  clear  that  in  our  large  cities  the 
prosecutors,  the  judges  and  the  jailers 
are  unable  to  handle  the  volume  of  ar- 
rests that  the  police  make. 

Our  first  priority  should  be  to  make 
our  courts  more  efficient — to  drive  home 
the  point  that  they  must  modernize,  so 
that  they  can  process  serious  offenders 
on  the  charges  for  which  they  were  ar- 
rested without  being  dependent  on  plea 
bargaining.  Until  we  confront  this  prob- 
lem, it  doesn't  make  sense  to  hire  more 
police  officers.  Police  performance  is  al- 
ready excessive  in  terms  of  the  capacity 
of  the  rest  of  the  criminal-justice  system. 

— Gerald  M.  Caplan,  former  director, 

National  Institute  of  Law  Enforcement 
&  Criminal  Justice, 
U.S.  News  ir  World  Report 

"Big  Wednesday"  Wave  Off 

When  Matt  gives  his  surfboard  to  a 
young  contender  at  the  end  of  the  movie 
/Big  Wednesday],  it's  treated  as  porten- 
tously as  if  he  were  an  Arthurian  knight 
passing  on  a  sacred  spear.  To  portray  the 
blond  beach  boy  as  Sir  Galahad  is  a  bit 
much.  An  artist  needs  perspective  on  his 
obsessions.  [Director- Author  John]  Mi- 
lius  is  like  a  kid  with  a  sweet  tooth  who 
decides  to  write  a  Homeric  epic  about 
Jujubees. 

— Stephen  Farber,  New  West 

Imaginative  Imagery 

Mrs.  Stirling  was  bedecked  in  jewels 
and  gems.  When  she  walks  across  the 
room  it  is  like  a  chandelier  which  has 
been  let  down  from  the  ceiling  and, 
without  collapsing,  mysteriously  man- 
ages to  move. 

— James  Lees-Milne,  Ancestral  Voices 
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Free.  A  kit  that  will  inform  you, 
excite  you,  and  challenge  your 
every  thought  on  business  travel 


Once  you've  opened  our  colorful 
Beechcraft  Business  Flying  Kit, 
it's  not  likely  you'll  put  it  down. 

Because  in  it,  you'll  discover 
a  treasure  of  provocative  informa- 
tion about  the  fastest  growing 
mode  of  business  travel  today. 
The  company  airplane. 

Information  that  will  startle  you.  (Did  you  know  that  95.8%  of  the 
nation's  airports  are  used  only  by  private  aircraft,  and  that  a  company 
airplane  can  take  you  anywhere  from  O'Hare  to  Oak  Creek  Canyon?) 

Information  that  will  surprise  you.  (That  many  private  airplanes 
are  more  fuel  efficient  than  a  standard  size  automobile?) 

And  most  of  all,  information  that  will  open  your  mind  to  a  whole 
new  style  of  productive  business  travel.  (Could  your  top  people  use  an 
extra  25  working  days  a  year?) 

Straightforward,  concise,  and  easy-to-read,  this  definitive  kit  pro- 
vides you  with  serious  answers  to  the  important,  initial  questions  you 
have  about  owning  and  operating  a  company  airplane.  How  do  you 
determine  the  need  for  one?  Who  will  fly  it?  What  financing  plans 
are  available? 

The  kit  even  helps  you  determine  the  net  capital  cost  to  your  com- 
pany of  owning  a  business  airplane,  like  the  Beechcraft  Sierra  shown  here. 

The  compelling  Beechcraft  Business  Flying  Kit.  When  you  finally 
put  it  down,  you'll  come  away  not  only  informed  and  excited,  but  well 
prepared  to  decide  whether  or  not  a  company  airplane  is  right  for  you. 

Send  for  it. 


Get  the  idea  kit  for  companies  caught  in  the  travel  cost 
squeeze.  Write  on  your  company  letterhead  to:  Beech 
Aircraft  Corporation,  Dept.  K,  Wichita,  Kansas  67201. 
Ask  for  our  free  Beechcraft  Business  Flying  Kit,  and 
please  mention  if  you're  a  pilot.  If  you'd  rather  call,  make 
it  collect  and  ask  for  Art  Cross.  316-681-7080. 


Member  of  General  Aviation  Manufacturers  Associat 


"I  Tuff™ 

The  Beechcraft  Sierra.  An'- 
economical  4 -seat  aircraft  that 
can  carry  y on,  at  speeds  up  to 
163  mph,  to  business  destinations 
all  across  the  country. 


r 


Know  any  friends  who  want  to  learn  to  fly?  Tell  them  about  the  General  Aviation  Manufacturers  Association  TakeOff 


Sweepstakes.  They  could  win  a  $50,000  airplane  just  for  earning  their  private  pilot  license.  Have  them  call  TOLL  FREE, 
24  hours  a  day,  any  day  and  ask  for  the  BEECH  "TAKEOFF"  operator:  USA  800-447-4700  (in  Illinois,  800-322-4400): 

Canada  800-261-6362  (Toronto,  445-2231). 


In  parts  servio 


You're  a  contractor  with  a  ditc 
dig  or  a  farmer  with  seed  to  p 
You  need  a  part  —  fast! 

Thanks  to  an  automated  inver 
distribution  system  designer 
Case,  chances  are  good  y 
find  that  part  at  your  Case  de 
If  it  isn't  there,  it  will  be  pic 
from  the  200,000  parts  at  or 


ur  creed  is  speed. 


;;e's  regional  depots  or  the 
!;ter  warehouse  and  shipped 
ct  to  the  dealer. 

lie  such  computerized  per- 
liiance  is  dramatic,  more  reveal- 
bf  the  system's  sophistication 
le  fact  that  20,000  parts  are 
icted  and  sent  out  daily  to 
0  dealers  and  regional  depots. 


The  distribution  system  is  consid- 
ered a  model  in  the  industry. 
Doing  something  about  custom- 
ers' needs  after  the  sale  is  one 
reason  why  Case  is  one  of  the 
world  leaders  in  the  manufacture 
and  distribution  of  machinery  for 
construction  and  farming. 
For  a  comprehensive  new  bro- 


chure about  J  I  Case,  its  total  oper- 
ations and  product  lines,  write: 
Communications  and  Public  Af- 
fairs, J  I  Case  Co.,  Dept.  OFZ1, 
700  State  Street,  Racine,  Wiscon- 
sin 53404. 


J  I  Case 

A  Tenneco  Company 


doing  something  about  it. 


WHY  THE  VOLVO  2G4 
COULD  BE  THE  BEST  CAR 
YOU'VE  EVER  OWNED. 


We'd  like  to  say  it's  because  it's  a  Volvo. 

Or,  because  it's  the  best  Volvo  we  make. 

But  the  fact  is,  we  think  the  Volvo  264  could  be 
the  best  car  you've  ever  owned,  because  a  majority  of 
our  owners  think  it's  the  best  car  they 've  ever  owned. 

In  a  survey  conducted  by  K.  M.  Warwick 
Marketing  Research,  a  national  sampling  of  new  car 
owners  were  asked:  "Would  you  consider  your 
present  car  the  best  car  youVe  ever  owned?" 

The  responses  were  very  revealing.  More  Volvo 
owners  answered  "yes'"  than  the  owners  of  Lincoln 
Continentals,  Cadillac  Sevilles,  Chrysler  New  Yorkers 
and  53  other  models  from  Detroit* 

The  reason  for  this  is  something  you  have  to 
drive  a  Volvo  264  to  understand.  Only  then  can  you 
fully  appreciate  the  feeling  of  a  luxury  car  that  has 
been  fit  together,  rather  than  slapped  together. 

Or  the  incredible  comfort  that  comes  not  just 


*Survey  conducted  among  owners  of  new  cars  bought  in  May,  1977. 


from  the  264's  interior  roominess,  but  from  the 
Volvo's  superior  seats.  They  were  orthopedically 
designed  and  adjust  in  9  different  ways,  including 
from  ufirm"  to  "soft"  against  the  small  of  your  back. 
(The  driver's  seat  even  heats  up  automatically  when 
the  temperature  drops  below  57°.) 

Of  course,  you'll  also  appreciate  the  civilities 
you  expect  to  find  in  other  luxury  cars.  Except  with  a 
264  you'll  appreciate  them  even  more,  because  they're 
standard.  There's  power-assisted  steering,  air  condi- 
tioning, sun  roof,  electrically  controlled  side  view 
mirrors,  power  windows,  tinted  glass,  metallic  paint 
and  leather  everywhere  you  sit. 

So  if  you're  among  the  fortunate  few  who  can 
afford  the  car  you've  always  dreamed  about,  maybe 
you  should  test  drive  a  car  you've  never  even 
thought  about. 

A  Volvo  264. 
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Forbes 


The  Mounting  Backlash 
Against  Corporate  Takeovers 

Takeovers  often  serve  a  useful  economic  purpose,  but 
the  present  epidemic  is  beginning  to  produce  a 
backlash  which  could  damage  the  interests  of  all  business. 


By  BOB  TAMARKIN 

While  bringing  joy  to  impatient  stock- 
holders and  delighted  arbitragers,  the 
takeover  wave  is  striking  terror  into  the 
hearts  of  corporate  managements  the 
length  and  breadth  of  the  land.  A  sort  of 
spontaneous  "hotline'  has  developed, 
with  managements  trading  information 
and  philosophies — and  dirty  tricks — use- 
ful for  repelling  a  raider. 

Not  surprisingly,  therefore,  this  wave 
is  beginning  to  produce  a  counterwave,  a 
backlash.  And  not  only  from  worried 
managements.  Unions,  customers,  local 
communities,  too,  are  beginning  to  get 
agitated.  Not  only  corporate  titles  are  at 
stake,  but  jobs,  factories.  A  modern  cor- 
poration hardly  operates  in  a  vacuum  or 
answers  only  to  a  single  constituency. 

Some  very  thoughtful  Americans  are 
wondering  out  loud  whether  copper 
companies  ought  to  be  buying  abrasives 
manufacturers  and  whether  banks 
should  be  financing  takeovers  rather 
than  financing  job  creation.  Is  big  busi- 
ness becoming  merely  a  collection  of 
portfolio  managers,  who  have  abandoned 
the  creative  financing  of  new  industrial 
productivity  for  the  less  risky  and  more 
expedient  process  of  shuffling  assets 
without  creating  new  products  and  new 
jobs?  Is  economic  power  becoming  con- 
centrated without  yielding  concomitant 
economic  advantages?  "In  too  short  a 
span  of  time,  our  society  has  matured 
and  moved  from  industrial  capitalism  to 
finance  capitalism,''  worries  former  Se- 
curities &  Exchange  Commission  Chair- 
man William  Gary,  who  suggests  a  law, 
similar  to  the  Public  Utility  Holding 
Company  Act  of  1935,  that  would  place 
limits  on  helter-skelter  conglomeration. 

But  there  is  another  side  to  the  ques- 
tion  and  it,  too,  has  its  sincere  adher- 
ents. Among  them  is  Harold  Williams, 
the  thoughtful  current  chairman  of  the 
Securities  &  Exchange  Commission. 
Williams  regards  the  takeover  epidemic 
as  a  symptom  of  deeper  economic  prob- 


lems and  he  questions  whether  it  is  wise 
to  restrict  the  liquidity  of  the  financial 
system  in  order  to  stop  a  problem  whose 
root  is  elsewhere.  "It  [the  cash  takeover] 
is  telling  us  there  are  other  economic 
and  political  issues  involved  that  make 
cash  purchases  a  lot  more  attractive  than 
building  new  facilities,"  Williams  adds. 
He  cites  inflation,  unemployment  and 
excess  capacity  as  factors  that  influence 
corporations  to  spend  their  excess  cash 
on  takeovers  rather  than  on  expansion. 
Williams  would  prefer  Congress  to  do 
something  about  these  underlying  eco- 
nomic problems  rather  than  to  ban  or 
hobble  takeovers. 

Williams  and  others  who  think  like 
him  point  out  that  takeovers  do  provide 
fluidity  in  a  free  market.  The  takeover 
market,  they  say,  is  efficient  because  it 
pays  the  fair  price  even  in  a  depressed 
stock  market.  Furthermore,  sharehold- 
ers are  given  some  freedom  of  choice  in 
their  own  investment  destinies.  The  pre- 
miums offer  them  a  chance  to  perhaps 
bale  out  of  a  sour  investment  situation  or 


to  shed  an  "entrenched"  management 
doing  a  poor  job  of  running  a  company. 
"A  public  market  is  a  democracy;  ar- 
gues Joseph  Perella.  As  managing  direc- 
tor of  First  Boston  Corp.,  involved  in 
some  20  merger  transactions  in  the  past 
four  months,  Perella  is  hardly  objective. 
But  he  makes  a  good  point. 

Nevertheless,  the  backlash  and  the 
reasons  for  it  are  real.  "Management  has 
rights  too  and  so  do  employees,"  snaps 
William  Chatlos,  a  merger  consultant  at 
Georgeson  Co.  in  New  York.  The  share- 
holders' rights,  Chatlos  and  others  ar- 
gue, must  be  weighed  against  other  fac- 
tors such  as  the  use  of  corporate  resourc- 
es, concentration  of  economic  power, 
and  as  Walter  B.  Kissinger,  Henry's 
older  brother,  puts  it,  "equity  for  the 
employees  whose  efforts  are  responsible 
for  the  success  of  the  target  company." 

The  unwanted  takeover  bid  is  a  con- 
siderable drain  on  management  in  terms 
of  wasted  time,  huge  legal  fees  and  the 
negative  impact  on  employees,  who  be- 
come preoccupied  with  the  fate  of  their 
futures  instead  of  their  work.  The  money 
spent  on  lawyers,  bankers  and  finders 
could  be  used  to  make  new  products 
and,  in  turn,  create  new  jobs. 

One  argument  in  favor  of  freedom  for 
takeovers  is  that  they  help  weed  out 
weak  and  inefficient  managements.  But 
Walter  Kissinger  disagrees  with  this. 
Kissinger  heads  the  Allen  Group,  a  $300- 
million  New  York-based  auto-parts-mak- 
er, and  he  commissioned  a  study  on  the 
subject  last  year  by  outside  consultants. 
The  results  convinced  him  of  two  things: 
that  raiders  focus  on  healthy,  not  unpro- 
ductive companies  ("The  records  of  Cop- 
perweld,  Microdot  and  Carborundum 
were  excellent,"  he  says)  and  that  the 
successful  raider  is  generally  left  with  a 
hostile,  unmotivated  management. 

Northwest  Industries,  a  company  in 
the  business  of  conglomerating,  goes 
along  with  Kissinger.  In  the  aftermath  of 
its  abortive  attempt  to  take  over  B.F. 
Goodrich  in  the  late  Sixties,  NI  adopted 
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a  firm  policy  of  never  participating  in 
unfriendly  takeovers.  "You  can't  expect 
management  to  be  motivated  after 
you've  gunned  them  to  death,"  says  an 
NI  spokesman.  And  even  on  a  friendly 
basis,  NI  will  acquire  only  those  compa- 
nies whose  managements  agree  to  stay 
on.  There  is  an  even  more  important 
consideration:  A  friendly  merger  allows 
NI  complete  access  to  the  books  and 
figures  in  order  to  make  a  more  thorough 
evaluation.  A  raid  does  not. 

At  any  rate,  companies  are  devising 
ways  to  discourage  takeovers.  At  Minne- 
apolis-based Control  Data  Corp.'s  recent 
annual  meeting,  for  example,  sharehold- 
ers voted  to  adopt  two  amendments  to 
the  company's  articles  of  incorporation — 
both  dealing  with  Control  Data  as  a  po- 
tential target.  One  article  requires  the 
directors  to  consider  "all  relevant  '  fac- 
tors, including  the  expected  social  and 
economic  effects  a  merger  would  have  on 
the  employees,  community  and  custom- 
ers. The  second  prohibits  a  stockholder 
who  gains  control  from  making  subse- 
quent merger  moves  or  transferring  as- 
sets unless  either  two-thirds  of  the  mi- 
nority stockholders  agree  or  the  stock- 
holders are  paid  a  premium  over  the 
tender-offer  price. 

"In  other  words,  you  can't  rape  the 
place  even  if  you  get  in,"  bellows  John 
Reed,  a  Control  Data  vice  president. 

The  only  shareholders  who  voted 
against  the  two  amendments  were .  the 
institutional  investors,  whose  fiduciary 
responsibility  probably  demands  that 
they  will  have  to  take  the  best  price  for 
their  stock — and  never  mind  the  moral 
consequences. 

Rubbermaid,  Inc.  in  Wooster,  Ohio 
took  steps  similar  to  Control  Data's.  If 
anyone  gains  controlling  interest  of  the 
company's  outstanding  shares,  the  re- 
maining minority  shareholders  have  a 
right  to  redeem  their  shares  at  the  better 
of  three  options:  (1)  the  highest  price  the 
raider  paid;  (2)  the  highest  price  in  the 
past  18  months;  (3)  book  value. 

Paying  off  shareholders  in  this  man- 
ner, Rubbermaid  figures,  could  wipe  out 
whatever  assets  a  raider  may  acquire  in  a 
takeover  of  the  company — a  consider- 
ation aimed  at  discouraging  such  a  move. 
In  both  companies  shareholders  who 
don  t  tender  their  stock  are  now  protect- 
ed from  the  classic  "freezeout."  Such 
amendments,  criticized  as  mere  ploys  to 
protect  management,  have  yet  to  be  test- 
ed in  the  courts. 

At  the  moment,  a  beseiged  manage- 
ment's best  friend  is  probably  his  home 
state's  statutes  regulating  tender  offers; 
35  states  have  them.  Virginia  was  the 
first  to  enact  a  takeover  law  in  1968,  the 
same  year  Congress  passed  the  Williams 
Act,  which  essentially  left  the  door  open 
for  cash  takeover  bids. 

While  the  Williams  Act  required  a 
raiding  company  to  make  certain  disclo- 


sures, such  as  identifying  itself  and  the 
source  of  its  funds,  it  still  enabled  raiders 
to  launch  a  surprise  attack.  It  also  per- 
mitted a  tender  offer  to  be  held  open  for 
only  eight  days,  hardly  enough  time  for 
an  incumbent  management  to  marshall 
its  forces  or  be  rescued  by  a  friendly 
corporation,  a  "White  Knight.  Many 
believe  the  Williams  Act  has,  over  the 
years,  tipped  the  balance  in  favor  of  the 
bidder.  At  least  it  did  little  to  discourage 
takeovers,  though  it  did  assure  stock- 
holders a  better  break. 

"Certain  state  statutes  have  insulated 
companies,  providing  them  protection 
they  are  not  entitled  to,"  says  Harold 
Williams.  But  though  management  has 
benefited  from  state  laws,  so  have  share- 
holders. In  one  instance  last  year  share- 
holders of  Ba"bcock  &  Wilcox  reaped 
$228  million  more  than  they  would  have, 
had  not  state  laws  prevailed.  In  March 
United  Technologies  bid  $42  a  share  for 
B&W.  By  August— after  months  of  state 
red  tape — J.  Ray  McDermott  won  out, 
paying  $65  a  shart. 

But  the  states  may  no  longer  be  able  to 
serve  as  buffers.  A  recent  decision  by  a 
U.S.  district  court  has  jeopardized  the 
use  of  state  laws  as  a  defense  to  unfriend- 
ly tenders.  The  case  involved  Great 
Western  United  Corp.'s  bid  to  take  over 
Idaho-based  Sunshine  Mining  Corp. 
Idaho  officials  found  Great  Western's 
disclosures  inadequate  and  an  adminis- 
trative order  delayed  its  tender  offer. 
Great  Western  sued  in  the  U.S.  district 
court  in  Texas  declaring  the  Idaho  stat- 
ute invalid. 

The  Idaho  takeover  statute,  the  court 
held,  "is  neither  legitimate  nor  local  in  its 
application.  "  The  purpose  of  the  statute, 
the  court  states,  "is  to  thwart  tender  offers 
and  thereby  prevent  removal  of  the  target 
company  or  its  management,  the  closing  of 
a  plant  and  related  effects  on  the  state's 
economy."  Under  federal  law  (which  su- 


percedes state  law),  a  statute  may  not  be 
enacted  solely  for  the  protection  of  local 
economic  interests.  Most  state  laws  paral- 
lel Idaho's  and,  as  the  district  court  put  it, 
place  "the  tools  of  delay  .  .  .  within  and 
only  within  the  reach  of  management"  and 
remove  "all  impediments  to  the  offer  if 
management  approves."  The  case  is  now 
under  appeal  and  is  likely  headed  for  the 
U.S.  Supreme  Court. 

However,  even  if  the  state  laws  are 
thrown  out  by  the  U.S.  Supreme  Court, 
managements  won't  be  left  defenseless. 
Even  though  Harold  Williams  and  the 
SEC  do  not  want  to  see  takeovers  done 
away  with,  they  recognize  that  the  exist- 
ing Williams  Act  probably  isn't  strong 
enough.  So  the  SEC  has  proposed  new 
regulations  which  would  increase  the 
withdrawal  period  from  seven  to  ten  days 
or  longer  if  a  competing  offer  is  made — 
giving  stockholders  more  time  to  think 
things  over.  It  would  also  require  that  a 
tender  offer  be  open  at  least  15  days.  The 
Hart-Scott-Rodino  Antitrust  Act  adds 
even  tougher  rules:  It  requires  a  raider  to 
wait  15  days  before  completing  a  cash 
offer  and  30  days  in  an  offer  involving 
securities.  Moreover,  the  bidder  has  to 
notify  the  Federal  Trade  Commission  and 
Justice  Department  of  any  merger  in 
which  one  company  has  more  than  $100 
million  in  sales  and  the  other  $10  million. 

Unless  things  quiet  down,  these  regu- 
latory changes  may  be  a  prelude  to  big- 
ger ones.  A  wave  of  congressional  hear- 
ings this  summer  is  aimed  at  a  reval- 
uation of  the  antitrust  laws  that  could 
result  in  their  overhaul  and  new  legisla- 
tion directly  affecting  conglomerate 
mergers.  Sparked  by  the  recent  LTV- 
Lykes  merger,  one  cjuestion  the  Senate 
Antitrust  &  Monopoly  subcommittee 
will  be  asking  top  regulator)  officials, 
executives  and  civic  leaders:  Should  a 
merger  be  judged  solely  on  its  competi- 
tive impact  or  also  on  the  social  impact  it 
can  have  on  a  community? 

For  businessmen  all  this  poses  a  tough 
dilemma.  Do  they  really  want  to  encour- 
age laws  that  make  it  more  difficult  lor 
stockholders  to  sell  to  whom  they  wish? 
Isn't  that  going  to  encourage  other  laws 
that  will  restrict  management's  right  to 
close  plants  or  lay  off  unneeded  workers? 

Yet,  on  the  other  hand,  if  some  c  orpo- 
rations persist  in  using  their  econbmic 
power  to  impose  unfriendly  takeovers  on 
well-run  companies  whose  stocks  just 
happen  to  be  bargains  at  the  moment, 
then'  public  opinion  is  going  to  demand 
that  the  government  "do  something."  In 
the  long  run,  business  isn't  going  to  like 
what  government  does  because  it  will 
strengthen  the  power  of  the  state  over 
business  decision-making. 

At  this  point,  a  little  restraint  on  the 
part  of  would-be  acquirers  would  be  a 
good  idea.  But  there  isn't  much  sign  of 
that.  So  the  game  goes  on.  And  the 
backlash  mounts.  ■ 
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The  Summit 


Jimmy,  Helmut,  Takeo,  Valery  and  the 
other  boys  staged  an  economic  happening 
in  Bonn.  But  not  much  happened. 


By  JOHN  BERRY 

Mid-July's  economic  summit  grabbed 
time  on  the  boob  tubes  of  the  planet  by 
gathering  together  the  statesmen  of  the 
Western  World  and  putting  them 
through  the  motions  of  trying  to  "solve" 
global  economic  problems.  Predictably, 
no  new  solutions  developed. 

But  neither  was  any  harm  done.  The 
real  action  wasn't  among  the  heads  of 
state  anyway,  but  among  the  different 
nations'  technocrats  who  were  forced  to 
listen  to  and  grapple  with  other  people's 
problems.  That  is  a  positive  good — even 
though  it  doesn't  solve  the  problems  of 
inflation,  unemployment,  trade  wars, 
currency  turmoil  and  recession.  Fortu- 
nately, however,  summit  or  no,  nature 
and  economic  forces  seem  to  be  mitigat- 
ing the  problems  that  the  statesmen 
were  hemming  and  hawing  about. 

Take  that  old  bugaboo,  the  OPEC 
trade  surplus — remember  the  "recy- 
cling" crisis?  It  seems  to  be  taking  care  of 
itself  as  the  Saudis  and  Kuwaitis  and 
Iranians  find  ways  to  spend  their  new- 


found wealth.  The  gap  was  $41  billion  in 
1976.  This  year  it  may  be  as  low  as  $17 
billion.  Next  year,  probably  lower  still. 

The  Germans  and  Japanese  have  been 
claiming  that,  by  keeping  domestic  oil 
prices  low,  the  U.S.  is  wasting  oil.  In 
fact,  the  sharp  appreciation  in  yen  and 
deutsche  marks  over  the  past  year  have 
so  reduced  the  cost  of  oil  (still  priced  in 
dollars  worldwide)  to  Germans  and  Japa- 
nese that  there  is  little  difference  be- 
tween the  cost  here  and  there.  Mean- 
while, price  increases  and  conservation 
measures  are  reducing  U.S.  oil  use.  As  a 
result  a  1%  increase  in  the  U.S.  gross 
national  product  now  requires  only  a 
0.8%  increase  or  less  in  oil  consumption; 
the  ratio  used  to  be  at  least  one  to  one. 
Why  isn't  President  Carter  bragging 
about  this?  Silly  question.  He  still  wants 
to  get  his  energy  bill  through  Congress. 

Inflation?  The  situation  isn't  rosy  but 
neither  is  it  frightening.  In  Germany 
consumer  prices  rose  only  2.5%  in  the 
year  ending  in  June.  In  Japan,  3.5%.  In 
Britain,  7.7%,  lowest  in  years.  The  U.S. 
had  a  bad  first  half  so  far  as  inflation  is 


President  Carter  and  Germany's  Schmidt 
The  gains  were  ahead  anyway. 

concerned,  but  some  of  this  was  a  fluke, 
and  the  figures  will  definitely  look  better 
in  the  second  half  (see  p.  81). 

Where  the  politicians  should  have 
been  decisive  they  weren't.  The  Japa- 
nese refused  to  budge  much  on  the  trade 
restrictions  that  make  it  difficult  for 
Americans  and  other  foreigners  to  sell  in 
their  country.  The  Germans  grudgingly 
gave  a  little  ground  to  foreign  pleas  that 
they  stimulate  their  economy  so  that  it 
could  take  more  imports.  But  both  the 
German  and  Japanese  surpluses  are  al- 
ready shrinking  as  the  cheaper  dollar 
combines  with  mild  economic  stimulus 
to  reduce  their  trade  advantages.  Still, 
those  surpluses  will  remain  a  threat  to 
world  economic  stability. 

To  sum  up  the  summit:  a  harmless 
exercise  that  may  actually  have  done 
some  marginal  good.  ■ 


Thinking  The  Unthinkable 

A  pioneer  free-trader  comes  to  the  reluctant  conclusion 
that  only  a  return  to  tariffs  will  check 
the  German-Japanese  onslaught  on  U.S.  markets. 


Since  the  Germans  and  Japanese  are 
unwilling  to  take  the  painful  measures 
needed  to  bring  their  trade  with  the 
U.S.  into  better  balance,  what  is  to  be 
done?  Simply  permitting  the  dollar  to 
decline  in  value  against  the  yen  and  the 
deutschemark  seems  not  to  have  done 
the  trick.  From  Edward  M.  Bernstein, 
the  sage  of  Bretton  Woods  and  a  lifelong 
advocate  of  free  trade,  comes  this  reluc- 
tant proposal:  Raise  U.S.  tariffs. 

Says  Bernstein,  now  73  and  author  of 
Washington-based  analytical  reports  on 
monetary  affairs  read  by  central  bankers 
and  economic  officials  throughout  the 


world:  "A  uniform  U.S.  tariff  on  imports 
of,  say,  10%  might  be  beneficial." 

This  from  a  man  who  is  no  narrow- 
minded  protectionist  mouthing  propa- 
ganda from  the  American  Iron  &  Steel 
Institute.  He  played  a  key  role  in  formu- 
lating the  U.S.'  postwar  liberal  trade 
policy. 

Sure,  he  acknowledges,  oil  is  an  enor- 
mous problem  that  cannot  be  ignored. 
True,  our  faster  economic  growth  vis-a- 
vis Europe  and  Japan  has  hurt.  Oh  yes, 
less  inflation  in  this  country  would  help 
and  success  of  the  current  Geneva  trade 
talks  would  be  a  good  thing. 


But  to  Bernstein  the  principal  prob- 
lem in  our  dismal  trade  picture  is  this:  "A 
lot  of  countries  look  upon  us  as  a  depres- 
sion market  where  they  can  sell  that  part 
of  their  output  that  cannot  be  absorbed 
by  their  home  markets."  Dumping? 
"Let's  call  them  'unfair'  trade  practices," 
says  Bernstein  with  a  wry  smile.  "We 
must  be  diplomatic  about  these  things." 

Bernstein  reels  off  a  dismal — and  con- 
vincing— set  of  statistics.  Since  the 
fourth  quarter  of  1975,  our  current  ac- 
count (which  includes  trade  and  invest- 
ment income)  has  deteriorated  by  nearly 
$50  billion  a  year,  a  staggering  sum. 
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Between  1975-1977,  domestic  spending 
on  goods  increased  $189  billion.  Of  that, 
nearly  29%  was  supplied  by  increased 
imports.  "Such  a  proportion  is  unprece- 
dented in  our  history,"  says  Bernstein. 
Last  year  U.S.  output  of  goods  increased 
only  7%,  yet  imports  from  Western  Eu- 
rope zoomed  36%  and  imports  from  Ja- 
pan almost  47%.  In  the  first  half  of  1978, 
our  current  account  deficit  with  Japan 
just  about  equaled  that  with  the  OPEC 
countries. 

Concludes  Bernstein:  "There's  no  way 
to  account  for  these  extraordinary  in- 
creases by  the  normal  patterns  of  trade. 
It  appears  some  countries  are  behaving 
like  the  mercantilists  of  old,"  whose  phi- 
losophy was  to  get  a  trade  surplus  re- 
gardless of  the  methods. 

Oil?  "Between  the  first  quarter  of  1977 
and  first-quarter  1978,  our  deficit  with 
OPEC  was  reduced  by  $1.1  billion  as 
imports  fell  by  11.9%.  By  contrast,  our 
trade  balance  with  Western  Europe  fell 
from  a  large  surplus  to  a  deficit  and  our 
deficit  with  Japan  increased  by  160%." 

Bernstein  chuckles  at  Japan's  and  Eu- 
rope's finger-wagging  at  the  U.S.  "They 
blame  the  dollar's  troubles  on  energy 
and  say  we  should  reduce  imports  of  oil. 
They  say  we  should  lower  our  rate  of 
inflation  and  thus  become  better  export- 
ers. That's  what  they  would  like  us  to 
believe." 

Bernstein  doesn't  think  the  U.S.  can 
get  rid  of  its  deficits  through  more  ex- 
ports alone.  "Politically,  other  countries 


Monetary  Expert  Bernstein 


Heresy  begins  at  73. 

are  unwilling  to  accept  the  increase  in 
U.S.  exports  it  would  take  to  put  our 
trading  account  into  balance."  Nor  will 
Germany  and  Japan,  moreover,  willingly 
undergo  the  domestic  economic  disrup- 
tion that  would  arise  from  cutting  back 
exports  to  this  country. 


Volatile  exchange  rates  and  unfair 
trade  practices  are  why  we  have  to  con- 
sider something  like  10%  tariffs,  says 
Bernstein. 

"This  is  not  protectionism  where  you 
have  different  rates  for  different  prod- 
ucts. This  would  be  a  tax  on  all  imports. 
What  if  Europe  and  Japan  put  a  similar 
levy  on  U.S.  imports?  "I  don't  mind  that 
at  all,"  responds  Bernstein.  He  argues 
that  the  hurdles  will  affect  Japan  and 
Germany  far  more  than  the  U.S. 

A  man  with  intimate  knowledge  of 
international  finance,  Bernstein  main- 
tains that  the  costs  of  a  continuing  import 
flood  in  lost  U.S.  production  far  exceed 
what  we'd  lose  by  erecting  a  10%  tariff. 

The  reason  the  U.S.  has  been  rather 
tolerant  so  far  is  that  employment  in  this 
country  has  grown  significantly  during 
this  period.  But  for  a  variety  of  reasons, 
including  a  coming  slowdown  in  our 
economy,  he  feels  that  this  safety  valve 
will  be  shut  off  and  that  the  U.S.  govern- 
ment will  be  under  growing  pressure  to 
slow  down  those  imports.  Bernstein  has 
never  believed  the  much-touted  virtues 
ol  floating  exchange  rates.  "The  experi- 
ence of  the  recent  past  does  not  encour- 
age the  view  that  falling  exchange  rates 
will  of  themselves,  in  all  circumstances, 
result  in  a  marked  change  in  the  trade 
balance." 

He  devoutly  hopes  that  the  devalued 
dollar  will  really  turn  things  around,  but 
if  it  doesn't,  he  says,  we  should  be  ready 
to  get  tough.  ■ 


Milton's 
Paradise  Lost 

Why  money  supply  theory  is  losing  ground 
and  why  the  very  data  it  uses  is  becoming 
unreliable.  Sorry  about  that,  Professor  Friedman. 


By  BEN  WEBERMAN 

The  past  few  years  have  been  glory 
years  for  monetarist  economists.  With 
their  emphasis  on  the  size  of  the  money 
supply  as  the  key  economic  determi- 
nant,* their  influence  on  modern  eco- 


*  Monetarism  says  that  the  way  to  stimulate 
the  economy  is  to  increase  the  money  supply; 

the  way  to  cool  it  down  is  to  shrink  the  n  \ 

supply;  the  way  to  avoid  inflation  is  to  ho'd 
growth  of  the  money  supply  about  equal  with 
real  economic  growth.  It  is  a  simplistic  theon 
which  figures  that  prices  are  determined  al- 
most solely  by  the  amount  of  money  in  circu- 
lation. By  raising  or  lowering  interest  rates, 
the  policymakers  are  supposed  to  be  able  to 
decrease  or  increase  bank  lending  and  thus 
the  size  of  the  money  supply. 


nomic  policy  has  been  tremendous. 
Even  the  Federal  Reserve  Board,  that 
supposed  seat  of  eclectic  economics,  has 
all  but  fallen  to  them. 

Alas.  The  monetarist  ranks  are  about 
to  be  thrown  into  confusion.  They  tend 
to  build  their  economic  reading  around  a 
couple  of  specific  sets  of  numbers  known 
as  M  l  (cash  in  circulation  and  deposits 
in  checking  accounts)  and  M-2  (M-l  plus 
time  deposits  other  than  large  negotiable 
certificates  of  deposit  and  savings  ac- 
counts  in  commercial  banks).  These  fig- 
ures come  out  every  week  with  a  one- 
week  lag;  they  are  timely.  If  these  two 
aggregates  are  growing  too  fast,  then  the 
monetarists  want  to  tighten  credit  by 
raising  interest  rates.  The  problem  is 
that  after  Nov.  1,  M-l  and,  possibly,  M-2 


are  going  to  lose  much  of  their  validity  as 
a  measure  of  the  potential  spending  pow- 
er in  the  economy. 

Starting  Nov.  1,  the  Federal  Reserve 
Board  will  permit  banks  to  offer  accounts 
that  transfer  deposits  automatically  from 
savings  to  cheeking  when  the  checking 
account  falls  to  some  predetermined 
minimum  level.  As  a  result,  many  peo- 
ple will  hold  only  minimal  balances  in 
their  checking  accounts.  Mutual  savings 
banks  and  savings  and  loan  institutions 
are  fighting  this  regulation.  If  they  fail  to 
stop  it,  they  will  probably  get  similar 
privileges  from  their  own  regulatory 
bodies.  Many  already  may  offer  checking 
privileges. 

That's  good  for  bank  depositors.  It's 
terrible  for  monetarists.  For  what  hap- 


pens  to  M-l  when  money  shifts  from 
demand  cheeking  deposits  to  time  sav- 
ings deposits?  It  goes  down,  of  course. 
But  will  the  decline  signal  that  the  mon- 
ey supply  is  shrinking  or  simply  that 
people  prefer  earning  interest  to  not 
earning  interest? 

M-2  will  fare  a  bit  better,  since  it 
already  includes  time  (savings)  deposits. 
Trouble  is,  M-2  includes  only  those  time 
deposits  that  are  in  commercial  banks, 
not  those  in  savings  banks.  Supposing 


the  new  banking  regulations  lead  to  a 
shift  of  money  from  commercial  banks  to 
savings  institutions?  Or  vice  versa?  In 
either  case,  it  will  foul  up  the  money 
supply  figures. 

Of  course,  there  is  M-3,  which  in- 
cludes M-2  plus  deposits  in  savings  insti- 
tutions. But  M-3  comes  out  only  once  a 
month  and  that  with  a  one-month  delay. 
That  s  a  pretty  outdated  yardstick  com- 
pared with  the  weekly  M-l  and  M-2  with 
a  one-week  lag. 

So  how  do  you  practice  monetarism  if 
you  don't  have  dependable  money  sup- 
ply figures? 

When  Board  Chairman  G.  William 
Miller  spoke  to  the  Association  of  Prima- 
ry Dealers  in  U.S.  Government  Securi- 
ties in  New  York  on  July  11,  he  pointed 
out  that  the  potentially  massive  shifts  of 
consumer  deposits  may  make  it  neces- 
sary to  redefine  money  supply  or  even  to 
downgrade  it  as  a  policy  target,  at  least 
until  the  degree  of  substitution  of  savings 
for  demand  deposits  has  been  thorough- 
ly examined  and  analyzed.  This  could 
take  years. 

Among  other  complications  are  the 
dramatic  shifts  taking  place  within  the 
banking  and  savings  industries  in  recent 
years.  Introduction  of  corporate  cash 
management  techniques,  of  negotiable 
order  of  withdrawal  savings  accounts  and 
other  means  of  minimizing  idle  cash  de- 
posits have  played  havoc  with  the  mea- 
sures of  money.  For  example,  M-l, 
which  is  narrowly  defined  money  sup- 
ply, does  not  count  Treasury  bills,  which 
are  just  as  usable  for  quick  money  as  a 
demand  deposit.  M-2  is  also  reduced  if 
money  moves  to  a  savings  and  loan. 

Even  without  these  problems,  there 
were  signs  of  a  growing  disenchantment 
with  monetarism  at  the  Federal  Beserve 
Board.  The  Federal  Open  Market  Com- 
mittee has  tightened  credit  substantially 
by  raising  the  federal  funds  rate  (the  rate 
that  commercial  banks  charge  each  other 
for  overnight  loans)  from  4%%  in  April 
1977  to  7%%  in  mid-June  1978,  and  yet 


the  growth  rate  of  the  money  supply  has 
not  slowed  a  bit.  In  short,  the  Fed 
pushed  the  monetarist  button  but  noth- 
ing happened. 

Opponents  of  monetarism  argue  that 
the  Milton  Friedman-Federal  Beserve 
Bank  of  St.  Louis  theorists  and  their 
disciples  have  put  the  cart  before  the 
horse.  Everyone  agrees  that  money  sup- 
ply grows  faster  when  the  economy  is 
expanding  and  grows  more  slowly  when 
the  economy  is  slowing  down.  But  which 


is  the  cause  and  which  the  effect?  No 
monetarist  has  yet  been  able  to  deter- 
mine a  precise  link  between  changes  in 
money  and  changes  in  the  economy. 
They  have  been  examining  the  "lags' 
between  changes  in  policy  and  changes 
in  economic  activity  for  decades  and  can- 
not yet  find  a  close  relationship. 

Monetarists  charge  that  the  Fed  has 
never  followed  a  strictly  monetarist  poli- 
cy. To  do  so  would  require  draining  of 
credit  through  open  market  operations 
whenever  money  supply  exceeds  per- 
missible ceilings  by  the  slightest 
amount.  That  could  mean  credit  tighten- 
ing that  would  bring  short-term  interest 
rates  of  15%  to  20%,  or  more.  That's  fine 
for  theoreticians,  but  not  even  the  Fed- 
eral Beserve  could  impose  this  kind  of 
tightness  on  the  economy.  The  conse- 
quence is  that  when  interest  rates  start 
to  rise  rapidly,  the  central  bankers 
squeeze  a  little  less  than  monetarists 
would  like  and  frustrated,  die-hard  mon- 
etarists sulk. 


In  spite  of  this  straying  from  the  True 
Path,  most  people  would  concede  that 
the  Federal  Beserve  Board  has  been 
monetarist-oriented  at  least  since  Arthur 
Burns'  time.  But  this  in  itself  represent- 
ed a  conversion. 

The  Fed  has  not  always  been  monetar- 
ist or  even  near-monetarist.  It  was  not 
until  1966  that  the  central  bank  began  to 
use  a  bank  credit  proxy  parameter  in  its 
directive  to  the  manager  of  the  Federal 
Open  Market  Trading  Desk.  Previously, 
the  Fed  looked  only  at  bank  reserve 
positions.  If  the  banks  had  a  sizable 
amount  of  free  reserves,  they  were  in  a 
position  to  make  loans  aggressively — 


never  mind  whether  they  were  making 
them  or  not.  When  banks  were  short  of 
reserves,  that  is,  borrowing  from  the 
Fed's  discount  window  and  running  net 
borrowed  reserve  positions,  they  were 
tight  and  reluctant  to  lend. 

The  first  time  that  money  supply  was 
mentioned  in  Federal  Open  Market 
Committee  minutes  was  at  the  Jan.  15, 
1970  meeting — the  very  last  meeting  at 
which  William  McChesney  Martin  was 
chairman.  By  1972  the  monetary  aggre- 
gates became  a  major  variable  under  ob- 
servation of  the  officials. 

In  1972  the  size  of  M-l  and  M-2,  not 
free  reserves,  became  the  chief  target  for 
policy  officials.  Other  measures  of  credit 
and  interest  rates  were  subordinated.  In 
1975  Burns  agreed  to  make  quarterly 
trips  to  the  Hill,  alternating  between  the 
House  Banking  Committee  and  the  Sen- 
ate Banking  Committee,  to  outline  mon- 
etary growth  targets  for  the  coming  year 
in  terms  of  M-l,  M-2  and  even  M-3.  The 
use  of  aggregates  as  a  tool  of  credit  policy 
was  thus  formalized  in  the  public  mind. 

Failure  to  achieve  these  targets,  espe- 
cially in  the  case  of  M-l,  has  been  a 
disappointment  and  a  disillusionment  to 
monetarists. 

Maybe  the  lesson  of  credit  policy  was 
not  learned  well  enough  in  the  1930s 
when  the  Fed  was  trying  to  stimulate 
this  country  out  of  deep  depression  by 
creating  an  enormous  amount  of  bank 
credit.  But  no  one  wanted  to  borrow. 
Interest  rates  fell  into  the  cellar.  A  three- 
month  Treasury  bill  carried  an  annual 
interest  yield  of  less  than  one-half  per- 
cent. Generating  borrower  demand  by 
creating  credit  when  no  one  dares  to 
borrow  is,  the  saying  goes,  "like  pushing 
on  a  string.  "  Creation  of  money  does  not 
create  demand  for  consumer  goods  or  for 
capital  expansion.  Nor  does  draining 
money  prevent  innovative  users  of  credit 


from  finding  some  source  outside  the 
banking  system,  outside  the  financial 
system,  even  outside  of  this  country. 

When  Chairman  Miller  voted  against 
the  majority  of  the  Federal  Beserve 
Board  last  month  on  the  decision  to  raise 
the  discount  rates  yet  again,  Miller  was 
breaking  sharply  with  Burns'  policy.  Mil- 
ler seemed  to  be  saying:  To  hell  with  the 
money  supply,  real-world  business  con- 
ditions do  not  call  for  higher  interest 
rates.  There  seems  to  be  an  important 
change  brewing  at  the  Fed.  For  some  of 
its  implications  for  businessmen  and  in- 
vestors see  The  Bond  &  Capital  Markets, 
page  82.  ■ 


". . .  Fed  Chairman  G.  William  Miller  .  .  .  pointed  out 
that  the  potentially  massive  shifts  of  consumer  de- 
posits may  make  it  necessary  to  redefine  money  supply 
or  even  to  downgrade  it  as  a  policy  target .  .  ." 


".  .  .  Creation  of  money  does  not  create  demand  for 
consumer  goods  or  for  capital  expansion.  Nor  does 
draining  of  money  prevent  innovative  users  of  credit 
from  finding  sources  outside  the  banking  system  .  . ." 
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"We  Missed  The  Boat. .  .  . 
We  Were  Unsmarted" 

Anheuser-Busch  was  scornfully  aware  of  every  move  rival  Miller  Brewing 
was  making.  But  by  the  time  it  woke  up,  its  once  insignificant  rival  was 
calling  the  shots  and  the  St.  Louis  giant  was  merely  reacting. 


By  ROBERT  J.  FLAHERTY 

John  A.  Murphy,  the  big,  joking,  ener- 
getic head  of  Philip  Morris'  Miller  Brew- 
ing Co.  (Forbes,  July  10)  keeps  a  voo- 
doo doll  named  "August"  in  his  Milwau- 
kee office.  Under  his  desk  is  a 
small  foot  rug  bearing  Anheuser- 
Busch  s  eagle  trademark.  Figura- 
tively, if  not  literally,  every  time 
Murphy  pricks  the  doll  or  steps  on 
the  rug,  Anheuser-Busch  Chair- 
man and  President  August  Adol- 
phus  Busch  III  winces. 

For  six  years  now,  Murphy  s 
Miller  has  been  walking  all  over 
St.  Louis'  Anheuser-Busch,  Inc. 
In  1972  Miller  sold  only  5.4  mil- 
lion barrels  of  beer  to  Anheuser's 
26.5  million.  By  last  year  the  gap 
had  narrowed  amazingly.  The 
score:  Miller,  24.2  million;  An- 
heuser,  36.6  million.  The  gap  is 
still  narrowing.  For  1978  Miller  is 
probably  going  to  sell  at  least  32 
million  barrels,  a  33%  gain,  to  An- 
heuser's 41  million,  a  12%  gain.  A 
smiling  Murphy  tells  everyone: 
It's  not  a  question  of  "if  but  of 
"when"  Miller  will  pass  them. 

Caught  in  the  middle  of  the  bat- 
tle between  the  two  companies, 
Schlitz,  Pabst  and  Coors  have 
been  major  victims.  Their  market 
shares  as  well  as  earnings  have 
declined. 

But  while  competitors  were  be- 
ing mauled,  Anheuser-Busch  failed  to 
launch  an  effective  counterattack  against 
Miller,  being  satisfied  with  merely  de- 
fensive measures.  As  every  player  of  war 
games  knows,  a  good  offense  is  the  best 
defense. 

"We  didn't  take  Miller  seriously  but 
we  do  now,    says  Dennis  P.  Long,  who 


heads  Anheuser's  beer  business.  "Their 
goal  to  become  number  one  is  the  kind  of 
thing  you  post  on  the  locker  room  wall — 
and  we  do  around  here.  This  threat  has 
united  employees  and  management  to 
fight  a  common  enemy. 


Anheuser-Busch  s  August  Busch  III 
Trained  since  birth  to  keep  A-B  number  one 


"They  say  Miller  is  innovative,  that  its 
ads  are  creative,  that  it  brings  out  new 
products  to  create  new  market  seg- 
ments, that  it's  gaining  market  share." 
Long  almost  shouts  this.  "Aren  t  we  do- 
ing all  these  things,  too?  In  the  last  12 
months  we  have  introduced  more  new 
products,  more  new  ads,  added  more 


new  marketing  people  and  worked  hard- 
er than  in  any  similar  time  in  the  history 
of  Anheuser-Busch." 

Stupid,  no.  Complacent,  yes.  A  classic 
case  of  self-deception.  Trim,  young  (now 
41)  August  Busch,  who  took  over  as  chief 
executive  in  May  1975  from  his 
father.  Gussie,  now  retired, 
seemed  to  be  doing  all  the  right 
things.  He  developed  a  whole  new 
team  of  younger,  hard-driving  ex- 
ecutives, many  of  them  M  B  A  - 
educated.  Nor  was  August  III 
himself  untested  when  he  got  the 
top  job.  His  training,  in  fact,  be- 
gan almost  at  the  moment  of  his 
birth.  "A  couple  of  hours  old,  the 
first  thing  I  ever  had  rn  my  mouth 
was  five  drops  of  Budweiser,  he 
says.  Thus  did  his  father  begin  to 
dedicate  his  oldest  son  to  the  beer 
business  which  had  been  in  the 
family  since  1873.  But  the  son 
never  had  a  sure  thing.  As  Gussie 
told  Forbes  in  1971.  his  son 
would  "not  necessarily"  succeed 
him.  "He  has  to  measure  up  and 
prove  he  can  do  the  job.  " 

After  two  years  at  the  Universi- 
ty of  Arizona.  August  III  settled 
down  to  the  beer  business,  going 
to  Chicago's  Siebel  Institute  of 
Technology  to  become  a  brewmas- 
ter.  To  save  the  two  years  it  would 
have  required  to  become  an 
M.B.A.,  he  had  the  company  en- 
gage as  a  consultant  the  great  au- 
thority on  operations  research.  Professor 
Bussell  Ackoff  of  the  Wharton  School. 
Ackoff  and  Busch  became  fast  friends. 
Says  a  top  Anheuser  executive:  "We 
owned  the  St.  Louis  Cardinals  and 
Busch  Gardens  and  all  that,  but  we  also 
developed  a  solid  underpinning  of  scien- 
tific management  and  planning." 


,6 


FORBES,  AUGUST  7,  1978 


Meanwhile,  rival  Schlitz  was  getting 
scientific,  too.  It  followed  the  Boston 
Consulting  Group  theory,  which  advised 
that  the  way  to  dominance  in  beer,  as  in 
other  businesses,  was  through  becoming 
the  low-cost  producer.  Schlitz  shortened 
the  brewing  cycle,  while  Anheuser  stuck 
with  a  30-day-or-longer  cycle  and  with 
the  more  costly  rice  it  used  rather  than 
the  cheaper  corn  that  Schlitz  and  others 
used.  The  Schlitz  move  was  a  failure. 
Some  of  the  faster-brewed  beer  suffered 
a  taste  change  if  it  stayed  on  the  shelves 
too  long.  Either  because  of 
marketing  problems  or  a  re- 
action to  the  taste,  sales 
slumped.  Now  Schlitz  is  go- 
ing back  to  the  lengthier 
brewing  process. 

So  Anheuser  was  still  king 
of  beer,  and  its  leader  was 
surrounded  by  the  best 
management  talent  money 
could  buy.  Schlitz  was  hum- 
bled and  Miller  wasn't 
worth  thinking  about. 
"Wed  whipped  the  price 
enemy,'  says  Dennis  Long. 
"Now  it  was  time  to  face  our 
union:  the  Teamsters.  Mill- 
er's sales  seemed  so  minor 
we  didn't  really  think  much 
about  them.'' 

Young  August  was  deter- 
mined not  to  give  in  to  the 
union  the  way  his  father  al- 
ways had.  Old  Gussie 
loathed  strikes;  they  might 
cost  the  company  market 
share.  "But  now,"  August 
says,  "the  union  pushed  us 
to  the  cliff.  They  wanted 
written  into  the  contract 
that  they  would  have  the 
right  to  approve  or  disap- 
prove any  changes  in  pro- 
duction before  we  could  im- 
plement them.  They  would 
manage  our  production,  not 
us.  It  was  a  test  of  me.  It 
was  the  first  time  they  had  dealt  with  me 
on  the  front  line." 

The  result  was  a  100-day  strike  in  the 
spring  of  1976.  Anheuser  lost  12  million 
barrels  of  production,  plus  a  lot  of  good- 
will among  union  members.  Sales  for  the 
full  year  were  just  29  million  barrels,  a  6- 
million-barrel  decline  from  1975. 

Meanwhile,  Miller  was  coming  up  on 
the  inside  track.  But  the  Anheuser  team 
didn't  recognize  it.  Why — with  all  its 
depth  of  management?  The  best  answer 
is:  arrogance,  which  led  to  complacency. 

Anheuser  had  always  concentrated  its 
marketing  fire  on  Joe  Sixpack:  male,  a 
heavy  beer-user,  blue  collar.  Mean- 
while, Miller's  Murphy,  recognizing  that 
the  beer  market,  like  other  markets, 
could  be  segmented,  brought  out  Miller 
Lite  and  domestically  made  Lowenbrau. 

Miller   was   also    hitting  Budweiser 


where  it  really  hurt:  right  in  the  Joe 
Sixpack  market.  In  1974  Miller  had 
bought  up  virtually  all  of  the  top  network 
sports  shows:  Monday  Night  Football, 
College  Football  Game  of  the  Week.  Out 
the  window  went  Miller's  tired,  effete 
old  slogan,  "The  champagne  of  bottled 
beer."  In  came  a  jock  image  with  black 
footballer  Bubba  Smith  ripping  off  the 
top  of  a  can  of  Miller  with  his  bare  hands. 

While  Miller  was  stealing  a  marketing 
march,  Busch  was  worrying  about  his 
frayed  profit  margins,  narrowed  in  the 


The  King  of  Beers  seemed  near  death  after  the  1976  strike 
Under  a  new  Busch,  the  marketing  money  flowed  like  beer 


Anheuser  price  competition  with 
Schlitz.  "To  hold  our  margins,"  he  now 
concedes,  "we  de-marketed.  We  got  rid 
of  our  brand  manager  system.  While  we 
were  doing  this,  a  supermarketer  was 
laying  the  seeds  of  his  success.  We  cre- 
ated the  atmosphere  for  that  success." 

While  Anheuser  was  skimping  on  mar- 
keting and  neglecting  new  products, 
Miller  made  quick  inroads  among  blacks, 
college  students  and  at-home  drinkers 
who  liked  sports.  "We  were  perfectly 
aware  of  when  they  bought  the  Monday 
Night  Football  package,"  says  Busch. 
"Perfectly  aware.  We  looked  at  the  cost 
of  that  on  a  total  dollar  basis,  but  not  on  a 
cost-per-thousand-beer-drinkers  basis. 
That's  where  we  missed  the  boat.  We 
were  simply  unsmarted." 

What  made  this  so  galling  was  that 
Busch  had  forgotten  the  operations  re- 


search lessons  Professor  Ackoff  taught 
him:  Don't  concentrate  on  any  single 
aspect  of  your  business,  but  make  sure 
you  consider  all  the  factors  in  relation  to 
one  another.  Concentrating  on  labor  and 
finance,  Busch  had  ignored  marketing, 
had,  in  fact,  penalized  his  marketing  in 
order  to  improve  the  labor  and  financial 
pictures. 

Sure,  Busch  saw  that  Miller  was  push- 
ing hard  with  its  Lite  beer.  But  what  the 
hell,  Gablingers  and  Meister  Braiu  had 
tried  that  low-calorie  stuff  and  failed.  But 
times  had  changed,  and 
Miller  learned  from  the  oth- 
ers' mistakes.  "Miller  ended 
up  with  65%  of  the  light 
beer  market,  which  is  now 
over  7%  of  the  total  beer 
market,"  laments  John  H. 
Purnell,  Anheuser's  direc- 
tor of  planning. 

When  Miller  brought  out 
a  U.S.  -brewed  Lowenbrau 
to  compete  with  Anheuser's 
Michelob,  Anheuser's  re- 
sponse was  to  file  a  com- 
plaint with  the  Federal 
Trade  Commission,  charg- 
ing its  competitor  with  mis- 
leading advertising.  Now, 
Anheuser  has  decided  to  get 
on  the  bandwagon.  "We  will 
have  an  imported  beer," 
Dennis  Long  told  Forbes. 
But  why  did  Anheuser  wait 
almost  a  year? 

In  July  1977  Busch  or- 
dered his  executives  to  de- 
velop a  whole  new  market- 
ing program.  Spending  was 
raised  from  a  prestrike  $30 
million  to  $100  million  in 
1978.  To  get  its  new  brand 
managers  and  a  promotion 
team  in  place  Busch  hired  a 
headhunter  to  bring  in  100 
men  from  places  like  J.  Wal- 
ter Thompson,  PepsiCo, 
Coca-Cola,  Procter  &  Gam- 
ble and  General  Foods. 

Anheuser  decided  to  go  into  the  prod- 
uct-segmentation game  with  a  ven- 
geance with  two  light  beers,  Michelob 
Light  and  lower-priced  Natural.  "Natu- 
ral Light  came  out  with  a  name  that  was 
too  damn  long:  Anheuser-Busch  Natural 
Light  Beer,"  says  Busch.  "Under  the 
pressure  of  time,  we  had  to  get  in  that 
marketplace  before  it  was  solidified  by 
Miller  Lite." 

All  of  Anheuser  advertising  was  looked 
at  critically.  Anheuser  decided  to  aim  at 
ethnic  groups  it  had  ignored  previously. 
While  most  beer  is  consumed  at  home, 
Anheuser's  usually  serious  ads  were  of- 
ten set  in  bars.  Now  Anheuser  tried 
some  ads  featuring  black  singer  Lou 
Bawls  and  comedian  Norm  Crosby — and 
a  "Welcome  Home   theme  as  well. 

While   Anheuser   people   still  think 
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beer  should  have  that  snappy  rice  taste, 
they  have  just  started  selling  corn-sweet- 
ened Busch  beer  in  New  England  at 
premium  prices.  "We  concede  there  is  a 
taste  spectrum,"  says  Dennis  Long.  He 


also  will  soon  launch  a  near  beer  with 
under  1%  alcohol. 

In  sports  Anheuser  has  tried  to 
counter  Miller's  network  TV  spots  in 
ways  that  almost  look  like  an  overreac- 


tion.  Anheuser  is  now  sponsoring  nearly 
200  professional  and  college  teams  and 
some  touch  football,  hydroplane  racing, 
jogging  and  hot-air  ballooning. 

Of  course,  you  can't  write  off  An- 
heuser-Busch. It  is  still  number  one  in 
beer,  a  company  with  $1  billion  in  capital 
and  a  powerful  distribution  system. 
"Right  now,  I  could  sell  Budweiser  in 
paper  cups,"  says  Long.  Busch  expects 
sales  to  be  about  $2.6  billion  this  year,  an 
18%  gain.  The  company  will  probably 
earn  $2.50  a  share  this  year,  a  22%  im- 
provement over  last  year's  record  $2.04. 
But  even  those  rising  profits  are  some- 
thing of  a  humiliation.  Here's  why. 
When  Schlitz  was  the  main  enemy,  An- 
heuser-Busch was  competing  mainly  on 
price.  Miller,  by  contrast,  sells  premi- 
um-priced beers  and  competes  with  ad- 
vertising and  promotion.  So  Anheuser- 
Busch  is  raising  prices  again — under 
Miller's  umbrella. 

On  the  over-the-counter  market  where 
it  trades  around  24,  Anheuser-Busch 
stock  has  recovered  from  the  nine-year 
low  of  IS  to  which  it  sank  last  year.  But  as 
recently  as  1972  it  sold  for  69.  Anheuser- 
Busch  and  its  shareholders  have  paid  for 
management's  complacency.  ■ 


A  Sweet  Little 
Investment  

What  with  interest  rates  rising,  people  aren't 
putting  much  money  into  savings  and  loans  these 
days.  So  why  does  everyone  want  to  own  one? 


By  ELIZABETH  BAILEY 

D.K.  Ludwig,  the  publicity-shy  billion- 
aire shipping  magnate,  just  bought  one. 
Entex,  Inc.,  a  Houston-based  utility 
company,  bought  one  last  year  and  is 
about  to  buy  another.  Beneficial  Corp., 
the  $3.3-billion  consumer  loan  company, 
bought  part  of  one  and  is  thinking  out 
loud  about  picking  up  the  whole  thing. 
Why,  suddenly,  does  everyone  want  to 
run  a  savings  and  loan  association? 

Harold  Millard,  a  Houston  partner  of 
the  accounting  firm  of  Peat,  Marwick 
Mitchell  &  Co.,  explains  why  men  like 
Ludwig  do.  "For  an  individual,"  says  the 
round-faced  accountant,  "an  S&L  pro- 
vides the  best  way  to  accumulate  net 
worth  outside  of  the  depletion 
allowance."  He  estimates  that  a  good 
S&L  should  double  its  net  worth  every 
five  years. 

Millard  explains:  "S&Ls  don't  throw 
off  much  cash,  since  most  of  the  earnings 
have  to  go  back  into  a  reserve  to  cover 


bad  debts,  but  they  do  get  a  preferential 
tax  rate  which  averages  out  to  about 
30%.  So  someone  like  Ludwig,  who 
doesn't  want  taxable  income,  can  accu- 
mulate his  net  worth  inside  an  S&L." 

Ludwig' s  purchase  of  the  Houston- 
based  $264-million-assets  Homes  Sav- 
ings Association  last  month  is  the  latest 
acquisition  in  a  string  of  S&Ls  he  owns — 
including  American  Savings  &  Loan  in 
Utah,  Southwest  Savings  &  Loan  in 
Phoenix  and  Westdale  Savings  &  Loan  in 
southern  California.  The  $13.4  million 
that  Ludwig  paid  gave  a  tidy  profit  to 
Home  Savings'  former  owner,  Gulf  Be- 
public  Corp.,  a  Houston-based  holding 
company.  Six  years  ago,  Gulf  Bepublic 
bought  the  S&L  for  $7  million.  As  Mi- 
chael Trahan,  treasurer  of  Gulf  Bepub- 
lic, points  out,  "While  there  is  no  ini- 
tial cash  return,  the  appreciation  can  be 
considerable." 

What's  good  for  an  individual  turns 
out  to  be  good  for  a  company  with  a  cash 
surplus  as  well.  Entex  bought  $515-mil- 


lion-assets  University  Savings  last  year 
instead  of  making  a  further  diversifica- 
tion into  the  risky  oil  and  gas  business. 
Like  Ludwig,  Entex  has  cash  to  spare: 
With  the  booming  housing  market  in 
Houston  providing  a  constant  stream  of 
new  gas  users,  Entex  earned  over  $35 
million  on  revenues  of  some  $610  million 
in  its  latest  reported  12-month  period. 
Entex  is  about  to  acquire  a  second  S&L. 

Many  other  big  corporations  with  ex- 
tra cash  are  going  after  the  S&Ls.  Bene- 
ficial Corp.  recently  bought  20%  of  $1.4- 
billion-assets  First  Texas  Financial  Corp. 
in  Dallas  and  has  publicly  announced  an 
interest  in  acquiring  the  rest  of  the  stock. 
City  Investing,  the  $4.7-billion-assets 
holding  company,  already  owns  one  sav- 
ings and  loan  association  in  southern 
California  and  plans  to  add  another  this 
fall.  Beliance  Group  Inc.,  with  $187  mil- 
lion to  spend,  just  bought  over  5%  of 
$2.8-billion-assets  Gibraltar  Financial 
Corp.  and  nearly  10%  of  $5.4-billion- 
assets  Imperial  Corp.  of  America,  both 
California  holding  companies. 

All  of  this  acquisition  activity  in  the 
S&Ls  has  reversed  the  industry  rule  of 
thumb  that  when  interest  rates  go  up, 
stock  prices  go  down.  The  net  inflow  of 
deposits  to  S&Ls  in  May  was  the  lowest 
since  November  1974. 

No  flaws?  Of  course.  There  are  always 
flaws.  In  this  case,  it's  that  you  had  bet- 
ter not  expect  a  quick  cash  flow  and  that 
you  might  have  to  ride  out  a  rough  year 
or  so.  But  otherwise,  S&Ls  are  among 
the  sweetest  investments  around.  ■ 
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^Smoking. 

Here's 
what  I'm 

doing 
about  it' 


"I  like  the  taste  of  a  good  cigarette 
and  I  don't  intend  to  settle  for  less. 

But  I'm  aware  of  what's  being  said. 

So  I  began  searching  for 
a  cigarette  that  could  give 
me  the  taste  I  like  with  less  tar. 
I  found  Vantage.  A  cigarette  that 
really  gives  a  lot  of  taste.  And  with 
much  less  tar  than  what  I'd 
smoked  before. 

"What  am  I  doing  about  smoking? 
I'm  smoking  Vantage." 


Sir 

w 


G.S.  Cooper  r 
Edmonds,  Washington 


Si 


Warning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


Regular.  Menthol, 
and  Vantage  100's. 


FILTER  100  s :  10  mg.  "tar",  0.8  mg.  nicotine,  FILTER.  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78. 


Money  And  investments 


Safe-Deposit  Boxes 

How  to  use  them  and  how  not  to. 


By  John  Train 


Hfc.RE  ARK  some  cases  I've  encountered: 
Monsieur  Gotalot.  textile  magnate  of 
Lyons,  dies.  Within  hours  his  lady 
friend,  Mademoiselle  Fifi,  is  on  the 
plane  to  Geneva.  She  waltzes  into  the 
bank,  identifies  herself  to  the  manager, 
is  taken  to  the  safe-deposit  vault,  pro- 
duces the  key  to  M.  Gotalot's  box,  emp- 
ties the  valuables  into  an  unusually  large 
handbag  and  off  she  goes.  A  few  days 
later  Mme.  Gotalot,  draped  in  crepe  and 
supported  by  a  son-in-law,  appears  at  the 
bank  and  asks  for  the  manager.  "My  late 
husband  always  told  me  that  if  anything 
happened  I  should  consult  you,  mon- 
sieur" she  whispers,  producing  Gota- 
lot s  passport  and  the  death  certificate. 
'  Out,  madame,"  intones  that  dignitary. 
"Do  you  have  the  key  to  the  box?" 
"Mais,  non,"  stammers  Madame.  She  is 
taken  over  to  the  Palais  de  Justice, 
where  a  judge  issues  an  order.  She  re- 
turns to  the  bank  accompanied  by  a  huis- 
sier,  a  sort  of  bailiff.  The  whole  party 
descends  into  the  vault,  where  under  the 
eye  of  the  manager  (who  knows  what  to 
expect)  and  the  huissier  (who  can  guess), 
a  mechanic  solemnly  drills  open  the  box. 


John  Train  is  president  of  Train,  Smith.  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 


Empty!  Is  there  nothing  else?  Nothing 
at  all?  "Non,  madame." 

A  chorus  of  lamentations  fills  the 
vault.  All  Swiss,  all  Swiss  banks,  this 
particular  bank  and  its  particular  man- 
ager are  accused  of  fraud,  larceny,  em- 
bezzlement and  grave-robbing.  The 
manager  blandly  waits  for  the  storm  to 
subside,  has  an  underling  show  the  un- 
happy widow  and  her  escort  out,  and 
returns  to  work.  The  bereaved  pair  re- 
tire to  a  hotel  bar. 

This  odd  tableau  is  played  out,  with 
variations,  every  working  day  in  Geneva, 
and  indeed  Zurich  and  Basel.  Also,  how- 
ever, in  Minneapolis,  Detroit,  New  Or- 
leans, Miami  and  Spokane. 


/  This  isti  t 
what  I 
ordered! 


Here  s  another:  Mr.  Careful,  de- 
ceased, turns  out  to  have  left  his  will, 
burial  instructions,  cemetery  deed  and 
life  insurance  in  his  safe-deposit  box.  It 
takes  several  weeks  before  his  family 
gets  into  it  through  a  court  order.  In  the 
meanwhile  his  widow  has  to  scrounge  up 
the  money  to  bury  him  in  a  different  spot 
from  the  one  he  intended. 


AliAi 


ML  u  <  i\< 


Even  sadder  is  the  case  of  Mr.  Sly, 
who  doesn't  trust  banks.  (Perhaps  we 
should  call  him  Mr.  W.C.  Fields.)  He 
puts  a  lot  of  money  in  a  safe-deposit  box 
using  an  alias:  Mr.  Souse.  He  dies,  and 
his  widow  can  produce  the  key.  but  not 
two  witnesses  to  testify  that  her  husband 
regularly  called  himself  "Souse."  She 
may  never  get  the  money. 


The  opening  of  the  Grabb  family  box  is 
attended  (as  is  the  rule  in  many  states)  by 
a  state  tax  man.  With  a  smile  he  counts 
out  $55,000  in  greenbacks  that  he  finds 
in  an  envelope,  assuring  the  heirs  that 
they'll  have  a  chance  to  explain  where  it 
all  came  from. 
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Mr.  Jinks'  heirs  are  startled,  on  open- 
ing his  box,  to  see  a  set  of  Polaroid  snaps 
of  the  old  gentleman  disporting  himself 
in  the  altogether  with  a  lady  of  the  fris- 
kier ilk.  Helpful,  perhaps,  for  rebutting  a 
contention  of  the  Internal  Revenue  Ser- 
vice that  a  gift  was  in  contemplation  of 
death,  but  not  necessarily  for  the  morale 
of  Mrs.  Jinks. 


Crepit,  whose  only  son  was  killed  in  the 
war.  When  he  dies  his  former  daughter- 
in-law,  now  remarried,  finds  his  will  in 
his  desk.  To  her  dismay,  it  leaves  every- 
thing to  Harvard.  Does  she  instantly  ring 
up  President  Bok  with  these  comfortable 


tidings?  Alas,  no:  She  pops  the  instru- 
ment into  the  incinerator.  Imagine  her 
chagrin  the  following  week  when  the 
bank,  doing  its  duty,  extracts  from  Mr. 
de  Crepit's  entirely  personal  safe-deposit 
box  a  second  copy  of  the  document,  and 
forwards  it  to  the  state  Register  of  Wills, 
which  in  due  course  transmits  the  good 
word  to  University  Hall. 

Mr.  de  Crepit  had  played  it  safe.  In 
general,  safe-deposit  boxes  are  for  things 
that  should  be  examined  at  leisure  under 
court  protection  when  someone  dies, 
and  for  things  one  doesn't  want  to  lose. 
(In  some  states,  though,  the  next  of  kin 
can  take  out  the  will  forthwith.)  They  are 
not  for  everything  you  own. 


Here,  then,  is  what  does  belong  in  a 
safe-deposit  box:  adoption,  marriage, 
birth  and  death  certificates;  citizenship, 
graduation  and  military  papers;  deeds, 
car  title  papers,  contracts  and  important 
canceled  checks;  stock  and  bond  certifi- 
cates; such  valuables  as  jewelry,  stamps 
and  rare  coins;  unpublished  manu- 
scripts; guns;  insurance  policies  other 
than  life;  photographs  and  inventories  of 
property  (so  they  won't  burn  up  along 
with  the  house  itself);  and  cash  and  gold 
(with  documentation  on  their  source). 

It's  best  not  to  put  in  a  safe-deposit 
box:  the  only  copy  of  a  will;  cemetery 
deeds;  life  insurance  papers  if  there  may 
be  a  hurry  to  collect;  or  cash  not  accom- 
panied by  documentation  showing  its 
source. 

One  probably  shouldn't  keep  one's 
passport  in  the  box,  since  one  ma) 
have  to  make  a  weekend  trip,  and 
there's  no  way  to  gain  access  outside  ol 
banking  hours. 

Safe-deposit  boxes  are  rented  under 
individual,  joint,  partnership,  corporate 


or  fiduciary  contracts.  If  one  joint  renter 
dies,  the  bank  must  be  notified  before 
access  is  attempted. 

A  joint  contract  in  a  state  where  the 
box  is  sealed  on  the  death  of  either  party 
is  often  less  convenient  than  a  contract  in 
the  name  of  the  younger  spouse,  who 
then  appoints  the  older  one  his  or  her 
agent.  That  way,  the  box  needn't  be 
sealed  if  the  older  spouse  dies  first. 

State  laws  differ.  Here  are  some  ques- 
tions to  ask:  Does  a  surviving  joint  renter 
have  immediate  access?  If  not,  how  long 
does  it  take?  Can  the  will  be  taken  out, 
or  life  insurance  policies?  How  does  the 
executor  enter  the  box?  Is  a  tax  inven- 
tory required  after  the  death  of  the  rent- 
er? Does  a  lawsuit  of  one  corenter  tie  up 
the  box? 

And,  finally,  always  record  what  in  a 
box  belongs  to  whom.  ■ 
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What's  Italian  For  "Boeing"? 

Times  change,  even  for  mighty  Boeing. 
The  foreign  partners  it  formerly  snubbed  it  is  now  welcoming. 


About  five  years  ago  Boeing  Co.  re- 
ceived a  Japanese-Italian  proposal  for 
coAstruction  of  a  new  200-passenger  air- 
plane. Terms  called  for  Boeing  to  have  a 
51%  interest,  the  Japanese  29%  and  the 
Italians  21%. 

Boeing  was  almost  contemptuous. 
Why  should  the  GM  of  the  aircraft  in- 
dustry, responsible  for  52%  of  the  non- 
communist  world's  commercial  jet  sales, 
share  its  designs,  development  expertise 
and  profits  with  a  bunch  of  foreigners? 

But  the  suitors  persisted,  times 
changed  and  today  they  and  Boeing  are 
putting  the  final  touches  on  an  agree- 
ment that  will  give  the  Japanese  and 
Italians  a  significant  role  in  development 
of  Boeing's  planned  767  and  777  model 
passenger  planes.  The  way  things  have 
developed,  Boeing  is  glad  for  the  help. 

Boeing  maintains  a  stony  silence  con- 
cerning the  agreement's  details,  claim- 
ing it  hasn't  been  finalized,  but  Boeing's 
new  partners  are  less  secretive.  Govern- 
ment sources  in  Tokyo  confirm  reports 
that  15%  of  the  work  on  the  767  and  777 
will  be  done  by  three  Japanese  firms  and 
another  15%  will  go  to  Aeritalia,  the 
Italian  aerospace  concern.  About  50  Jap- 
anese engineers  are  already  with  Boeing 
in  the  Seattle  area,  where  the  new 
planes  will  be  built,  and  an  official  of  the 
Japanese  Civil  Transport  Development 
Corp.,  the  quasigovernment  foundation 
established  to  negotiate  with  Boeing,  ex- 
pects to  sign  the  final  agreement  late  this 
month  in  Seattle.  Mitsubishi  Heavy  In- 
dustries is  to  make  rear  bodies  and  cargo 
doors;  Kawasaki  Heavy  Industries  will 
work  on  the  front  and  middle  of  the 
plane's  body  and  Fuji  Heavy  Industries 
will  make  parts  that  will  join  the  wings  to 
the  plane's  body.  Aeritalia  is  also  expect- 
ed to  work  on  the  fuselage. 

Boeing's  decision  to  include  the  Japa- 
nese and  Italians  doesn't  reflect  any  new- 
found humility  on  Boeing's  part.  It  stems 
from  a  hardheaded  recognition  that  na- 
tionalism is  playing  an  increasing  role  in 
the  selection  of  new  aircraft  and  that 
Boeing  can't  be  a  lone  wolf  anymore. 

Boeing  says  that  between  now  and  1990 
the  market  for  767-  and  777-size  planes 
could  total  as  much  as  2,500  units.  More 
than  half  of  that  $50-billion  market  would 
normally  go  to  Boeing.  But  it  is  facing 
unexpectedly   tough   competition  from 


Airbus  Industrie,  the  European  govern- 
ment-backed consortium,  whose  B-10 
model  should  be  ready  for  delivery  by  the 
end  of  1982.  In  addition,  Lockheed  may 
produce  a  shrunken  version  of  its  wide- 
bodied  L-1011  to  compete  in  the  market. 
McDonnell  Douglas  has  apparently  given 
up  plans  for  a  smaller  version  of  its  wide- 
bodied  DC-10  (Forbes,  July  24),  but  it 
hopes  to  talk  potential  customers  for  767- 
type  planes  into  buying  larger  or  smaller 
jets  it  already  produces. 

Boeing,  in  short,  has  become  every- 
body's target. 

Boeing's  plans  to  launch  the  767  plane 
received  a  big  boost  July  14  when  UAL, 
Inc.  announced  that  its  United  Airlines 
subsidiary    will    purchase    $1 .6-billion 


Boeing's  New  Plane 


A  big  role  for  Japan  and  Italy. 

worth  of  Boeing  planes,  including  30  of 
the  767s  worth  $1.2  billion.  But  Airbus 
has  also  had  some  impressive  sales  suc- 
cesses and  now  has  orders  and  options 
for  60  of  its  B-10  planes  from  Lufthansa, 
Eastern,  Swissair  and  Air  France.  It  is 
also  pressuring  other  European  airlines, 
including  Alitalia,  to  place  additional  or- 
ders with  the  European  manufacturer. 
Boeing's  apparent  counterstrategy  is  to 
use  the  Aeritalia  tie  as  a  lever  to  get  the 
Alitalia  order.  At  the  same  time,  the 
Italian  connection  may  help  Boeing  com- 
pete for  other  orders  from  within  the 
European  Community. 

The  joint  venture  agreement  also 
gives  Boeing  a  very  strong  edge  in  the 
big  Japanese  market — not  only  for  its 
767s  and  777s  but  also  for  other  Boeing 
planes.  Although  Japan's  three  major 
commercial  airlines  haven't  yet  commit- 
ted themselves  to  Boeing  on  the  767,  the 
Japanese  government  is  likely  to  exert 
strong    "administrative  guidance"  over 


them,  telling  them  in  effect  to  buy 
Boeing  or  else.  One  sign  that  Boeing  is 
already  on  its  way  to  near-total  domi- 
nance of  the  Japanese  market  came  in 
June  when  All  Nippon  Airways,  which 
had  previously  bought  most  of  its  wide- 
bodied  jets  from  Lockheed,  ordered  ten 
worth  $240  million  from  Boeing. 

The  strong  Japanese  connection  could 
also  help  get  Boeing  planes  into  the 
hands  of  other  carriers.  In  an  effort  to 
pare  its  trade  surplus  with  the  U.S.,  the 
Japanese  government  has  recently  em- 
barked on  a  program  of  buying  commer- 
cial jets  from  the  U.S.  and  then  leasing 
them  to  non-Japanese  carriers.  Boeing 
would  be  the  logical  supplier. 

The  joint  venture  with  Japan  and  Italy 
will  also  help  Boeing  meet  the  develop- 
ment costs  for  the  767  and  777.  Although 
Boeing  has  more  than  $1  billion  in  cash 
on  hand,  some  analysts  say  these  costs 
could  go  as  high  as  $2  billion.  Boeing  is 
trying  to  get  potential  subcontractors  to 
provide  start-up  funds  for  the  plane,  but 
it  is  understood  that  many  are  resisting. 
The  foreign  partners  could  pour  as  much 
as  $300  million  into  the  project  and  that 
could  come  in  very  handy. 

In  addition,  the  Japanese  and  Italian 
partners  will  enable  Boeing  to  build  the 
new  planes  without  adding  substantially 
to  its  present  work  force.  Boeing  had 
more  than  100,000  employees  in  the  Se- 
attle area  in  1968,  when  aerospace  was 
last  booming,  but  had  to  lay  off  65,000  of 
them  in  the  early  1970s  when  demand 
for  planes  fell.  Employment  has  since 
returned  to  about  60,000  in  the  area,  but 
Boeing  officials  don't  want  another  peri- 
od of  sharply  higher  employment  fol- 
lowed by  painful  layoffs.  They'd  rather 
ship  some  of  the  jobs  overseas. 

The  767  and  777  projects  probably 
won't  be  the  last  major  participation  by 
foreigners  in  a  Boeing  venture.  The  com- 
pany is  presently  negotiating  with  Brit- 
ain on  participation  in  construction  of  a 
stretch  version  of  its  popular  727  and  737 
planes — to  be  called  the  757 — and  other 
projects  from  now  on  will  probably  have 
heavy  foreign  participation. 

Boeing's  willingness  to  deal  in  foreign 
partners,  far  from  being  a  sign  of  weak- 
ness, probably  guarantees  that  Boeing's 
domination  of  commercial  aviation  will 
endure  for  another  decade  or  more.  ■ 
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From  pampering  skin 
to  protecting  products 


Union  Camp  is  part  of  your  life! 


You  can't  always  see  us  but  we're  there.  Our 
chemicals  are  important  ingredients  in 
hundreds  of  products  that  touch  your  life 
every  day.  In  the  booming  beauty-care 
market  our  special  emollients  go  into  creams, 
cosmetics,  lotions  and  bath  oils.  We're  even 
turning  turpentine  into  an  amazing 
array  of  flavor  and  fragrance 
products  for  things  like  toothpaste, 
soaps,  food  and  fine  perfume.  But 


Union  Camp 


that's  just  part  of  Union  Camp. 

Our  corrugated  containers  package  just 
about  everything  from  pianos  to  peanuts. 
They  help  age  tobacco  and  keep  food  fresh. 
Virtually  everything  you  use  — appliances, 
furniture,  automobiles,  food,  clothing  and  a 
great  deal  more  is  shipped,  at  some 
point,  in  a  corrugated  box.  Our  products 
are  a  vital  part  of  your  day  to  day  living 
—  and  that's  a  great  way  to  grow! 


K8  Union  Camp  Corporation,  1600  Valley  Road,  Wayne,  New  Jersey  07470 


Growing  in  more  ways  than  one. 

PAPER  •  PACKAGING  •  CHEMICALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


Shell  Oil  Company 

and  the 
Media  Imperatives 

TV  or  not  TV  isn't  the  question. 
And  magazines  and  only  magazines  isn't  the  answer. 


In  this  decade  of  challenging  and  guestioning 
the  oil  industry,  Shell  Oil  Company  and  its 
advertising  agency — Ogilvy  <&  Mather  Inc. — have 
arrived  at  a  powerful  response. 

A  multi-media  advertising  campaign  which, 
in  the  face  of  huge  odds,  has  significantly 
improved  the  public's  awareness  and  apprecia- 
tion of  Shell's  interest  in  the  consumer. 

The  theme  of  the  campaign,  "Come  to  Shell  for 
Answers,"  is  the  platform  for  a  continuing  series 
of  eight-page  booklets,  each  a  down-to-earth 
primer  on  such  life-saving  subjects  as  "Foul 
Weather  Driving"  and  such  money-saving 
subjects  as  "Car  Repair  Shopping." 

If  ever  an  advertising  campaign  has  demon- 
strated the  power  of  synergism  in  advertising, 
this  is  it.  To  date,  more  than  495,505,000  Shell 
booklets  have  been  inserted  in  magazines  and 
promoted  on  television  and  radio.  And  millions 
more  have  been  distributed  through  dealers  and 
consumer  organizations. 

Over  560,000  consumer  letters  have  been 
received  reguesting  additional  booklets  and 
expressing  appreciation  for  the  series. 

Important  federal,  state  and  local  government 
officials  and  leading  consumer  activists  have 
participated  in  the  preparation  of  Answer  Books. 
For  example,  an  Answer  Book  was  produced  in 
cooperation  with  the  United  States  Consumer 
Product  Safety  Commission. 

Numerous  federal,  state  and  local  regulatory 


bodies  have  complimented  Shell  on  the  Answer 
Books  and  have  asked  for  copies  of  the  booklets 
for  distribution  to  employees  and  to  the  public. 

Answer  Books  have  been  added  to  the  driver's 
education  curriculum  in  five  states;  and  one  state 
Georgia,  displays  them  at  all  tourist  information 
centers. 

Research  indicates  there  is  a  high  level  of 
awareness  of  the  program — 55%  on  an  unaided 
basis. 

And  Shell  is  not  the  only  major  advertiser  with 
an  eye  for  balanced  media  planning. 

Last  year,  74  of  the  top  100  television  advertisers 
increased  their  magazine  advertising  investments 
by  an  average  of  38  percent.  And  1978  ad  pages 
and  ad  revenues  are  well  ahead  of  1977. 

With  this  dramatic  trend  in  mind,  the  next 
media  guestion  for  your  company  and  your 
agency  may  well  be  this:  Should  we  place  an 
even  stronger  emphasis  on  magazines? 

If  this  proves  to  be  the  case,  the  Media 
Imperatives®  concept  can  help  you  determine 
your  most  effective  media  balance  based  on 
media  market  potential. 

For  an  I. M.S.  computer  run  based  on  your 
prospects  and  using  either  Simmons  or  T.G.I,  data,, 
simply  write  the  Magazine  Publishers  Association., 


PIB/LNA/BAR  «  W.  R.  Simmons  Co. 


Magazine  Publishers  Association,  Inc. 

575  Lexington  Avenue,  New  York.  N.Y.  10022 


EMERGENCY 
REPAIR  BOOK  / 
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Its  like  reading 


man  whose  job  you're  after  reads 

FORBES:  CAPITALIST  TOOL 


Intheworldof 
commodities  financing, 
one  bank  stands  out. 


[f  your  company  uses  or  processes  basic  commodities, 
there  may  be  times  when  you  could  use  the  advice  of  a 
knowledgeable  commodities 'financier. 

And  one  of  the  most  knowledgeable  is  Bankers  Trust. 

We've  been  financing  commodities  continuously  since 
1909. 

Our  knowledge  of  the  commodities  trade— its  people, 
products,  markets,  trading  customs,  government  regulations, 
hedging  practices,  etc.— is  the  product  of  long  and  close 
personal  associations  with  those  actively  engaged  in  trading. 

Knowing  the  market  as  we  do,  it's  not  surprising  that  the 
market  knows  us  as  a  major  commodities  bank. 

Our  experience  has  shown  us  the  importance  of  empha- 
sizing continuity  of  assignment  for  the  officers  who  serve  you. 
And  the  necessity  of  striving  for  innovative  approaches  to 


financing  of  commodities  imported  and  exported  here  anc 
around  the  world. 

Needless  to  say.  we  serve  a  substantial  number  of  th« 
major  international  commodity  merchants  active  in  priman 
trading  centers  around  the  world. 

But  commodities  financing  is  only  one  in- 
stance of  our  strength  in  international  finance. 
In  fact,  wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full  service  bank 
in  the  fullest  sense  of  the  word,  with  the  capacity 
to  lend,  raise  and  manage  money  worldwide. 

A  visit  to  the  Pyramid  can  be  a  rewarding 
experience. 

Bankers  Trust  Company 

280  Park  Avenue.  New  York.  NY.  10017 


B  VNM  KS  TRl  S 


International  Banking  Subsidiaries  in  the  United  States:  Chicago.  Houston.  Los  Angeles  and  Miami. 
Overseas  Branches:  LONDON.  BIRMINGHAM.  MILAN,  PARIS.  TOKYO.  SINGAPORE.  NASSAU,  PANAMA  CITY  and  BAHRAI> 
An  International  Banking  Network  of  branches,  subsidiaries,  affiliates  and  representative  offices  in  over  30  countries  on  6  continents. 

Member  Federal  Deposit  Insurance  Corporation    ©  Bankers  Trust  Company 


Can't  Somebody  Turn 
The  Damned  Thing  Off? 

The  U.S.  educational  system  has  loosed  a  flood  of  Ph.D.s  which  the 
market  cannot  absorb.  And  the  situation  is  getting  worse,  not  better. 


By  KATHLEEN  WIEGNER 

Caroline  Wellauer  taught  in 
the  public  schools  in  Milwaukee, 
Wis.  for  eight  years  before  she 
decided  to  go  to  graduate  school 
hoping  to  further  her  career.  That 
was  in  1969.  Today  Wellauer,  38, 
has  her  Ph.D.  in  German  litera- 
ture, but  the  only  job  she  has 
been  able  to  find  is  as  a  clerk- 
typist  in  the  disability  insurance 
division  of  the  state  of  California — 
and  that  was  before  the  larvis 
amendment  vote.  Her  biggest 
dream  would  simply  be  to  teach  in 
a  high  school  again. 

Samuel  Goldstein  used  mon- 
ey he  had  saved  from  four  years 
of  teaching  at  Northern  Arizona 
University  to  get  his  Ph.D.  in 
theater  arts  because  he  had  been 
denied  tenure  for  not  having  a 
doctorate.  At  the  moment  he  is 
running   a   Thrifty  Rent-A-Car 
franchise  in  New  Jersey  (financed 
by  his  father)  and  still  looking  for  a 
teaching  job. 

Neither  Goldstein  nor  Wellauer 
is  likely  to  find  what  both  want. 
Tales  about  Ph.D.s  driving  taxi- 
cabs  have  been  a  cliche'  for  many 
years  now,  but  what  is  alarming  is 
that  many  universities,  unrespon- 
sive to  market  demand,  continue  to 
pour  thousands  of  newly  diplomaed 
Ph.D.s  into  a  market  that  has  not 
been  able  to  absorb  previous  years' 
classes.  It  is  as  if  a  factory  were  to 
continue  turning  out  a  product  for 
which  there  was  little  demand,  sim- 
ply putting  the  unsold  product  into  inven 
tory.  But  for  the  Ph.D.  factories  there  is 
nobody  to  cry  halt. 

A  graduate  education,  which  throughout  most 
of  American  history  has  been  an  advantage  to 
those  fortunate  enough  to  obtain  one  because  it 
was  a  passport  to  good-paying,  high-status  jobs, 
has  become  less  of  a  valuable  credential  and  more 
of  an  incurable  disease.  It  became  a  disease  be- 
cause possession  of  the  coveted  certificate  can 
render  a  holder  "overqualified"  in  employers' 
eyes  for  lesser  jobs. 
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Today  the  U.S.  is  experiencing 
the  worst  job  market  for  Ph.D.s  in 
its  academic  history.  Perhaps  20% 
of  the  estimated  31,000  new  doc- 
toral graduates  this  June  still  do 
not  have  jobs.  Of  the  40,000  stu- 
dents a  year  forecasted  to  receive 
doctorate  degrees  in  the  early 
1980s,  as  few  as  a  third  may  get 
jobs  at  all  related  to  their  educa- 
tion. As  few  as  10%  of  all  new 
doctorates  may  find  academic  em- 
ployment, which  traditionally  has 
absorbed  50%  to  60%  of  the  Ph.  D. 
population.  As  a  means  to  status 
and  to  pleasant  employment,  the 
Ph.D.  degree  is  a  ticket  that  is  no 
longer  consistently  valid. 

Ph.D.s  in  health-related  fields 
like  biological  sciences,  physiol- 
ogy or  pharmacy  will  do  well  this 
year.  So  will  accountants,  com- 
puter scientists,  and  even  some 
teachers  if  they  are  trained  in 
bilingual  education  or  nursing 
education.    Engineers    are  in 
such  demand  that  chemical  engi- 
neers can  command  starting  sala- 
ries of  $25,000.  Generally  the  more 
oriented  a  discipline  is  toward  indus- 
try, the  better  the  job  market.  But 
industry   does    not   require  many 
Ph.D.s  in  the  so-called  humanities 
and  many  social  sciences,  where 
85%  to  90%  of  the  doctorates  have 
traditionally  found  jobs  in  university 
teaching  or  administration. 

If  universities  operated  like  cattle 
producers,   the  answer  would  be 
simple:  Cut  back  supply  to  meet  de- 
But  universities  are  more  like  the 
courses  they  teach,  where  problems  are  rarely 
amenable    to   simple   solutions.    They  have 
evolved  historically  as  highly  autonomous  bod- 
ies where  decision-making  is  not  hierarchical 
and  where  "academic  freedom"  is  another  way  of 
saying,  "We're  not  subject  to  the  rules  that  govern 
ordinary  citizens. 

For  example,  education  administrators  who  try  to 
restrict  enrollments  or  eliminate  doctoral  programs 
are  limited  in  their  power.  Faculty  have  a  strong  voice 
n  campus  affairs  and  see  their  pocketbooks  threat- 
ened by  such  measures.  Faced  with  the  loss  of  graduate 
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classes,  where  the  best  students  gather 
to  pursue  fine  points  of  Shakespearean 
drama  or  theoretical  physics,  contem- 
plating a  future  full  of  the  drudgery  of 
teaching  remedial  grammar  makes  facul- 
ty members  behave  like  entrenched 
boards  of  directors  faced  with  an  un- 
friendly takeover.  New  York  was  able  to 
put  a  moratorium  on  new  Ph.D.  pro- 
grams in  the  state  in  1974,  but  when  the 
Board  of  Regents  tried  to  cut  existing 
doctoral  programs,  it  had  to  go  all  the 
way  to  the  state  supreme  court  to  win. 

"It  s  a  real  can  of  worms,"  says  Dr.  C. 
William  Chance,  deputy  coordinator  for 
Planning  &  Research,  Washington 
Council  for  Postsecondary  Education. 
"Students  don't  realize  that  they  are  be- 
ing used  by  the  faculty,  who  like  teach- 
ing small  graduate  seminars  because  it 
keeps  them  out  of  the  classroom." 

In  the  past,  states  themselves  have 
encouraged  the  development  of  graduate 
programs  under  a  policy  of  balkanization, 
whereby  each  state  tries  to  provide  a  full 
range  of  graduate  offerings.  The  prestige 
involved  is  not  just  a  case  of  ego.  Prestige 
is  literally  worth  its  weight  in  gold.  That 
gold  is  federal  research  spending,  since 
55%  of  the  government's  basic  research  is 
carried  on  in  universities.  Last  year  that 
amounted  to  $2.7  billion.  Federal  re- 
search support  to  the  University  of  Cali- 
fornia system  alone  will  total  $341  mil- 
lion. Indirectly,  a  good  deal  of  this  money 
finds  its  way  into  the  humanities,  since 
federal  funds  free  up  the  universities' 
own  money  to  spend  in  these  areas. 

Acting  on  the  belief  that  the  quality  of 
university  faculties,  particularly  those 
training  scientists,  had  declined  in  the 
1950s,  the  government  in  the  post-Sput- 
nik years  attacked  what  President  Ken- 
nedy called  "our  most  critical  national 
problem"  with  the  same  ferocity  it  used 
to  send  a  man  to  the  moon. 


The  results  were  sensational.  In  ten 
years  the  number  of  doctoral  degrees 
granted  tripled  (from  10,400  to  33,000). 
By  1967  an  estimated  41%  of  all  college 
graduates  went  directly  to  graduate  or 
professional  schools.  The  number  of 
Ph.D. -granting  institutions  rose  from 
173  to  288  as  the  government  spent  $239 
million  just  to  construct  graduate  school 
facilities.  Federal  expenditures  for  grad- 
uate fellowships  and  traineeships  rose 
from  $31.7  million  to  a  peak  of  $262.1 
million  in  1968-69,  when  an  estimated 
three  out  of  every  five  graduate  students 
had  some  sort  of  federal  support. 

By  1972  the  percentage  of  faculty  with 
Ph.D.s  rose  to  69%,  vs.  40%  in' 1955. 
The  number  of  full-time  and  part-time 
faculty  doubled  during  the  decade;  so 
did  faculty  salaries,  which  rose  faster 
than  average  per-capita  income. 


But  by  1971  the  boom  had  gone  bust. 
Both  college  enrollments  and  federal  re- 
search money  collapsed  at  about  the 
same  time.  Increases  in  undergraduate 
enrollments  slowed  from  10%  to  only 
3.5%  annually,  dramatically  reducing 
the  need  for  new  faculty  who,  like  highly 
leveraged  stocks,  depend  on  percentage 
increases,  not  absolute  numbers.  Be- 
tween 1970  and  1977,  for  example,  en- 
rollments in  French  departments  fell  by 
113,000.  That  translated  into  a  loss  of 
jobs  for  1,000  French  teachers. 

As  Congress,  reflecting  voter  discon- 
tent over  high  taxes  and  big  deficits, 
began  tightening  up,  federally  funded 
fellowships  fell  from  50,000  in  1968  to 
less  than  19,000  in  the  mid-1970s. 
Caught  between  loss  of  students  and  the 
loss  of  federal  money,  universities  did 
what  they  had  to  in  order  to  survive. 
They  cut  back  on  new  faculty  hirings  and 
fired  as  many  faculty  as  they  could.  (One 
consequence  has  been  a  kind  of  gerito- 
cracy  where  teachers  with  tenure  hang 
on  for  dear  life  but  no  new  ones  are 
hired.  This  cannot  but  be  bad  for  educa- 
tion, but  it  is  another  story.) 

Given  the  six  to  eight  years  it  takes  to 
finish  a  doctoral  degree,  the  student  who 
entered  graduate  school  in  1968,  when 
the  sky  was  still  the  limit,  came  onto  the 
job  market  in  the  mid-1970s  looking  at 
thin  air.  To  appreciate  the  rapidity  of  the 
turnaround,  consider  that  in  1968  it  was 
estimated  that  there  were  approximately 
2'/2  academic  jobs  for  every  new  Ph.D. 
By  1972  there  were  three  new  Ph.D.s 
for  every  such  job. 

But  the  machine  keeps  spewing  out 
product  for  which  there  is  no  demand, 
and  inventories  mount  dangerously. 
"There  are  enormous  counterpressures 
to  reducing  enrollments  and  dropping 
graduate  programs,"  says  Dr.  Peter 
McKinney,  administrative  dean  of  the 


48 


FORBES,  AUGUST  7,  1978 


iiitiiiew-  Jmrn*... 


i 


BBS]  M  ili  Km< 


!SniT5» 


The  Northerners:  Drilling  inlexa 
lapping  new  coal  reserves. 
Storing  gas  under  the  plain. 


We're  The  Northerners.  An 
energy  company  that's  making 
things  happen. 

Our  Northern  Exploration  people 
have  acquired  730,000  net  acres 
of  offshore  and  onshore  gas  and 
oil  leases.  Drilling  last  year  resulted 
in  the  addition  of  54-billion  cubic 
feet  of  natural  gas  reserves.  And 
more  than  1 -million  barrels  of 
liquid  hydrocarbons. 

Out  West  in  Colorado,  our 
Northern  Coal  people  are  tapping 
new  reserves.  Millions  of  tons  of 
low-sulfur  coal  for  power  plants 
and  industry. 

We're  putting  natural  gas  4,000 
feet  under  wheat  fields  and 
grazing  land  in  our  new  $82-million 
Kansas  storage  facility.  Capacity: 
71  -billion  cubic  feet.  It's  our  biggest 
and  newest  energy  bank  to  draw 
on  during  winter  months. 

Keep  your  eye  on  The  Northern- 
ers— 9,000  men  and  women 
strong.  Northern  Natural  Gas 
Company.  An  energy  company 
that's  making  things  happen. 


orthern 

jral  Gas,  Liquid  Fuels,  Petrochemicals,  Exploration,  Coal 


Part-time  teachers  Frank  and  Margaret  Allen  discuss  editing  job 


Without  tenure,  job  security  in  teaching  is  almost  nonexistent. 


Graduate  School  for  Arts  &  Sciences  at 
Harvard  University.  Overhead  costs 
(such  as  administration  and  physical 
plant),  which  may  run  as  high  as  40%  of 
the  total  cost  of  educating  students,  do 
not  decline  when  enrollments  decline. 
To  put  it  into  economic  jargon:  The  in- 
cremental revenue  derived  from  the  ad- 
ditional students  is  considerably  greater 
than  the  incremental  costs  involved  in 
educating  them.  In  short,  education  is  a 
highly  leveraged  industry. 

Besides  such  economic  pressures  that 
universities  must  contend  with  when 
they  try  to  retrench,  there  is  the  prob- 
lem of  minorities,  of  women  and  of 
adults  continuing  their  education.  In  the 
past  many  major  universities  were  built 
away  from  major  population  centers. 
Their  constituents  were  by  and  large 
white  middle-class  sons  and  daughters 
who  lived  on  campus  and  were  support- 
ed by  their  parents.  The  influx  of  new 
upwardly  mobile  groups  in  the  1960s 
created  a  demand  for  university  educa- 
tion in  urban  areas,  since  many  of  these 
students  were  tied  to  a  location  either  by 


jobs,  families  or  lack  of  money.  There- 
fore many  universities  had  to  start  new 
graduate  departments.  Now,  with  the 
number  of  white  males  entering  gradu- 
ate school  declining,  universities  have 
come  more  and  more  to  rely  on  adults, 
women  and  minorities  to  fill  their 
classes.  Campus  demonstrations,  when 
they  do  occur  these  days,  are  more  likely 
to  be  like  the  one  that  went  on  last  May 
at  the  University  of  California  in  Los 
Angeles,  where  minority  students  sat  in 
demanding  more  places  for  Chicanos  in 
the  law  school. 

Philosophically,  much  of  the  reluc- 
tance to  limit  graduate  education  is 
based  on  the  claim  that  society  should 
not  interfere  with  the  free  decision-mak- 
ing of  the  students  themselves.  That,  of 
course,  assumes  that  the  students  are 
fully  aware  of  what  they  are  getting  into. 
When  it  is  suggested  that  the  U.S.  make 
an  effort  to  turn  out  only  as  many  Ph.D.s 
in,  say,  Latin  American  studies  as  the 
market  can  absorb,  the  cry  of  "regimen- 
tation" goes  up.  Faculty  members  who 
consider  themselves  flaming  socialists 


when  it  comes  to  controlling  business 
suddenly  become  total  libertarians 
where  their  own  market  is  concerned. 
Their  arguments  for  freedom  of  choice 
would  hold  some  water  if  the  students 
themselves  paid  the  full  cost  of  their 
educations,  but  when  society — the  tax- 
payer— is  asked  to  foot  much  of  the  bill, 
the  question  can  legitimately  be  asked: 
Should  society  provide  training  for 
which  it  has  no  need  or  desire?  The  state 
governments  alone  provide  roughly  an 
average  of  about  $4,600  in  tax  money  per 
year  per  graduate  student.  In  some  disci- 
plines, the  student  himself  could  pay  as 
little  as  10%  to  15%  of  the  actual  cost  of 
his  education. 

Like  much  government  spending,  a 
major  part  of  the  outlay  on  graduate 
education  was  launched  in  response  to 
an  expected  crisis.  What  often  happens, 
however,  is  that  when  the  crisis  either 
passes  or  does  not  eventuate,  there  is  no 
easy  way  to  close  the  spigot.  That  is 
precisely  what  happened  here.  The  De- 
partment of  Health,  Education  &  Wel- 
fare's Office  of  Education  was  still  fore- 
casting annual  demand  for  Ph.D.s  into 
the  late  Seventies  at  least  three  times 
greater  than  the  true  figure.  Not  until 
1971  did  the  National  Science  Founda- 
tion begin  to  issue  warnings  of  oversup- 
ply,  when  it  was  clearly  too  late.  Even 
today's  figures  may  be  overly  optimistic 
since  some  forecasters,  by  their  own  ad- 
mission, try  to  put  the  best  light  possible 
on  their  figures,  fearing  an  overreaction 
to  excessive  oversupply  predictions. 

"What  I'm  worried  about,"  says  Dr. 
John  Wilson,  provost  at  Virginia  Poly- 
technic Institute,  "is  our  inability  to  pre- 
dict the  future  and  our  spastic  response 
to  short-term  trends.  I  also  worry  that 
we  are  sending  signals  to  bright  people 
to  take  a  degree  in  medicine  rather  than 
in  biochemistry  and  then  we'll  produce  a 
surplus  of  MDs."  Whom  does  a  student 
listen  to?  To  his  professor,  who  tells  him 
that,  yes,  things  are  bad  but  because  he 
is  a  bright  person  in  a  good  department 
he  will  survive?  Or  the  Bureau  of  Labor 
Statistics,  which  is  predicting  an  over- 
supply  in  all  areas  except  engineering? 
Or  to  economic  modelers  who  say  that 
even  engineering  will  be  oversupplied 
once  students  learn  that  jobs  are  still 
available  in  this  area? 

In  human  terms,  the  average  graduate 
student  is  close  to  30  when  he  finally 
leaves  the  university.  He  has  no  savings 
and  may  be  in  debt.  At  a  time  in  his  life 
when  he  could  be  expected  to  be  most 
productive  and  his  earning,  power  con- 
siderable, he  may  find  himself  with  a 
low-paying  job  which  offers  little  chance 
of  acquiring  the  house  and  car  he  gave 
up  to  get  his  education,  and  which  he 
probably  could  have  held  five  years  earli- 
er without  the  Ph.  D. 

Nevertheless,  the  universities,  like 
the  Sorcerer's  Apprentice,  are  continu- 
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ing  to  disgorge  more  and  more  doctorates. 
Though  available  jobs  are  dropping,  the 
number  of  new  Ph.  D.s  has  stabilized  at  its 
peak  of  around  30,000  a  year. 

If  the  Ph.D.  machines  cannot  some- 
how be  turned  off,  what  can  reasonably 
be  done?  Universities  have  already  be- 
gun warning  their  students  that  certain 
graduate  disciplines  may  be  injurious  to 
their  health.  Stanford  University's  histo- 
ry' department  sends  letters  to  students 
applying  for  admission  warning  them  of 
the  risks.  Harvard  includes  a  similar 
warning  on  all  graduate  applications. 

Nevertheless,  between  1971  and 
1976,  with  demand  already  flagging,  an 
estimated  three  new  doctoral  programs 
were  created  for  every  one  program 
eliminated.  Now  programs  are  being  re- 
viewed in  many  states  with  a  view  to 
eliminating  them  if  they  are  of  low  qual- 
ity or  enroll  too  few  students.  Consortia 
arrangements  are  also  becoming  com- 
mon. In  Indiana,  for  example,  agricul- 
ture students  can  go  to  a  branch  campus 
of  Indiana  University  before  transferring 
to  Purdue  University  for  their  final 
years.  Such  arrangements  cut  down  on 
duplication.  But  such  arrangements  are 
only  now  getting  started. 

A  more  drastic  measure  would  be  sim- 
ply to  limit  the  number  of  universities 
offering  a  full  range  of  doctoral  pro- 
grams. A  better  alternative  to  rationing 
education,  some  educators  feel,  would 
be  to  find  jobs  for  Ph. D.s  in  the  nonaca- 
demic  market.  For  teaching,  the  hand- 
writing is  already  on  the  wall.  Between 
1979  and  1992  the  number  of  18-to-20- 
year-olds  will  decline  an  estimated  26%. 
Thus,  for  the  first  time  the  Modern  Lan- 
guage Association  is  conducting  a  survey 
of  Ph. D.s  who  have  found  nonacademic 
jobs  to  determine  how  they  located  their 


jobs  and  how  satisfied  they  are  with 
them.  The  American  Philosophical  Asso- 
ciation is  also  looking  into  developing 
nonacademic  jobs  for  its  graduates.  A 
study  conducted  by  the  UCLA  Higher 
Education  Research  Institute  last  year 
suggests  that  if  1,000  corporations  in  the 
U.S.  were  to  hire  just  two  Ph. D.s  each 
year,  the  projected  surplus  would  be  cut 
almost  in  half  by  1985. 

Unfortunately,  many  students  are  ill- 
informed  about  nonacademic  work,  be- 
cause historically  production  and  mar- 
keting have  been  divorced  in  universi- 
ties and  there  was  little  financial  penalty 
for  a  "producer"  who  failed  to  "market" 
his  product.  Faculty  were  rewarded  for 
teaching  and  publishing,  not  job  place- 
ment. Students  who  found  their  educa- 
tion could  not  be  exchanged  for  a  well- 
paying  job  did  not  bring  suit  charging 
fraud.  There  were  no  securities  viola- 
tions for  a  college  issuing  a  misleading 
college  catalog. 

A  student's  primary  source  of  job  in- 
formation is,  unfortunately,  graduate  fac- 
ulty who  know  little  about  nonacademic 
jobs  and  are  often  the  very  source  of 
prejudice  against  such  work.  Says  Dr. 
June  Millet,  assistant  director,  educa- 
tional career  services,  at  UCLA:  "The 
student  is  naive  because  the  world  has 
been  wired  for  him  for  so  long  and  now 
he  has  to  use  his  initiative.  There  is  this 
lag  between  the  university  and  the 
'world  out  there.'  "  Many  professors  still 
encourage  a  threadbare  kind  of  snobbery 
toward  nonacademic  work,  especially 
corporate  jobs. 

An  experiment  to  find  out  whether 
Ph. D.s  with  degrees  in  the  humanities 
can  be  retrained  for  other  work  will  be- 
gin this  summer  at  New  York  University 
when,  under  a  grant  from  the  National 


Endowment  for  the  Humanities,  50 
Ph .  D .  s  will  receive  job  retraining  to  pre- 
pare them  for  jobs  in  business.  Harvard 
is  also  thinking  of  setting  up  summer 
programs  for  students  to  talk  to  repre- 
sentatives of  business.  A  survey  conduct- 
ed by  UCLA's  Higher  Education  Re- 
search group  discovered  that  corporate 
executives  believe  that  humanists  have 
many  market  skills,  specifically,  re- 
search, writing  and  problem-solving 
abilities  of  a  high  degree. 

Rather  than  retraining  graduates  who 
already  have  degrees,  Lewis  Solmon, 
who  helped  conduct  the  UCLA  survey, 
would  like  to  see  humanistic  training 
broadened  to  give  it  more  flexibility. 
Specifically,  faculty  could  be  given  salary 
and  promotional  incentives  for  develop- 
ing and  teaching  interdepartmental 
courses  and  for  job-placement  efforts.  Is 
history  and  English,  after  all,  worthless 
training  for  corporate  management?  Of 
course  not,  provided  the  student  is  not 
indoctrinated  with  a  scorn  for  business 
and  for  moneymaking. 

Perhaps  the  best  hope  to  be  had  from 
all  this  is  that  the  situation  may  result  in 
a  new  mood  of  realism  among  graduate 
students.  They  may  come  to  understand 
that  the  U.S.  is  not  Mandarin  China, 
where  an  ability  to  study  hard  and  do 
well  on  examinations  guaranteed  a  per- 
son an  easy,  prestigious  job  for  life.  A 
graduate  education,  after  all,  is  a  privi- 
lege, not  a  job  license. 

The  surplus  of  Ph. D.s  available  for 
nonacademic  employment  has  already 
begun  to  create  a  kind  of  devaluation  in 
these  degrees.  Increasingly,  doctoral 
holders  are  taking  jobs  formerly  held  by 
those  with  master's  degrees  who  are,  in 
turn,  beginning  to  displace  holders  of 
bachelor's  degrees  who,  in  turn,  take 
jobs  from  those  with  high  school  diplo- 
mas. Two-year  community  colleges,  high 
schools  and  even  elementary  schools  are 
beginning  to  receive  more  applications 
from  Ph. D.s  who  would  have  scorned 
them  ten  years  ago.  A  high  school  princi- 
pal in  a  small  Wisconsin  community  re- 
members getting  a  call  one  Easter  morn- 
ing from  a  Ph.D.  in  another  state  inquir- 
ing about  a  vacancy.  Bad  news  for  the 
teachers,  perhaps,  but  good  news  for  the 
students,  who  get  a  standard  of  teaching 
previously  unavailable  to  them. 

Except  perhaps  in  some  of  the  sci- 
ences— and  even  there  supply  will  prob- 
ably overtake  demand — there  is  virtually 
no  chance  that  the  market  for  Ph. D.s 
will  improve  greatly  over  the  next  de- 
cade or  more.  Perhaps  what  is  called  for 
is  an  academic  truth-in-labeling  law, 
with  a  warning  like  this:  This  sheepskin 
probably  is  worthless  in  the  job  market. 
Academics  are  quick  enough  to  criticize 
business  for  misleading  consumers  into 
expecting  too  much  from  its  products. 
Why  is  academia  exempt  from  the  same 
moral  obligations?  ■ 
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Bouncing  Back 


After  losing  the  copier  war,  Nelson  Gifford's 
Dennison  is  back  in  office  equipment.  This  time,  he's  smarter. 


What's  Dennison  Manufacturing  Co. 
doing  out  on  Route  128,  the  Boston  by- 
pass that  was  the  forerunner  of  Califor- 
nia's Silicone  Valley  with  its  string  ol 
budding  would-be  IBMs  and  Hewlett- 
Packards?  Just  what  you  would  imagine. 
The  venerable  maker  of  loose-leal  note- 
book reinforcements  and  gold  stars  for 
elementary  school  spelling  tesl  papers  is 
getting  into  electronics,  computers  and 
business  systems. 

For  the  most  part,  Dennison  is  still  a 
stationery  and  school  supplies  company. 
And  last  year  these  staple  lines  account- 
ed for  42%  of  the  company's  $356  million 
in  sales  and  about  46%  of  pretax  earn- 
ings. Business  is  good.  Earnings  were  up 
nearly  25%  to  $18.6  million  last  year  and 
the  company  netted  5%  on  sales  and  17% 
on  stockholders'  equity.  This  year  looks 
even  better.  First-quarter  sales  reached 
$94.4  million,  up  almost  19%  from  the 
1977  (juarter,  and  earnings — traditional- 
ly weak  at  the  start  of  a  year — were  up 
15%,  to  $4  million 

The  company  has  also  been  diversify- 
ing for  years  into  other  businesses  such 
as  retail  systems  and  packaging  equip- 
ment. But  lately  it  has  begun  marketing 
a  word-processing  system.  Not  just  a 
super  typewriting  system  at  $15,000  or 
$20,000  but  one  that  starts  at  $130,000 
and  runs  up  to  around  $200,000.  That 
makes  it  more  like  a  computer-informa- 
tion system. 

The  system  uses  shared  logic  and 
shared  files  and  can  handle  as  many  as  24 
terminal  devices.  That  means  24  differ- 
ent locations  can  communicate  with  a 
central  processing  unit,  central  files  and 
each  other.  Between  70%  and  80%  of  the 
word  processors  now  on  the  market  are 
single  typewriter  units.  So  far,  Dennison 
has  sold  some  30  systems. 

"The  word  processor  is  an  experi- 
ment," says  Nelson  S.  Gifford,  48,  pipe- 
puffing  president  and  chief  executive  of- 
ficer. "The  marketplace  will  tell  me  if 
people  are  willing  to  pony  up  the  money. 
If  we  can't  achieve  between  $80-million 
and  $l()0-million  sales,  we  won't  play. 

If  Gifford  does  have  to  pull  out  of  word 
processors,  it  won't  be  the  first  time  he's 
been  burned  in  office  equipment.  Last 
year  he  cut  back  the  copier  business.  In 
11  years  Dennison  sold  about  $450-mil- 


lion  worth  of  copiers  but  earned  only 
about  $1  million  after  taxes.  Now  that  the 
capital  is  being  withdrawn,  the  copier 
line  spits  out  some  $2  million  cash  a  year. 

"It  was  really  bad,"  says  Gifford,  "but 
I'd  do  it  again.  We  slugged  it  out  with 
Xerox  and  IBM  and  survived.  We  didn't 
make  any  money,  to  be  sure,  but  it 
didn't  kill  us." 

Gifford  has  been  playing  the  acquisi- 
tions game,  too,  but  more  conservative- 
ly, as  befits  a  yachtsman  who  seldom 


races  and  a  president  who  began  in 
Dennison's  accounting  department.  He 
was  outmaneuvered  twice  recently  by 
Esselte,  the  Swedish  firm  that  outbid 
him  for  Oxford  Paper  and,  more  recent- 
ly, preempted  his  contemplated  bid  for 
Dymo.  But  Gifford  doesn't  always  lose. 
Last  year  he  won  twice,  getting  Interna- 
tional Playing  Card  &  Label  Co.  and 
Autoroll  Machine  Co. 

IPC,  which  makes  no  playing  cards 
and  is  not  international,  was  bought  for 
its  high-volume  label  printing  business 
(cigarette  packages  and  the  like).  But 
some  of  the  printing  technology  that 
came  with  IPC  was  so  good  it  is  now 
being  installed  in  other  Dennison  plants. 

Autoroll  makes  a  bottle-labeling  ma- 
chine, but  there's  more  than  that  to  Au- 
toroll. Its  sideline,  machines  for  making 
printed  circuit  boards  for  the  electronics 
industry,  should  be  an  important  new 
moneymaker  for  Dennison.  "Autoroll 
has  a  process  for  printing  those  little 


wires  on  the  boards  that  gets  very  high 
resolution,"  says  Gifford.  "It's  high 
priced,  but  quite  effective." 

Both  acquisitions  are  part  of  the  indus- 
trial systems  group  that  produces  25%  of 
Dennison's  sales  and  35%  of  profits. 
Along  with  packaging  and  labeling  prod- 
ucts, this  fast-growing  division  makes  in- 
dustrial fasteners  and  inventory  control 
systems. 

Obviously,  there  is  more  to  Dennison 
than  stationery,  and  it's  obvious,  too, 


that  its  venture  into  word-processing 
isn't  as  much  of  a  departure  as  at  first  it 
seems.  Dennison  also  has  a  relatively 
cheap  and  simple  system  to  compete 
with  the  elaborate  electronic  point-of- 
sale  terminals  that  are  replacing  cash 
registers  in  most  retail  stores.  K  mart, 
the  third-largest  U.S.  retailer,  liked  the 
Dennison  system  so  much  it  bought  it  for 
1,600  stores. 

Meanwhile,  Gifford  is  not  neglecting 
the  old  faithful  stationery  business.  He's 
spending  about  $6  million  this  year  to 
buy  new  machinery  that  will  lower  costs 
and  make  Dennison's  already  healthy 
margins  healthier  yet. 

When  you  run  a  business  as  carefully 
and  cautiously  as  Dennison  is  run,  you 
can  take  a  flier  in  copiers  or  in  word- 
processing  without  gambling  the  com- 
pany. That's  not  a  bad  position  to  be  in. 
It's  not  every  smallish  company  that 
could,  in  Gifford's  words,  "slug  it  out 
with  Xerox  and  IBM  and  survive."  ■ 
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Home  Sweet  Suburbia 

That  land  of  green  laws  and  charbroiled  steaks,  where  mother  is 
chained  to  a  station  wagon  and  dad  to  a  grueling  commuting  routine. 
Passionately  though  its  inhabitants  may  defend  it, 
suburbia  may  be  an  idea  whose  time  is  past. 


By  JEAN  BRIGGS 

"Until  well  into  the  19th  century, 
social  and  economic  differences  were 
not  markedly  reflected  in  the  residential 
pattern  of  most  American  cities.  Since 
walking  was  the  principal  mode  of 
transportation  for  all  but  the  wealthy, 
city  dwellers  were  forced  to  live  close  to 
their  place  of  work,  and  'most  areas  of 
the  new  big  city  were  a  jumble 
of  occupations,  classes,  shops, 
homes,  immigrants  and  native 
Americans.'  "* 

Suburbia,  as  this  learned  author 
reminds  us,  was  not  always  with 
us;  it  is  a  relatively  late  product 
of  the  Transportation  Revolu- 
tion. First  through  the  railroad, 
and  then,  increasingly,  through 
the  motor  car  and  the  excellent 
network  of  highways  it  ultimate- 
ly spawned,  the  well-to-do  were 
able  to  escape  the  noise  and  in- 
convenience and  danger  of  the 
city — the  jumble  as  Warner 
called  it — while  keeping  the  eco- 
nomic and  cultural  advantages 
that  easy  access  to  the  city  of- 
fered. Through  the  use  of  zoning 
they  were  able  to  keep  the  less 
well  off  from  following  them. 

Traditional  American  commu- 
nities always  had  the  "house  on 
the  hill"  where  the  banker  lived 
and  the  "wrong  side  of  the  rail- 
road tracks"  where  dwelled  the 
virtuous  and  not-so-virtuous 
poor.  Not  all  neighborhoods 
were  equal,  but  basically  we  had  living, 
breathing  communities  where  one  did 
not  have  to  drive  miles  to  buy  a  pack  of 
cigarettes — nor  did  a  cleaning  woman 
have  to  travel  20  miles  to  get  to  her  job. 
It  was  all  there  close  at  hand. 

No  longer.  Something  tremendously 

*From  The  Politics  of  Exclusion  by  Michael 
N.  Danielson,  professor  of  politics  and  public- 
affairs  at  Princeton  University.  The  internal 
quote  is  from  Sam  Bass  Warner  Jr.,  The 
Private  City:  Philadelphia  in  Three  Periods  of 
its  Growth. 


centrifugal  has  taken  place  as  those  with 
means  flowed  outward  from  the  cities, 
leaving  behind  the  poor,  the  criminal 
and  with  them  the  grime  and  bustle  of 
business.  Suburban  Americans  live  by 
commerce  and  trade  but  go  home  at 
night  to  a  landscape  free  of  both. 

And  what  an  outward  explosion  it  was. 
Chicago  in  the  1920s  was  home  to  some 
2.7  million  people  on  a  bit  less  than  200 


square  miles.  The  suburbanized  Chicago 
area  today  contains  7  million  people  but 
spread  over  3,719  square  miles.  Two  and 
a  half  times  as  many  people;  18  times  as 
much  land. 

It  was  not  long  before  industry  began 
following  the  middle  class  to  the  suburbs 
as  well  as  migrating  to  the  Southwest. 
Between  1951  and  1970  the  number  of 
manufacturing  jobs  declined  in  12  of  the 
30  largest  U.S.  cities  while  increasing  in 
29  of  the  30  cities'  suburbs.  In  the  sub- 
urbs it  was  almost  impossible  at  times  to 
get  someone  to  cut  your  grass;  in  the 


cities  able-bodied  people  were  hanging 
around  street  corners  and  drawing  wel- 
fare. The  country  acquired  a  split  per- 
sonality such  as  it  never  had  before. 

In  essence  the  suburbs  had  introduced 
a  whole  new  form  of  discrimination  that 
is,  in  its  way,  more  insidious  than  racial 
discrimination.  Only  it  was  not  called 
"discrimination."  It  was  called  "zoning." 
Under  cover  of  "zoning"  a  transforma- 
tion has  been  worked  in  Ameri- 
can life  in  ways  that  are  certainly 
unfair  and  may,  ultimately,  turn 
out  to  be  unconstitutional.  In  a 
difficult  but  insightful  recent 
book,  Zoning  and  Property 
Rights  (M.I.T  Press),  a  Prince- 
ton-educated urban  economist, 
Robert  H.  Nelson,  traces  the 
spread  of  zoning  from  relatively 
modest  beginnings  to  a  major  in- 
strument for  economic  segrega- 
tion. Originally  zoning  was  justi- 
fied as  an  extension  of  "nuisance 
laws"  intended  to  prevent  peo- 
ple from  putting  up  smelly  tan- 
ning factories,  livery  stables, 
brothels  and  other  offensive  en- 
terprises in  residential  neighbor- 
hoods. A  half  century  ago,  Nel- 
son points  out,  in  early  suburbs 
only  neighborhoods  were  zoned, 
not  whole  communities.  There 
was  a  place  for  tanning  factories 
and  restaurants  and  shoemakers, 
for  the  servants  as  well  as  for  the 
served.  They  are  not  utterly  ban- 
ished as  in  much  of  today  s  sub- 
urbia. Communities  remained 
organic,  even  if  segmented,  wholes.  In 
Nelson's  provocative  study,  the  evolu- 
tion of  antinuisance  laws  into  legalized 
economic  discrimination  is  carefully 
traced.  (For  Nelson's  novel  views  on  a 
better  alternative,  see  p.  58.) 

In  the  name  of  permitting  people  to 
live  as  they  choose,  regulations  have 
been  written  that  would  be  ridiculous  if 
the  "I'm-all-right-Jack"  impulse  behind 
them  were  not  so  strong.  We'll  take  Eas- 
ton,  Conn,  as  an  example.  Easton  isn't 
extreme.  It  is  rather  typical.  This  Fair- 
field County  community  specifically  ex- 
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Edward  Chave  in  his  new  senior-citizen  housing  complex  going  up  in  Leonia,  N.J. 

After  seven  years,  the  noise  of  the  masons'  trowels  helped  to  drown  out  the  complaints. 


eludes  apartment  houses,  town  houses 
and  mobile  homes.  It  requires  at  least 
three  acres  for  a  house,  and  it  says  the 
house  must  have  a  minimum  of  1,000 
square  feet.  All  this  under  laws  originally 
intended  to  keep  the  nuisance  of  slaugh- 
terhouses and  junkyards  out  of  residen- 
tial areas.  ("Why,"  economist  Nelson 
asks  rhetorically,  "is  a  small  house  on  a 
small  lot  a  nuisance?") 

Some  communities  that  have  apart- 
ment houses  go  so  far  as  to  specify  that 
only  one  child  may  occupy  a  bedroom,  or 
at  most  two  of  the  same  sex.  The  idea  is 
to  make  sure  that  the  family  doesn't  bur- 
den the  school  system. 

As  the  courts  have  begun  to  strike  at 
restrictive  zoning,  die-hard  suburbanites 
have  begun  retreating  to  a  second  line  of 
defense:  environmentalism.  Bernard 
Freiden,  professor  of  urban  studies  at 
the  Massachusetts  Institute  of  Technolo- 
gy and  author  of  a  soon-to-be-published 
book,  The  Environment  Hustle,  says: 
"Zoning  changed  its  stripe.  It  became 
growth  control,  justified  on  environmen- 
tal grounds."  Towns  such  as  Petaluma, 
Calif,  and  Boca  Baton,  Fla.  began  clamp- 
ing ceilings  on  the  number  of  building 
permits  they  would  allow;  others  denied 
utility  service  to  new  homes  and  im- 
posed water  and  sewer  moratoria.  Frei- 
den cites  one  Housing  &  Urban  Devel- 
opment Department  survey  indicating 
that  some  815  towns  across  the  country 
had  sewer  connection  moratoria  for  five 
years  or  more. 

People  who  might  have  been  expected 
to  be  concerned  with  the  problems  of  the 
poor  became  more  concerned  about  air 


and  water  and  open  spaces.  It  was  a  way 
to  "care"  without  suffering  any  personal 
inconvenience  for  caring. 

Well  defended — even  passionately  de- 
fended— as  they  are,  all  these  barricades 
are  slowly  falling.  Below  are  some  exam- 
ples. They  are  rarely  radical.  They  usual- 
ly consist  of  housing  for  the  elderly,  the 
suburbanites'  own  parents.  But  they  may 
well  be  the  beginning  of  a  slow  but  major 
trend — or,  if  you  prefer,  the  return  to 
older  patterns. 

•  Leonia,  N.J.  is  a  suburban  commu- 
nity just  over  the  George  Washington 
Bridge  from  New  York  City  where  doc- 
tors, lawyers  and  academicians  live  while 
working  in  Manhattan.  Edward  Chave  is 
president  of  the  Leonia  Betirement 
Housing  Corp.  The  town  has  just  come 
through  a  seven-year  battle  to  get  Leonia 
to  accept  a  77-unit  brick  apartment 
house  designed  for  older  citizens.  Chave 
says,  "I  still  get  complaints  but  the  com- 
plex is  going  up." 

•  In  Olathe,  Kan.,  a  rapidly  growing 
suburb  of  Kansas  City,  the  zoning  board 
made  a  change  about  a  year  ago  so  that 
65  garden  apartments  could  be  built  for 
the  elderly  in  an  area  formerly  zoned  for 
single-family  homes.  The  project,  known 
as  Poplar  Court,  is  already  up  and  fully 
occupied. 

•  Orange  County,  a  conservative 
stronghold  in  southern  California,  has 
been  attracting  industry  very  rapidly  in 
recent  years,  but  its  zoning  regulations 
are  so. tight  that  workers  can  t  find  hous- 
ing. The  county  now  has  begun  to  allow 
more  housing  on  less  land  in  some  areas. 

Multiply  these  examples  by  the  hun- 


dreds. Powerful  forces  are  at  work  be- 
hind these  sporadic  cracks  in  the  walls 
around  suburbia: 

1)  the  federal  government  s  increasing 
willingness  to  use  its  power  to  withhold 
money  from  communities  which  are 
openly  exclusive; 

2)  a  mounting  wave  of  state  laws  and 
court  decisions  that  limit  a  community's 
right  to  wall  out  housing  types  and  in- 
come groups; 

3)  the  sheer  pressure  of  a  bulging  pop- 
ulation in  need  of  shelter. 

No  Jericho,  this.  No  trumpets  bring 
down  the  walls.  Suburbia  is  vigorously, 
sincerely  defended  by  most  of  its  inhabi- 
tants, and  the  defenders  win  many  victo- 
ries. In  1974  the  exclusionists  won  a 
major  one  under  the  banner  of  environ- 
mentalism. In  the  case  of  The  Village  of 
Belle  Terre  (N.Y.)  v.  Borass,  that  life- 
long liberal  William  O.  Douglas  and  a 
majority  of  the  Supreme  Court  came 
down  on  the  side  of  restrictive  zoning  in 
defense  of,  in  Douglas'  words,  "a  place 
where  yards  are  wide,  people  few  and 
motor  vehicles  restricted."  This  was  the 
first  zoning  case  that  the  Supreme  Court 
had  chosen  to  hear  in  40  years.  The  case 
did  not  involve  the  issue  of  economic 
discrimination. 

Since  then  there  have  been  a  few  oth- 
er Supreme  Court  decisions  that  have 
been  equally  disappointing  to  those  who 
would  like  to  dilute  suburban  uniform- 
ity. This  reflects,  perhaps,  the  presence 
of  a  number  of  Nixon  appointees  on  the 
Court.  But  Supreme  Courts  change,  and 
it  is  significant  that  these  recent  deci- 
sions have  been  criticized  by  the  Ameri- 
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Affluent  Lincoln,  Mass.  decided  it  had  better  accept  low-income  housing  of  its  own 


Do  the  people  in  the  mansions  also  profit  from  variety? 


can  Bar  Association's  advisory  commis- 
sion on  housing  and  urban  growth — no 
radical  group.  The  Supreme  Court,  the 
ABA  group  says,  has  been  paying  too 
much  attention  to  technical  questions 
and  not  enough  to  basic  justice. 

Justice  William  Brennan,  who  dissent- 
ed from  the  majority  in  the  Belle  Terre 
case,  has  urged  that — in  the  face  of  inac- 
tion by  Congress  and  the  Supreme 
Court — the  states  themselves  take  action 
against  zoning  where  it  is  economically 
discriminatory.  Indeed,  several  states 
have  decided  not  to  wait  upon  the  Su- 
preme Court.  With  Massachusetts  in  the 
lead,  they  are  beginning  to  call  for  inclu- 
sionary  zoning  rather  than  exclusionary. 
That  means  communities  must  allow  a 
variety  and  choice  of  housing  to  meet  the 
needs  of  all  categories  of  people  who 
might  choose  to  live  there.  Massachu- 
setts passed  its  so-called  "antisnob  zon- 
ing" law  in  1969.  It  requires  that  com- 
munities make  available  a  percentage  of 
their  land  or  of  their  housing  units  for 
low-  and  moderate-income  families.  The 
state  supreme  court  has  upheld  the  law. 

The  path  is  rarely  smooth.  A  town  can 
turn  to  the  courts  and  keep  fighting  al- 
though the  courts  have  yet  to  overturn 
the  appeals  committee's  decision.  Fre- 
quently the  builder  can  give  up  because 
of  the  delay  and  the  bitterness.  For  ex- 
ample, says  Maurice  Corman,  chairman 
of  the  Massachusetts  Zoning  Appeals 
Committee,  during  an  especially  heated 
meeting  in  Maynard  a  town  selectman 
dropped  dead.  Even  though  a  permit 
was  granted  the  project  was  never  built. 
Subsequently,  however,  a  project  for  the 


elderly  was  approved  with  no  fuss  at  all. 

Massachusetts  is  the  only  state  with  a 
zoning  appeals  law,  but  it  is  not  the  only 
state  to  subscribe  to  the  notion  that  com- 
munities have  some  responsibility  to 
make  room  for  subsidized  housing.  Cali- 
fornia, New  Jersey,  Pennsylvania  and 
New  York  do,  too. 

In  an  extremely  important  decision  in 
March  1975  the  New  Jersey  supreme 
court  threw  out  Mt.  Laurel  Township's 
zoning  regulations  which  among  other 
things  excluded  apartments,  town 
houses  and  mobile  homes.  The  Court 
said  because  the  town  is  "in  the  path  of 
development "  it  must  come  up  with  new 
regulations  that  provide  for  the  housing 
needs  of  income  groups  in  the  area.  Mt. 
Laurel  had  zoned  a  large  portion  of  its 
area  "industrial,  but  there  was  virtually 
no  prospect  that  it  would  be  so  used;  this 
zoning  was  a  mere  ruse.  The  Court  said 
Mt.  Laurel  was  obviously  zoning  to  keep 
its  property  tax  low,  not  for  "the  living 
welfare  of  people.  " 

The  town  came  back  with  a  new  zon- 
ing plan  which  the  Court  rejected. 
"They  said  they  needed  515  units  of  low- 
and  moderate-income  housing  by  the 
year  2000,  the  state  said  1,400  units  by 
1990,"  says  Carl  Bisgaier,  the  attorney 
who  brought  the  case  against  Mt.  Laurel 
for  the  Southern  Burlington  County  Na- 
tional Association  for  the  Advancement 
of  Colored  People  and  who  is  now  New 
Jersey's  deputy  public  advocate.  The 
town  came  back  again  last  summer  with  a 
second  plan,  he  says.  The  parties  to  the 
dispute  are  now  awaiting  a  state  supreme 
court  decision  on  that. 


The  Mt.  Laurel  decision  has  been  fol- 
lowed by  other  important  ones;  one  re- 
quiring Madison  Township  (now  called 
Old  Bridge)  not  to  exclude  multifamily 
housing  and  another  overturning  zoning 
ordinances  in  22  towns  in  Middlesex 
County.  How  much  housing  has  resulted 
from  these  decisions?  Directly,  not  very 
much.  But  Martin  Sloane,  counsel  for 
the  National  Committee  Against  Dis- 
crimination in  Housing,  draws  an  anal- 
ogy with  cases  challenging  poll  taxes  in 
the  South  in  the  early  Sixties.  "Not  many 
people  were  registered  to  vote  as  a  re- 
sult," he  says,  "but  they  drew  attention 
to  the  problem  and  finally  the  Voting 
Bights  Act  was  passed  in  1965." 

New  Jerseys  Governor  Brendan 
Byrne,  now  in  his  second  and  final  term, 
has  taken  up  the  cause  of  opening  sub- 
urbs to  development.  He  has  recently 
released  a  "housing  goals  plan."  Its  an- 
nounced purpose  is  "to  assist  municipal- 
ities in  drawing  up  their  land-use  regula- 
tions to  meet  the  state's  housing  needs." 
The  report  spells  out  both  housing  needs 
and  housing  goals  for  each  township 
through  1990.  Plans,  of  course,  have 
been  made  before  and  have  proved 
meaningless,  but  Deputy  Public  Advo- 
cate Bisgaier  claims  the  governor's  move 
is  significant.  He  is  certain  the  plan  will 
give  the  courts  some  help  in  determining 
whether  or  not  a  community's  zoning 
enables  it  to  meet  its  share  of  area  hous- 
ing needs.  And  he  hopes  it  will  prod 
communities  to  so  zone  before  being 
taken  to  court. 

Pennsylvania  has  followed  New  Jer- 
sey's example  to  some  extent.  Its  court 
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struck  down  four-acre,  three-acre  and 
two-acre  zoning.  It  also  told  localities, 
"You  can't  exclude  multifamily  housing 
per  se — it  is  a  legitimate  land  use."  But, 
according  to  Herbert  Franklin,  a  leading 
open-housing  attorney,  the  "Pennsylva- 
nia courts  have  not  followed  up  these 
decisions  with  effective  remedies.  Nor 
have  they  said  to  localities,  'You  must 
provide  your  share  of  low-  and  moder- 
ate-income housing  needs."  ' 

New  York  State,  however,  has  gone 
further.  Its  highest  court,  the  court  of 
appeals,  has  ruled  that  a  town  cannot  use 
its  powers  to  the  detriment  of  the  sur- 
rounding area.  Meaning  a  suburb  can't 
zone  in  such  a  way  as  to  keep  out  people 
with  modest  incomes  who  need  housing. 

Mitchell  Berensen  owned  50  acres  in 
New  Castle,  a  suburb  some  35  miles 
north  of  New  York  City.  He  wanted  to 
erect  an  apartment  complex  for  old  peo- 
ple, but  the  town  refused  to  consider  the 
idea.  It  had  never  allowed  any  multifa- 
mily housing  within  its  borders.  Beren- 
sen went  to  court  asking  for  a  summary 
judgment.  The  judge  said,  "No,  there  is 
a  question  of  fact  to  be  determined  here 
and  that  is,  'Does  Newcastle  need  multi- 
family  housing?'  "  The  court  of  appeals 
agreed  and  sent  the  case  back  for  trial. 
But  in  doing  so  it  gave  the  lower  court 
three  tests  to  use  in  making  its  decision: 
1)  does  New  Castle  supply  housing  for 
people  who  work  or  would  want  to  live 


and  work  there?  2)  does  it  provide  its  fair 
share  of  regional  housing  needs?  3)  or  is 
that  need  satisfactorily  met  by  neighbor- 
ing communities?  The  trial  court  found 
that  the  town  did  not  meet  the  tests,  nor 
did  its  neighbors.  The  judge  ordered 
New  Castle  to  change  its  zoning  not  only 
for  the  Berensen  project  but  also  to  per- 
mit construction  of  3,500  units  of  moder- 
ate-income housing  in  the  next  ten 
years.  Berensen's  lawyer,  Stuart  Sham- 
berg,  points  out  that  town  employees, 
school  employees  and  employees  of  the 
town's  light  industry  make  an  average 
gross  family  income  of  $15,000  while  the 
average  price  of  a  house  is  $89,500.  As 
things  now  stand  in  New  Castle  Town- 
ship, the  person  who  teaches  your  child 
is  not  good  enough  to  be  your  neighbor. 

New  Castle  is  appealing  the  decision, 
but  the  town  next  door,  North  Castle,  is 
moving  to  allow  multifamily  housing, 
and  nearby  Bedford,  74%  of  which  is 
currently  zoned  for  single-family  homes 
on  four-acre  lots,  wants  more  multifami- 
ly housing  than  it  now  has. 

Things  change  slowly.  But  they 
change.  In  fact,  the  really  important 
movements  in  history  are  often  glacial. 
No  newspaper  headlines  trumpeted  the 
birth  of  suburbia.  None  are  trumpeting 
its  gradual  transformations. 

What  about  California,  so  often  the 
bellwether  state?  It  does,  indeed,  appear 
to  be  out  front  on  this  issue — quite  possi- 


bly because  so  many  of  its  communities 
moved  to  restrict  growth  in  the  last  ten 
years  that  housing  costs  have  reached 
astronomical  heights. 

The  California  courts  haven't  given 
the  state  a  Mt.  Laurel  decision  yet,  but 
they  have  set  the  stage.  In  Associated 
Humebuilders  of  Greater  Eastbay,  Inc. 
v.  City  of  Livermore  they  upheld  Liver- 
more' s  ban  on  additional  residential 
building  permits,  but  they  did  so  in  large 
part  because  it  didn't  hurt  neighboring 
communities. 

The  Supreme  Court  indicated  that  if  it 
did  hurt  neighboring  communities — in 
other  words,  if  it  had  an  adverse  impact 
on  the  regional  welfare — it  would  not  be 
valid.  Most  legal  experts  believe  that  if 
an  appropriate  case  reaches  it,  the  Court 
will  decide  on  behalf  of  regional  welfare 
rather  than  the  right  of  the  town  to  set 
expensive,  exclusionary  standards  for 
housing. 

In  1969  the  California  assembly  passed 
a  law  calling  on  every  community  to 
include  a  so-called  "housing  element''  in 
its  general  plan.  The  housing  element 
would  indicate  how  the  communi  ty  in- 
tended to  meet  its  housing  needs,  in- 
cluding the  housing  needs  of  low-  and 
moderate-income  families.  That  law  lan- 
guished on  the  books  for  years.  But  n'ow 
California's  Department  of  Housing  1  & 
Community  Development  "has  drav>vn 
up  and  adopted  guidelines  and  is  offeririfi; 
technical  assistance  to  communities,' 
says  Carolyn  Burton,  a  lawyer  with  the 
department.  The  state  is  giving  the  com- 
munities plenty  of  time  to  comply.  The 
new  housing  guidelines  will  not  become 
operative  until  1980. 

Coastal  California  communities  that 
want  to  be  exclusionary  have  yet  another 
law  to  contend  with:  the  Coastal  Act  of 
1976.  The  act  by  no  means  prevents 
development  as  its  critics  have  often 
charged — some  30,000  building  permits 
have  been  granted  since  it  was  passed, 
according  to  Donald  Neuwirth  of  the 
Coastal  Commission.  What  it  does  is  give 
the  Coastal  Commission  authority  to  re- 
quire that  low-  and  moderate-income 
housing  be  a  part  of  any  development.  It 
can  do  this  through  bonuses  to  builders, 
letting  them  put  up  more  apartments  at 
the  rate  the  market  will  bear  if  they  also 
build  some  for  low-  and  moderate-income 
families  or  turn  over  some  of  their  land  for 
subsidized  housing. 

In  Encinitas,  a  coastal  community 
north  of  San  Diego,  for  example,  a  build- 
er has  agreed  that  90  units  out  of  a  total 
of  350  will  be  for  low-income  families;  in 
Marina  del  Bey,  an  affluent  Los  Angeles 
suburb  which  attracts  the  young  swing- 
ing singles  set,  a  builder  has  agreed  to 
turn  over  3  of  his  21  acres  to  the  city  for 
low-income  housing.  Soon  you  won't 
have  to  be  rich  to  be  able  to  swing,  if  that 
is  your  taste. 

What    of  the   federal  government, 


Why  Not  Sell 
Zoning  Rights? 

"The  time-honored  way  of  getting  zoning  changes  was  to  bribe  the 
zoning  commissioner,"  says  economist  Bobert  H.  Nelson,  "but  since  Wa- 
tergate and  Spiro  Agnew's  troubles  in  Maryland  that  practice  seems  to  have 
slowed  down  a  bit." 

Nelson  makes  an  important  point.  How  do  you  create  necessary  zoning 
changes  without  enriching  favored  individuals?  This  Princeton-trained 
economist  who  now  works  on  land  use  for  the  Department  of  the  Interior 
makes  the  case  that  zoning,  stripped  to  its  bare  essentials,  is  a  means  of 
creating  collective  property  rights  like  those  of  the  owners  of  a  condomin- 
ium— giving  the  holder  of  one  piece  of  the  land  a  say  in  how  the  other 
holders  may  be  allowed  to  use  their  land. 

In  his  recent  book,  Zoning  and  Property  Rights,  Nelson  advocates  that 
these  collective  rights  be  made  salable — rather  than  given  or  taken  at  the 
arbitrary  decision  of  some  politically  involved  zoning  board.  "Why  not,"  he 
asks,  "create  institutions  that  make  it  possible  for  the  co-owners  to  make 
better  use  of  their  rights — in  particular,  to  sell  them  when  the  demand  for 
housing  is  so  great  that  a  change  in  their  plot  of  earth's  use  is  called  for?" 
The  problem  is  there  is  virtually  no  politically  feasible  legal  way  to  do  that. 
Thus  there  has  evolved  the  widespread  exclusion  and  the  widespread  resort 
to  bribery  of  local  officials. 

Wouldn't  the  residents  of  an  area  like,  say,  Westport,  Conn,  be  more 
willing  to  have  garden  apartments  or  town  houses  built  if  they  could  all 
benefit  financially? 

Nelson's  point  is  simply  this:  Why  not  adopt  this  kind  of  free-market 
solution  to  zoning?  Wouldn't  it  be  greath  preferable  to  the  present  political 
zoning  process  which  is  so  fraught  with  possibilities  for  corruption  and 
favoritism?  — J.B. 


33 


FORBES  AUGUST  7  1978 


Pruitt-Igoe,  a  crime-ridden  apartment  complex  in  St.  Louis,  is  put  out  of  its  misery 


The  clear  lesson:  Don't  build  huge  projects  that  concentrate  low-income  people  in  low-income  areas. 


which  is  normally  all  too  anxious  to  im- 
pose its  standards  on  individuals  and  on 
local  governments?  Even  the  most  zeal- 
ous activist  among  federal  bureaucrats 
would  hesitate  to  stir  the  wrath  of  local 
communities,  and  hence  of  Congress,  by 
trying  to  force  the  gates  of  suburban 
communities.  But  don't  mistake  this  cau- 
tion for  lack  of  will  or  for  lack  of  means. 
In  the  end,  the  federal  bureaucrats  have 
the  power  of  money,  which  may  be  more 
powerful  than  federal  troops  or  federal 
marshals.  Their  lever  is  the  Community 
Development  Block  Grant  Program  con- 
tained in  the  Housing  &  Urban  Develop- 
ment Act  of  1974.  "The  only  thing  we 
have  that  people  want  is  community  de- 
velopment money,"  says  Robert  Embry 
Jr.,  assistant  secretary  for  community 
development. 

Under  the  program  HUD  hands  out 
money- — this  year  $3  billion — to  some 
559  cities  and  81  urban  counties  who 
qualify  according  to  a  specific  formula. 
To  get  the  money  it's  eligible  for,  a  city 
or  county  must  include  in  its  application 
a  housing-assistance  plan — HAP  in  gov- 
ernmentese.  The  plan  spells  out  just  how 
the  city  or  county  intends  to  provide 
housing  for  those  who  need  assistance 
and  who  reside  or  who  might  be  expect- 
ed to  reside  in  the  community. 

This  program  is  now  going  into  its 
fourth  year,  and  HUD  is  beginning  to 
insist  that  the  communities  actually  carry 
out  their  plans.  Early  in  the  program  a 
few  localities  decided  not  to  participate 
rather  than  open  themselves  up  for  as- 
sisted housing.  Bakersfield,  Calif,  was  a 
widely  noted  example,  but  according  to 


HUD  officials,  a  dozen  large  urban  coun- 
ties have  done  the  same. 

Other  localities  opted  to  participate 
but  came  up  with  grudging  housing-as- 
sistance plans.  Livonia.  Mich,  in  1976 
was  an  example  of  that.  Martin  Sloane,  of 
the  National  Committee  Against  Dis- 
crimination in  Housing,  recalls  it  this 
way:  "The  city,  a  Detroit  suburb,  has  a 
population  of  110,000  of  whom  41  are 
black.  Every  morning  2,000  black  and 
3,000  white  people  pour  into  town  to 
work.  The  city  agreed  that  these  workers 
might  be  expected  to  reside'  in  the  com- 
munity. However,  it  proposed  to  meet 
their  need  with  the  houses  that  were 
already  there — despite  the  fact  that  the 
vacancy  rate  is  near  zero."  HUD  initially 
agreed  with  Livonia  but  was  taken  to 
court  by  NCDH.  The  Court  agreed  with 
NCDH  and  disagreed  with  HUD.  So 
Livonia  s  funds  were  promptly  cut  off. 

Last  year  the  department  determined 
that  Glastonbury,  Conn,  had  made  inad- 
equate progress  on  its  plan.  It  made  this 
year's  block  grant  conditional  on  sites  for 
two  projects  being  approved  within  six 
months.  Glastonbury  didn't  meet  the 
conditions  but  did  spend  some  of  the 
money.  The  question  now  is,  should 
Glastonbury  be  forced  to  pay  it  back?  If 
so,  it  will  be  a  first  and  an  indication  that 
HUD  indeed  is  getting  tough. 

Fairfax  County,  Va.  was  for  a  time 
controlled  by  people  who  wanted  to  halt 
growth.  More  recently  its  board  of  su- 
pervisors has  favored  growth  and  has 
been  eager  for  community  development 
funds.  But  early  this  year  the  board  halt- 
ed construction  on  a  100-unit  garden- 


apartment  complex  for  low-income  fam- 
ilies in  Springfield,  about  15  miles  from 
Washington,  D  C.  The  project,  howev- 
er, was  an  important  part  of  Fairfax 
housing-assistance  plan.  HUD  said,  "No 
more  money  unless  you  proceed."  Late 
last  month  the  board  of  supervisors  de- 
cided the  $3.8  million  in  federal  funds 
was  worth  it.  Construction  has  resumed. 
There  have  been  a  number  of  such  cases 
around  the  country. 

Just  how  potent  the  Community  De- 
velopment Block  Grant  Program  will  be, 
of  course,  remains  to  be  seen.  Suburban- 
oriented  members  of  the  House  of  Re- 
presentatives are  already  trying  to  over- 
turn HUD's  guidelines  concerning  who 
might  be  "expected  to  reside"  in  a  com- 
munity. Assistant  Secretary  Embry  won- 
ders how  Congress  can  stop  HUD  from 
enforcing  laws  that  Congress  itself  has 
passed.  "They  all  have  the  option  of  say- 
ing Keep  your  money,'  "  he  points  out. 
"It  would  be  hard  for  Congress  to  say  we 
should  give  somebody  money  in  viola- 
tion of  the  law.  " 

One  reason  for  the  current  successes, 
limited  though  they  are,  is  that  the  gov- 
ernment does  things  differently  from  the 
way  it  used  to.  It  no  longer  builds  huge 
public-housing  projects,  such  as  the  no- 
torious Pruitt-Igoe  in  St.  Louis,  which  it 
ultimately  dynamited.  For  the  most  part 
now  it  simply  provides  money  and  lets 
people  find  shelter  in  existing  housing, 
or  it  advertises  to  developers  that  there's 
money  available  and  lets  them  compete 
for  it.  "A  developer  has  a  better  chance 
of  winning,"  explains  Walter  Slattery  of 
HUD's  Kansas  City  regional  office,  "if 


FORBES,  AUGUST  7,  1978 


b9 


verythiii£  to 
write  home  -about. 


_  Four 
Seasons 

Hotel 

TORONTO 

Avenue  Road  at  Yorkville 


Call  your  Travel  Agent 
or  in  New  York  State 
Toll-Free  800-462-1150 
Elsewhere  in  Continental 
U.S.  800-828-1188 

We  Welcome 
'  American  Express  Cards 


American 
express 


Bring  Bucks,  Not  Family 

People  come  from  all  over  the  country  to  Oak  Brook,  111.  They  watch 
international  matches  at  its  Polo  Club,  they  spree  at  Bonwit  Teller  or  Lord 
&  Taylor  in  its  luxurious  125-acre  shopping  center.  Meanwhile,  corporate 
lodgers  such  as  GM,  IBM  and  numerous  other  regional  headquarters  help 
hold  down  taxes  for  schools  and  other  services  for  the  owners  of  the  town's 
$100,000-and-up  houses. 

But  while  the  corporate  headquarters  are  welcome,  most  of  their  employ- 
ees can't  afford  the  price  of  admission.  Close  to  40,000  people  labor  and 
shop  in  Oak  Brook,  but  less  than  6,000  actually  live  there;  thanks  to  tough 
zoning,  there  are  virtually  no  apartments  or  other  middle-income  housing. 

The  Leadership  Council  for  Metropolitan  Open  Communities,  a  Chica- 
go-based nonprofit  group  that  has  been  fighting  such  exclusionary  housing 
practices  since  1967,  is  trying  to  block  federal  funds  for  Oak  Brook.  Since 
the  town  hadn't  requested  HUD  funds,  the  Council  had  to  take  a  new  tack: 
It  is  urging  HUD  to  urge  the  Department  of  Transportation  to  deny  Oak 
Brook  a  grant  for  road  widening.  Says  Council  Deputy  Director  Harry  N. 
Gottlieb:  "It's  contrary  to  the  spirit  of  the  Fair  Housing  Act  of  1968  for  Oak 
Brook  to  get  federal  funds  for  any  urban  development.  It's  HUD's  obliga- 
tion to  get  other  departments  to  cooperate." 

The  Council  may  get  a  fairly  sympathetic  hearing  in  the  federal  bureauc- 
racy. "Many  people  in  the  agencies  and  the  White  House  think  there 
should  be  more  such  coordination,"  says  Chester  C.  McGuire,  HUD's 
assistant  secretary  for  fair  housing.  "I  see  it  as  a  coming  trend." 

If  HUD  agrees  with  the  specific  case  against  Oak  Brook,  it  will  have  to  sell 
the  idea  to  DOT.  But  in  a  year  or  so,  many  agencies  may  develop  their  own 
regulations  tying  grants  to  housing  opportunities.  The  Office  of  Management 
&  Budget  is  studying  the  issue  and  will  soon  make  recommendations. 

Even  the  most  ruggedly  individualistic,  conservative  citizens  of  commu- 
nities like  Oak  Brook  don't  like  to  lose  federal  dollars — which  may  turn 
out  to  be  the  Trojan  Horse  for  breaking  down  their  rich-folks-fortress 
mentality.  — Sarah  Hardesty 


his  project  isn't  strictly  for  low-  and  mod- 
erate-income families  on  assistance,  but 
includes  units  for  nonsubsidized  fam- 
ilies. That  means  government  projects 
won't  necessarily  be  identifiable  as  gov- 
ernment projects. 

A  revolution?  Hardly.  The  opposite 
current  is  running  strong  in  this  country, 
too.  It  says:  We  have  a  right  to  decide 
what  our  own  community  is  like.  A  politi- 
cian ignores  this  sentiment  at  his  risk.  But 
property  rights  have  never  been  abso- 
lute. The  power  of  the  king  and  his  legal 
successor,  the  People,  has  always  come 
first;  and  eminent  domain,  beloved  of 
road  builders,  is  well  established  in  Com- 
mon Law.  Yet  there  is  every  reason  to 
believe  that,  in  the  end,  and  however 
reluctantly,  the  state  will  say  that  an 
individual,  or  group  of  individuals,  has  no 
right  to  use  his  property  in  such  a  way  as 
to  deprive  other  individuals  of  living 
space.  Since  those  frozen  out  by  today  s 
high  home  prices  are  often  the  same  kind 
of  people  who  originally  established  sub- 
urbia, there  is  a  new,  powerful  and  articu- 
late constituency  that  will  profit  by  the 
elimination  of  zoning  and  building  regu- 
lations that  keep  home  prices  high.  Two- 
acre  zoning,  for  example.  Bestrictions  on 
town  houses  and  apartment  buildings. 

Rigidly  segregated  suburbia,  finally,  is 
a  flagrant  violation  of  the  basic  principles 
of  a  free-market  economy:  Why  should  a 
piece  of  land  be  restricted  to  single- 


family  use  if  someone  is  willing  to  pay 
much  more  to  build  an  apartment  build- 
ing on  it? 

In  the  end,  the  suburbanites  of  Amer- 
ica may  well  decide  that  it  is  in  their  own 
best  interests  to  live  in  more  integrated 
communities — and  we  don't  mean  just 
racially  integrated.  A  whole  generation 
has  forgotten  the  pleasure  of  being  able 
to  walk  to  the  nearest  grocery  store.  To 
walk  to  work.  They  have  become  sadly 
accustomed  to  the  back-breaking  ex- 
pense of  keeping  two  or  even  three  cars. 
And  they  are  beginning  to  listen  to  psy- 
chologists who  question  whether  subur- 
banites are  really  doing  their  children  a 
favor  by  raising  them  in  antiseptic,  ho- 
mogenous communities. 

People,  intellectuals  in  particular,  first 
resisted  suburbia,  then  fled  to  it.  Now 
they  are  beginning  to  move  back  into  the 
city,  into  spacious  old  town  houses  and, 
in  New  York  City  ,  abandoned  loft  build- 
ings. What  are  they  telling  us?  Probably 
that  an  organic  neighborhood — with  its 
shoemakers  and  butcher  shops,  with  its 
variegated  population,  rich.  poor, 
young,  old — is  a  good  place  to  live;  mow- 
ing lawns  and  drinking  gin-and-tonic 
with  the  neighbors  isn't  the  only  way  to 
spend  a  Saturday  .  Sterilized  suburbia,  as 
we  know  it  today ,  is  possibly  a  passing 
phase,  a  strange  period  when  every 
American  wanted  to  become  a  mass-pro- 
duced country  squire.  ■ 
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St  Louis.  A  fresh,  exciting  new  place  for 
'our  next  business  meeting. 

In  addition  to  our  centralized  location, 
it  Louis  offers  easy  accessibility,  deluxe  hotel 
ooms  and  complete  audio/visual,  banquet, 
;ntertainment  and  meeting  facilities 

For  details,  call  or  write  Carol  Lowery. 
'900  Forsyth,  St.  Louis,  Missouri  63105, 
314)  889-2813 

Then  bring  your  next  business  meeting  to 
5t.  Louis  It  could  be  very  rewarding 
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Goodyear  Vs.  Michelin 

Must  the  U.S.  tire  industry  continue  eating  Michelin's 
dust?  Not  if  Goodyear's  Chuck  Pilliod  can  help  it. 

By  PAUL  GIBSON  billion  (to  a  probable  $7  billion  this  year). 

net  profits  have  only  inched  up,  and 

Robert  E.  Mercer  tells  this  story  of  return  on  equity  has  actually  fallen  from 

w  hat  it's  like  working  for  Charles  J.  Pil-  about  13%  to  about  10%.  Goodyear  stock 

liod  Jr.,  59,  chief  executive  at  Goodyear  sells  at  a  huge  discount  from  book  value 

Tire  &  Kubber  Co.  and  yields  a  fat  but  embarrassing  8%. 

"The  day  after  Chuck  became  presi  But  don't  assume  that  Chuck  Pilliod 

dent  I  waltzed  into  his  office  to  present  has  failed.  He  hasn't.  He  has  got  Good- 

the  budget  for  expanding  a  rubber  hose  year  moving  again  in  a  troubled  indus- 

plant  in  Lincoln,  Neb.,  thinking  it  would  try.  In  the  past  five  years  he  has  poured 

be  a  breeze.  His  first  question  was,  'What  $1  billion  into  new  tire  plants  and  equip- 


Getting  Goodyear  's  blimp  ready  for  another  launching 


$1  billion  staked  to  smooth  the  ride  in  the  turbulent  tire  trade. 


manufacturing  process  are  you  going  to 
use?'  'The  tried  and  proven  process  we 
have  in  Lincoln,  Neb.,'  I  replied. 

"Then  Pilliod  said,  'Get  a  passport,  go 
to  Europe  and  visit  all  the  radiator  hose 
makers.  When  you  come  back  and  tell 
me  your  process  represents  the  latest 
state  of  the  art  in  the  industry  then  may- 
be we  will  discuss  that  plant.' 

"That  was  Monday.  I  passed  him  in 
the  hall,  so  help  me  it  was  Wednesday, 
and  he  said,  I  thought  I  told  you  to  go  to 
Europe.  Now  you  don't  just  show  up  in 
Berlin  and  say,  Lead  me  to  the  nearest 
air  hose  manufacturer.  You  make  ar- 
rangements  first.  But  believe  me  I  was 
on  an  airplane  that  night." 

That  was  six  years  ago,  and  Mercer, 
now  54,  is  president  under  Pilliod,  but 
Goodyear  has  yet  to  produce  results 
commensurate  with  its  boss'  ambitions. 
While  sales  have  increased  by  nearly  $3 


ment.  This  year  he  will  spend  $440  mil- 
lion, much  of  it  for  radial  tire  capacity- 
Next  year,  about  the  same. 

Compare  this  with  what  has  happened 
to  Goodyear's  bitter  rival,  Firestone. 
While  Goodyear's  earnings  have  in- 
creased slightly  over  the  past  five  years, 
Firestone's  have  declined — and  will  de- 
cline again,  sharply,  this  year.  Last  year 
Firestone  earned  a  pitiful  6.8%  on  stock- 
holders equity;  this  year  less.  Nowadays 
Firestone  is  curbing,  not  expanding,  its 
capital  budget  to  car-tire  plants. 

Already  Goodyear  boasts  two  of  the 
largest  and  most  modern  tire  plants  any- 
where — in  Union  City,  Tenn.  and  Fay- 
etteville,  N.C.  This  fall  it  will  open  a 
huge  addition  to  its  plant  in  Gadsden, 
Ala.  to  be  followed  early  in  1979  with  its 
biggest  radial  operation  yet  in  Lawton. 
Okla.  A  brand-new  plant.  Lawton  will  be 
so    highly    automated    that  Goodyear 


boasts  the  tires  will  hardly  be  touched  by 
hand  as  they  are  built. 

Chuck  Pilliod  takes  up  the  story. 
"When  I  took  over  we  started  a  crash 
program  for  developing  new  equipment 
and  machinery.  We  sent  teams  around 
the  world  to  make  sure,  as  we  swung 
over  to  radials,  ours  would  be  the  most 
efficient  equipment  anywhere. 

At  Goodyear's  sprawling  Akron,  Ohio 
headquarters,  Pilliod,  trim  and  pink- 
cheeked  from  his  daily  predawn  regimen 
of  fitness  exercises,  sits  in  a  cavernous 
office  whose  oak  paneling  and  stained- 
glass  windows  recall  an  era  when  Ameri- 
ca's industrial  might  was  unchallenged. 
In  tires  as  in  cars,  steel  and  electronics, 
the  Japanese  could  soon  be  breathing 
down  America's  neck.  And  when  firemen 
meet  these  days  it  is  France's  Michelin, 
not  Goodyear,  that  is  acknowledged  as 
the  world's  technological  leader.  In  pri- 
vate pep  sessions  Pilliod  regularly  and 
forcefully  reminds  his  executives,  "Don't 
waste  time  looking  over  your  shoulders  at 
the  Firestones,  Uniroyals  and  Good- 
riches.  Look  at  the  French  and  the  Japa- 
nese. They  have  the  commitment  to  tire- 
making  that  we  must  have." 

It's  been  no  secret  for  some  time  that 
the  U.S.  companies  have  had  problems 
learning  how  to  build  radial  tires.  A  mea- 
sure of  their  sensitivity  on  the  subject 
was  their  outraged  but  unconvincing 
denials  when  Forbes  so  reported  (Dec. 
15,  1976).  When  Michelin  turned  up  the 
technological  leader  in  this  field  the 
American  humiliation  was  complete. 

Goodyear  has  had  its  share  of  these 
problems,  but  nothing  like  Firestone's. 
A  congressional  committee  is  investigat- 
ing the  Firestone  500  steel-belted  radial. 
If  Firestone  is  forced  to  recall  the  prod- 
uct, the  costs  could  be  staggering.  But 
Goodyear  is  not  gloating:  It  feels  that 
Firestone's  publicized  problem  has  giv- 
en a  black  eye  to  all  American  tires. 

Chuck  Pilliod  broods  a  great  deal 
about  the  decline  of  the  U.S.  tire  indus- 
try. He  seems  to  have  concluded  that 
complacency  and  provincialism  contrib- 
uted mightily  toward  the  decline.  Inevi- 
tably, too,  he  has  concluded  that  high 
labor  costs,  featherbedding  and  general- 
ly low  productivity  in  Akron  also  took 
their  toll.  With  determination,  if  with 
some  regret,  he  is  turning  his  back  on 
Akron.  Oh,  Goodyear's  headquarters  re- 
main there,  but  not  its  new  investment. 

When  Michelin  started  producing 
tires  in  the  U.S.  in  1975,  it  bypassed 
Akron  and  instead  set  up  its  plants 
around  Spartanburg,  S  C.  under  a  cloak 
of  secrecy.  Michelin  didn't  even  join  the 
Rubber  Manufacturers  Association,  the 
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main  trade  group.  Years  before  Akron 
realized  what  was  happening,  Michelin 
had  snared  the  juicy  Sears,  Roebuck  ac- 
count for  radial  tires.  Today  Michelin, 
with  three  plants  in  the  U.S.  and  another 
under  construction,  has  4.4%  of  the  car- 
tire  replacement  market  here  under  its 
own  name,  ranking  fourth. 

Under  Pilliod,  Goodyear  is  developing 
a  similar  strategy.  Visit  Akron  today  and 
you  won  t  find  Goodyear  making  any 
passenger  car  tires  there,  only  some  spe- 
cial tires  for  racing.  From  a  peak  19,000 
after  World  War  II,  its  blue-collar  work 
force  in  Akron  has  shrunk  to  barely 
4,000.  Like  Michelin,  Goodyear  has 
moved  south  where  productivity  is  high- 
er, resistance  to  new  technology  lower 
and  secrecy  easier  to  maintain. 

"I'm  surprised  you're  being  allowed 
into  our  Union  City  plant,"  said  Pilliod 
when  he  heard  a  Forbes  reporter  was 
visiting  Goodyear's  main  radial  oper- 
ation. He  needn't  have  worried.  Plant 
Manager  Richard  Davies,  the  former 
U.S.  Olympic  basketball  player,  was  cor- 
dial in  his  welcome  but  conducted  a  tour 
designed  to  baffle  anyone  who  hadn  t 
spent  a  lifetime  building  tires.  No  se- 
crets came  out  that  day. 

If  it  never  sold  another  tire,  Goodyear 
would  still  rank  139th  on  Forbes  500 
sales  list.  Last  year  it  garnered  $2.4  bil- 
lion in  sales  from  a  variety  of  businesses 
that  range  from  rubber  hoses  and  resins 
for  plastic  pop  bottles  to  surveillance 
radar  equipment  and  aircraft  wheels. 
For  the  federal  government  Goodyear 
successfully  manages  a  uranium  enrich- 
ment plant;  for  itself,  a  five-star  luxury 
resort  in  Arizona. 

But  Goodyear,  unlike  Goodrich  and 
General  Tire,  has  no  intention  of  becom- 
ing a  diversified  company  with  a  sideline 
in  tires.  Under  Pilliod,  tires  are  still  the 
main  show.  In  the  tire  business,  Pilliod 
sees  the  real  battle  shaking  down  to  a 
fight  between  Goodyear  and  Michelin, 
with  Firestone  continuing  to  lose 
ground.  Michelin  is  a  dead-serious  com- 
petitor. It  plans  to  boost  its  U.S.  invest- 
ment from  $600  million  to  $1  billion,  and 
this  French  multinational  expects  that 
within  five  years  the  U.S.  will  be  its  most 
profitable  single  market.  (When  Miche- 
lin reentered  grand  prix  car  racing  this 
year,  where  Goodyear  had  been  unchal- 
lenged since  Firestone  dropped  out  in 
1974,  Pilliod  issued  a  brusque  memo  to 
his  racing  crews:  "We  are  not  in  racing  to 
be  second.  ") 

Says  Goodyear  President  Mercer: 
"The  real  competition  we  see  is  foreign. 
The  locals  have  dropped  and  we  are  the 
only  one  carrying  the  baton."  An  exag- 
I  geration  perhaps,  but  considering  the 
l  way  the  stakes  are  mounting  not  an  ex- 
\  treme  exaggeration. 

Goodyear  was  late  into  radials  in  the 
U.S.,  preferring  to  push  its  Polyglas  bias 
belt  tires,  and  for  a  time  appeared  to  be 


Ex-B-29-Pilot  Chuck  Pilliod 

Making  an  elephant  run  like  a  gazelle. 

losing  ground  to  both  Goodrich  and 
Firestone.  Enter  Chuck  Pilliod. 

Pilliod  was  never  truly  an  Akron  man 
although  he  likes  to  boast  that  he  "grew 
up  in  Cuyahoga  Falls,  Ohio  within  sight 
of  Goodyear's  smokestacks"  and  spent 
time  there  as  a  67-cents-an-hour  produc- 
tion trainee  after  dropping  out  of  Kent 
State  University  for  lack  of  funds.  Most 
of  his  Goodyear  career  was  spent  abroad, 
after  a  wartime  stint  piloting  B-29s  over 
Japan.  Pilliod  first  worked  in  Latin 
America,  where  his  forays  into  the  jungle 
in  search  of  customers  became  legend- 
ary. Then  he  moved  to  Europe  just  in 
time  to  get  a  grandstand  view  of  how 
Michelin  was  running  away  with  that 
market  by  pushing  radials. 

Back  in  Akron  in  the  late  1960s  Pilliod 
became  almost  a  Jeremiah  in  his  insis- 
tence that  Goodyear  was  falling  behind 


Goodyear's  Eagle  vs.  Michelin' s  Mr.  Bib 
Is  Akron's  technology  good  enough  ? 


the  foreign  competition  and  that  its  tech- 
nology was  old  hat.  He  was  right: 
Around  Goodyear  today  the  word  is  that 
the  money  spent  prior  to  1974  was  large- 
ly wasted.  "We  had  to  scrap  two  genera- 
tions of  equipment  at  Union  City,"  says 
Vice  Chairman  John  H.  Gerstenmaier, 
who  believes  that  the  other  U.S.  produc- 
ers must  now  make  substantial  increases 
to  their  capital  budgets  if  they're  to  stay 
sbreast  of  the  new  technology.  "In  this 
business,  it's  tough  to  raise  money," 
adds  Gerstenmaier,  "but  what  is  even 
tougher  is  figuring  out  how  you  are  to 
spend  it  correctly." 

If  Goodyear  is  prepared  to  admit  it 
made  mistakes  in  the  past,  Firestone 
isn't.  For  months  now  it  has  been  under 
attack  by  consumer  groups  who  claim 
the  Firestone  500,  its  premium  tire  of 
the  early  and  mid-1970s,  is  a  safety  haz- 
ard which  peels  apart  even  when  driven 
slowly.  Firestone  has  been  pilloried  in 
the  press  and  heard  its  product  linked  to 
a  number  of  fatal  accidents  at  a  congres- 
sional hearing  which  made  the  network 
newscasts  nationwide. 

This  month  the  National  Highway 
Traffic  Safety  Administration  is  due  to 
make  a  final  ruling  on  whether  Firestone 
must  recall  the  12  million  or  so  500s  still 
out  on  the  road.  If  half  the  tires  are  sent 
back,  Merrill  Lynch  estimates,  it  could 
cost  Firestone  $150  million.  That  s  more 
than  $1.35  a  share  after  taxes,  or  roughly 
two-thirds  of  what  Firestone  earned  last 
year.  Firestone  hints  it  may  fight  any 
recall  through  the  courts,  and  says  the 
fault  lies  not  with  its  production  meth- 
ods, but  with  careless  users  who  fail  to 
inflate  the  tire  properly. 

Even  though  it  has  the  advantage  of 
being  loaded  with  cash  and  has  a  far 
lower  debt  ratio  than  Goodyear,  Fire- 
stone is  clearly  on  the  defensive. 

And  Goodyear  is  on  the  offensive. 
Chuck  Pilliod,  who  delights  in  flying  the 
company's  Learjet  36A  himself,  is  keep- 
ing the  throttle  wide  open.  He  is  penal- 
izing current  profits  by  heavy  capital 
spending  and  by  heavy  investment  in 
research  and  development.  Somewhere, 
somehow,  Pilliod  wants  his  company  to 
come  up  with  the  better  product  that 
will  restore  the  U.S.  technological 
lead — and  with  it  the  high  profits  that  go 
to  technological  leaders  and  not  to  me- 
too  commodity  producers. 

He  concedes  that  profits  are  going  to 
be  unsatisfactory  for  the  next  couple  of 
years,  but  then  a  smile  lights  his  face  and 
he  talks  of  the  day  when  Goodyear  will 
once  again  earn  5%  net  on  sales.  At  that 
rate  it  would  be  earning  almost  $5  a 
share.  That  kind  of  profitability  may  nev- 
er come  again  for  Goodyear — but  not 
because  Pilliod  didn't  try,  nor  because  of 
complacency  or  ingrown  management. 

"What  Chuck  Pilliod  wants  to  do  is 
make  this  elephant  run  like  a  gazelle," 
marvels  Robert  Mercer.  ■ 
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Stockholders-*- Yech! 


You  can't  run  a  public  company  the  way  you  can  a 
private  business — a  fact  of  life  that  has  caused  B.J.  Kellenberger 
and  his  original  backers  a  great  deal  of  trouble. 


Ft.  Worth  is  a  city  of  individuals  who 
have  made  it  on  their  own,  with  a  little 
help  from  Mother  Nature,  who  provided 
the  oil.  In  Houston,  240  miles  to  the 
south,  a  huge  influx  from  the  North  has 
brought  a  bit  of  a  corporate  sheen  to  that 
town's  cantankerous  individuality,  but 
Ft.  Worth  remains  the  city  of  the  inde- 
pendent wildcatter.  One  car  seen  re- 
cently on  the  Dallas-Ft.  Worth  Turnpike 
summed  it  up:  The  sky-blue,  late-model 
Lincoln  Continental  bore  the  license 
plate  "Fun  No.  1." 

But  there's  one  oil  man  in  Ft.  Worth 
who  s  having  no  fun  at  all  right  now.  B.J. 
(Bill)  Kellenberger  is  president  of  Shen- 
andoah Oil  Co.,  which  he  founded  13 
years  ago  and  which  may  be  worth  as 
much  as  $300  million  today.  Kellen- 
berger, however,  would  like  to  get  rid  of 
the  publicly  held  company.  He  wants  to 
go  back  to  being  like  the  other  wildcat- 
ters in  town.  "Drilling  wells  and  making 
deals — that's  the  fun  part  of  the  busi- 
ness," drawls  the  easygoing  chief  execu- 
tive of  Shenandoah. 

It's  a  fix  that  Kellenberger,  a  smoothly 
tanned,  well-tailored  man  of  52,  got  him- 
self into.  Rising  from  a  roustabout  in  the 
southeast  Kansas  fields  to  vice  president 
in  charge  of  acquisitions  for  Ambassador 
Oil,  Kellenberger  went  out  on  his  own  in 
1965.  He  had  a  reputation  for  finding  oil, 
and  investors  flock  to  men  like  that. 
Some  of  Kellenberger's  backers  were 
just  plain  rich,  like  the  Bell  family, 
whose  forebears  founded  General  Mills. 
Others  were  rich  and  famous,  like  movie 
stars  Jimmy  Stewart  and  Julie  Andrews. 
All  of  them  were  looking  to  shelter  their 
income.  So  in  1965  "'B.J.  Kellenberger, 
Ltd.    was  born. 

But  Kellenberger,  though  he  likes  the 
lifestyle  of  the  wildcatter,  also  likes  secu- 
rity— or  came  to  like  it  as  he  grew  older 
and  richer.  "In  a  partnership,  the  gener- 
al partner  has  all  the  liability.  In  case 
there  were  damages,  I  wanted  a  corpo- 
rate shell  so  I  wouldn't  be  wiped  out," 
says  Kellenberger  from  the  corporate 
suite  hed  be  only  too  happy  to  leave 
right  now.  In  1969  he  took  the  assets 
from  the  partnership  and  put  them  into 
Shenandoah  Oil  Co.,  named  alter  Jimmy- 
Stewart's  money-coming  film.  The  inves- 


Shenandoah's  President  Kellenberger 
He'd  rather  be  on  his  own. 


tors  could  take  their  money  and  ex- 
change it  tax  free  for  stock  in  the  com- 
pany and  then  watch  their  investment 
appreciate  untaxed. 

"The  original  plan  was  this,"  remem- 
bers Kellenberger.  "If  we  were  success- 
ful as  a  public  company,  our  stock  would 
ultimately  become  dividend-paying  or 
the  large  investors  could  dilute  their 
stock  through  public  offerings."  But  that 
was  not  the  way  things  came  out.  The 
stock  market  turned  bad.  says  Kellen- 
berger. "Unfortunately,  in  the  Seventies 
the  public  market  didn't  reflect  what  we 
thought  was  our  underlying  value.  We 
had  all  the  evils  of  public  ownership  and 
none  of  the  benefits." 

What  Kellenberger  knows  about  is  oil 
and  gas  in  the  U.S.,  and  that's  a  valuable 
skill.  In  1971  he  hired  a  young  man 
named  Elliott  (Tony)  Roosevelt  Jr.  to 
scout  around  for  opportunities  overseas. 
Roosevelt,  a  grandson  of  Franklin  Dela- 
no Roosevelt,  also  had  the  advantage  of 
extensive  contacts  in  New  York  and 
Washington.  Roosevelt  would  be  the 
spokesman  for  Shenandoah  on  the  east- 
ern corridor  and  would  expand  the  com- 
pany internationally. 

But  overseas  explorations,  far  from  liv- 
ing up  to  Kellenberger  s  hopes,  have 
proved  a  disaster.  From  1972  to  1978, 
Shenandoah  has  poured  over  $50  million 
into  ventures  in  places  as  varied  as  Tur- 
key, Ecuador,  Australia  and,  most  re- 
cently, Guatemala.  Shenandoah  has  yet 
to  get  any  return  on  its  investment  over- 
seas. The  dry  holes  in  Guatemala  result- 
ed in  a  $34.6-million  writedown  last 
year.  Shareholders  equity  fell  from 
$14.44  per  share  in  1976  to  $6.32  last 
year.  Last  winter  the  price  of  Shenando- 
ah stock  fell  below  $20  per  share  for  the 
first  time  in  three  years. 

In  "November  Shenandoah  paid  $90 
million  in  cash  for  the  U.S.  producing 
and  Canadian  nonproducing  reserves  of 
APCO  oil.  This  acquisition  doubled  its 
debt  to  $175  million  but  also  increased 
the  proven  reserves  to  37  million  barrels 
and  268  million  cubic  feet  of  gas.  making 
Shenandoah  one  of  the  largest  of  the 
independent  oil  companies.  It  was  clear 
that  Kellenberger  was  dressing  Shenan- 
doah up  to  sell  it. 
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In  May,  Champlin  Petroleum  Co.,  a 
Ft.  Worth-based  subsidiary  of  Union  Pa- 
cific, offered  $300  million,  which  worked 
out  to  $40  a  share — a  price  that  would 
mean  over  $15  million  each  for  Jimmy 
Stewart  and  the  Bell  family,  $8  million 
for  Julie  Andrews  and  $5  million  for  Kel- 
lenberger.  But  just  two  days  before  the 
deal  was  to  be  signed,  Petro-Lewis,  a 
$36-million-revenue  Denver-based  oil 
and  gas  producer,  elbowed  in  with  a  bid 
of  $2.25  more  per  share.  Kellenberger 
still  wanted  to  take  the  Champlin  deal, 
but,  he  explains,  "We  were  effectively 
blocked.  If  you  get  a  higher  offer  you 
have  to  put  all  the  details  in  a  proxy 
statement.  .  .  You  re  here  to  serve 
your  stockholders. "  Kellenberger  says 
the  last  phrase  grudgingly.  He  clearly 
prefers  being  his  own  boss  to  "serving" 
anybody. 

At  any  rate,  Petro-Lewis  backed  out 
the  weekend  before  the  deal  was  to  be 
signed.  Shenandoah  stock  dropped  $6. 
Petro-Lewis  refuses  to  explain  why  it 


FDR's  grandson  Tony  Roosevelt 


He  knows  all  the  right  people. 


reneged,  and  so  far  neither  Champlin 
nor  any  other  company  has  come  back 
with  another  bid.  Bight  now  Kellen- 
berger is  looking  at  his  options:  to  liqui- 
date Shenandoah's  assets  or  to  look  for 
another  cash  offer  or  to  continue.  Mean- 
while, the  investors,  who  watched  mil- 
lions in  potential  capital  gain  evaporate 
in  May,  are  none  too  happy. 

"You  know,"  Bill  Kellenberger  muses, 
"we  could  have  done  everything  we've 
done  without  any  public  money.  We 
raised  only  $10  million  on  the  market. 
Without  it  we  would  have  been  in  con- 
trol of  our  own  destiny.  We  could  have 
completed  the  deal  with  Union  Pacific 
without  worrying  about  stockholder  suits 
or  anything.  When  you  put  a  major  por- 
tion of  your  productive  years  into  a  busi- 
ness you  kind  of  resent  not  being  able  to 
control  it." 

When  and  if  he  finally  unloads  Shen- 
andoah, Kellenberger  adds,  he'll  go  back 
into  business — "but  it's  going  to  be  a 
totally  private  thing."  ■ 


A  Nation  Of  Ostriches 

Taiwan's  future  is  threatened 
by  America's  closer  ties  with  the 
People's  Republic  of  China,  but  no 
one  there  is  doing  much  about  it. 


By  NORMAN  PEARLSTINE 

By  day  its  busy  factories  crank  out  tex- 
tiles, electronic  equipment  and  other  ex- 
port goods  at  a  ferocious  pace.  By  night 
smartly  dressed  couples  and  families 
crowd  the  new  restaurants,  coffee  shops 
and  well-stocked  boutiques  in  the  cap- 
ital, Taipei,  and  in  other  major  cities. 
The  local  real  estate  and  stock  markets 
are  booming,  and  the  nation's  five  auto 
assemblers  are  expanding  production  to 
meet  rising  consumer  demand.  Per  capi- 
ta income  has  risen  to  $900  a  year  in  1977 
from  $322  in  1970. 

So  why  worry  that  the  U.S.  is  moving 
closer  to  full  diplomatic  relations  with 
Mainland  China?  That  the  price  of  such 
relations  will  probably  be  an  end  to  U.S. 
official  relations  with  the  island  nation  of 
Taiwan  and  abrogation  of  their  mutual 
defense  pact?  What  s  so  painful  about  a 
diplomatic  snub  when  it  is  soothed  with 
the  balm  of  a  flourishing  trade?  Taiwan, 
after  all,  had  an  overall  international 
trade  surplus  of  $850  million  in  1977  and 
a  surplus  with  the  U.S.  of  $1.67  billion. 
This  year's  trade  surplus  with  the  U.S. 
could  easily  top  $2  billion. 

Nevertheless,  the  government  in  Tai- 


pei is  worried — but  isn't  doing  much 
about  it.  Bight  now  Taiwan  is  like  a 
company  racking  up  record  profits  with  a 
product  that  may  soon  be  obsolete  and 


President  Chiang  Ching-kuo 


Stability's  shaky  foundation. 


whose  management  has  no  workable 
plan  for  new  products  or  new  projects. 
The  prevailing  mood  seems  to  be:  If  we 
don't  look  at  the  problem,  maybe  it  will 
go  away.  The  ostrich  could  well  be  the 
national  bird. 

Whether  the  U.S.  and  Mainland  Chi- 
na get  together  later  this  year  or  delay 
until  after  the  next  presidential  election 
in  1980,  the  question  clearly  is  not  "if 
but  "when." 

The  move,  when  it  comes,  won't  cause 
the  immediate  collapse  of  Taiwan  and  its 
highly  productive  economy.  Nor  is 
Taiwan  unable  to  defend  itself  without 
U.S.  help.  The  real  problem  is  that  dip- 
lomatic isolation  can  slowly  lead  to  eco- 
nomic isolation. 

That  should  give  pause  to  American 
businessmen  who  have  already  poured 
more  than  $500  million  in  direct  invest- 
ment into  Taiwan  and  to  the  U.S.  gov- 
ernment's Export-Import  Bank,  which 
has  extended  loans  and  guarantees  total- 
ing $1.6  billion  to  the  country.  Invest- 
ments that  can  be  repatriated  within 
five  to  ten  years  seem  very  safe  and 
some  longer-term  investments  may  also 
make  sense.  But  it  would  be  wise  to 
hold  off  making  such  long-term  commit- 


FORBES,  AUGUST  7,  1978 


65 


merits  until  signs  emerge  that  Taiwan  is 
willing  and  able  to  deal  with  its  long- 
range  problems. 

Once  the  U.S.  recognizes  the  People  s 
Republic  of  China,  most  of  the  22  other 
countries  that  still  have  diplomatic  ties 
with  Taiwan — including  Saudi  Arabia 
and  Kuwait,  which  supply  Taiwan  with 
most  of  its  oil — are  likely  to  follow  suit. 
Some  government  officials  in  Taipei  fear 
that,  once  it  is  isolated  diplomatically, 
Taiwan  will  become  vulnerable  to  an 
economic  boycott.  As  a  result,  many  of 
the  140  countries  still  doing  business 
with  Taiwan  will  begin  to  limit  or  end 
their  trade  relations  with  it.  These  offi- 
cials point  to  Canada,  which  kept 
Taiwanese  athletes  from  competing  in 
the  Montreal  Olympics  a  couple  of  years 


Sun  Yuan-Suan  is  a  technocrat  with  no 
political  following. 

The  government,  army  and  national 
security  officers  are  largely  controlled  by 
elderly  members  of  the  Kuomintang  par- 
ty who  fled  the  mainland  in  the  late 
1940s.  So  far  these  elders  have  been  very 
slow  to  give  much  power  to  native 
Taiwanese,  who  make  up  about  80%  of 
the  population,  or  to  younger  Chinese 
from  the  mainland.  Last  fall,  local  elec- 
tions resulted  in  scattered  but  significant 
victories  for  non-Kuomintang  candi- 
dates. The  elections  also  prompted  the 
first  serious  antigovernment  violence  in 
30  years.  The  aging,  ailing  Chiang  is  the 
shaky  foundation  upon  which  Taiwan's 
stability  rests. 

Besides  its  political  problems,  Taiwan 


". .  .  Some  thoughtful  Taiwanese  are  beginning  to  believe  that  the 
only  way  to  survive  is  for  the  government  to  renounce  its  claims  to 
the  mainland  and  to  seek  an  accommodation  with  the  PRC.  So  far, 
neither  side  is  willing  to  discuss  publicly  such  a  solution  . . ." 


ago;  to  Japan,  which  has  just  signed  a 
valuable  long-term  trade  treaty  with  the 
PRC;  and  to  the  European  community  as 
the  countries  most  likely  to  adhere  to  a 
boycott. 

Taiwan's  stability  would  also  be  threat- 
ened should  Chiang  Ching-kuo,  its 
president  and  the  son  of  Generalissimo 
Chiang  Kai-shek,  die  anytime  soon. 
Taiwanese  officials  bristle  at  questions 
about  who  will  rule  after  Chiang,  since 
he  took  office  only  on  May  20.  But 
Chiang,  who  is  popular,  is  a  68-year-old 
diabetic,  and  there  is  no  likely  candidate 
being  groomed  to  succeed  him.  Vice 
President  Shieh  Tung-min,  a  native 
Taiwanese,  is  largely  a  figurehead  and  at 
71  is  in  bad  health  himself.  And  Premier 


also  faces  serious  economic  challenges. 
Through  great  effort  unemployment  has 
been  reduced  to  only  1.3%,  but  as  a 
result,  some  electronics  and  other  labor- 
intensive  firms  are  now  complaining 
about  shortages  of  workers  and  about 
higher  wages,  which  average  about  $150 
a  month  in  Taiwan  compared  with  less 
than  $100  a  month  in  several  other  Asian 
lands.  The  Taiwanese  are  especially  ner- 
vous about  South  Korea,  which  with 
twice  its  population  has  a  bigger  and 
cheaper  labor  supply.  South  Korea's 
growth  rates  in  the  past  few  years  have 
been  even  higher  than  Taiwan's  and  it 
has  recently  gained  a  big  edge  over 
Taiwan  in  trade  with  the  Mideast. 

Ask  a  Taiwanese  businessman  what  he 


fears  most,  Mainland  China 
or  South  Korea?  He  is  more 
likely  than  not  to  reply, 
"South  Korea." 

What  can  Taiwan  do?  It  is 
already  moving  on  the  eco- 
nomic front  to  upgrade  its 
manufactured  products, 
making  them  less  labor-in- 
tensive, and  it  is  trying  to 
diversify  its  markets  to  less- 
en the  impact  of  protection- 
ism. But  politically  and  dip- 
lomatically, it  isn't  doing 
enough  to  adjust  to  chang- 
ing circumstances.  Taiwan- 
ese officials  give  no  indica- 
tion that  they  have  a  plan  to 
deal  with  the  consequences 
of  U.S.  recognition  of  the 
mainland.  They  won't  even 
discuss  the  issue  with  U.S. 
officials  or  with  anyone  else. 

Some  thoughtful  Taiwan- 
ese, however,  are  beginning 
to  believe  that  the  only  way  to  survive  is 
for  the  government  to  renounce  its 
claims  to  the  mainland  and  to  seek  an 
accommodation  with  the  PRC.  So  far, 
neither  the  mainland  nor  Taiwan  is  will- 
ing to  discuss  publicly  such  a  solution. 
President  Chiang  rejects  any  dealings 
with  the  communists  and  PRC  leaders 
insist  that  some  day — be  it  a  decade,  two 
decades  or  longer — mainland  China  will 
have  to  take  Taiwan  by  force.  Such  pro- 
nouncements may  be  little  more  than 
the  rhetoric  of  aging  leaders,  but  they 
illustrate  the  inflexible  mentality  that 
prevails. 

Taiwan's  case  is  by  no  means  hopeless. 
The  vast  majority  of  the  people  are  anti- 
communist,  if  for  no  other  reason  than 
that  they  are  well  aware  of  what  life  is 
like  on  the  mainland.  Few 
of    them    would  willingly 
trade  their  relatively  com- 
fortable— and  improving — 
lives  for  Maoist  austerity. 
But  Taiwan's  position  in  the 
."  world  is  fragile — so  fragile 

^^^^^^     that    it    requires    a  more 
imaginative  response  by  its 

leaders. 

Perhaps  they  should  take  Hong  Kong 
for  their  model. 

The  People  s  Republic  could  take 
that  small  crown  colony  without  a 
struggle,  but  China  prefers  to  see 
Hong  Kong  prospering  and  providing 
valuable  foreign  exchange.  In  return, 
Hong  Kong  treats  the  government  in 
Peking  with  respect  and  pays  it  the 
obeisance  due  the  Heavenly  Court 
from  a  lesser  province. 

Perhaps  the  rulers  of  Taiwan  will 
have  to  swallow  their  pride  and  do 
something  along  the  Hong  Kong  mod- 
el. Unless  they  do  so,  their  prosperity 
may  prove  as  short-lived  as  their  empty 
hopes  of  recapturing  the  mainland.  ■ 
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Canada's  Sleeping  Beauty 

The  sons  of  George  Black  have  won  control  of  one  of 
Canada's  greatest  industrial  empires.  The  Black  brothers 
have  big  ambitions — and  Argus  Corp.  has  big  problems. 


By  BETTY  FRANKLIN 
with  Richard  Greene 

Conceive  of  a  single  holding  company 
controlling  Ford  Motor  Co.,  Safeway 
Stores,  Johns-Manville,  ASARCO,  radio 
and  TV  stations  and  a  few  dozen  other 
enterprises  thrown  in.  It  couldn't  hap- 
pen in  the  U.S.,  but  it  can  and  does 
happen  in  Canada.  Argus  Corp.,  whose 
shares  are  occasionally  traded  on  the  To- 
ronto Stock  Exchange,  controls  the  very 
heart  of  a  good  deal  of  Canadian  industry 
that  is  not  U.S-controlled  (see  chart,  p. 
70).  All  told,  Argus  companies  have 
about  $3.7  billion*  in  assets  and  sales  of 
$5.8  billion.  Argus  is  fantastically  lever- 
aged: Argus  has  only  1.7  million  voting 
shares,  with  a  recent  market  value  of 
about  $60  million. 

Last  month  Argus  got  a 
dynamic  new  boss.  Conrad 
Black  is  a  square-jawed  mul- 
timillionaire with  a  photo- 
graphic memory  who  has 
bought  up  or  started  19 
Canadian  newspapers  in  the 
last  nine  years.  His  older 
brother,  G.  Montegu  Black 
III,  is  not  as  visible,  but  just 
as  ambitious.  They  took 
over  Argus  last  month  by 
neatly  capturing  control  of 
Ravelston  Corp.,  the  hold- 
ing company  which  was  set 
up  by  some  of  Argus'  aging 
owners  in  1968  to  own  62% 
of  Argus'  stock  and  to  keep 
control  in  the  hands  of  the 
founding  group. 

For  a  while  nobody  on 
Toronto  s  Bay  Street  was 
quite  sure  what  was  going 
on,  but  one  thing  seemed 
certain:  The  mighty  Argus 
empire  was  safe  in  the 
hands  of  th  old  Anglo- 
Canadian  establishment 
that  founded  it;  the  chal- 
lenge from  French-Canadi- 
an Paul  Desmarais  had  been 
turned  back  for  good.  Des- 
marais is  the  publicity-hat- 


ing, nonestablishment  financier  and 
newspaper  publisher  (the  Gesca  Ltee. 
chain)  whose  Power  Corp.,  a  Montreal- 
based  holding  company,  by  1976  had 
bought  26%  of  Argus  voting  shares  in  a 
bid  for  control. 

Also  a  safe  bet  was  that  Argus,  somno- 
lent for  years,  was  in  for  a  big  shakeup. 
For  more  than  a  decade,  everything 
about  it  has  suggested  somnolence  as  its 
dynamic  founders  died  or  retired.  Under 
E.P.  Taylor,  who  ran  the  company  from 
1945  to  1968,  Argus  was  literally  a  hold- 
ing company  and  it  made  no  effort  to  run 
the  companies  it  controlled.  "We  may 
make  an  acquisition  some  day,"  Argus 
ex-President  A.  Bruce  Matthews  told 
Forbes  only  two  months  ago.  "We  may 
sell  something  some  day." 

The  Argus  companies  could  do  with  a 


Argus  founder  E.P.  Taylor  with  jockey  Eddie  Arcaro 


*All  figures  are  in  U.S.  dollars 


Racehorses  and  land  were  more  fun  than  running  Argus. 


bit  of  the  Black  family's  apparent  dyna- 
mism. Take  Massey-Ferguson.  Swollen 
with  inventories,  it  lost  $55  million  in 
the  first  half  of  its  current  fiscal  year.  Its 
president  and  chief  executive,  Albert  A. 
Thornbrough  (who  spends  much  of  his 
time  in  sunny  Boca  Raton,  Fla.)  predicts 
no  improvement  until  the  final  quarter  of 
fiscal  1978.  In  fact,  some  analysts  say, 
straightening  out  Massey  could  turn  into 
a  race  with  its  banks,  who  could  force 
Massey  to  dispose  of  some  profitable  op- 
erations a  la  White  Motor  to  reduce  its 
$657  million  in  long-term  debt  (against 
$741-million  equity).  Says  one  analyst: 
"What  Massey  needs  is  a  good  Detroit- 
oriented  man  to  consolidate  produc- 
tion— and  a  good  used-car  salesman." 

Or  take  Dominion  Stores,  frequently 
bloodied  by  Canada's  cutthroat  food  re- 
tailing price  wars.  Other 
supermarket  chains  in  Can- 
ada were  not  hurt  as  much 
in  overall  profitability  be- 
cause they  had  diversified 
into  nonfood  items.  But 
Dominion,  under  its  stand- 
pat  leadership,  did  not, 
and  its  earnings  have  see- 
sawed over  the  last  three 
years  from  $2. 15  per  share 
in  fiscal  1976  (ended  Mar. 
31)  to  $1.70  in  1977  to 
$2.18  this  year. 

But  Argus  has  some  aces, 
too.  For  example,  23.1%- 
owned  Hollinger  Mines, 
now,  in  effect,  a  $139-mil- 
lion  pool  of  liquidity  In- 
creasingly, Hollinger  has  in- 
vested its  cash  flow;  today, 
it  mines  only  dividends. 
Hollinger  has  $49  million  in 
cash,  an  $89-inillion  portfo- 
lio of  mining  and  metal-pro- 
cessing stocks  and  $35  mil- 
lion in  annual  dividend  and 
royalty  income.  Then 
there's  Standard  Broadcast- 
ing. Broadcasting  is  a  profit- 
able business  in  Canada  as 
well  as  the  U.S.  Little  Stan- 
dard will  probably  net  $4.8 
million  this  vear  on  $39-mil- 


lion  revenues. 
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The  steel  industry  puzzl 
tough  problems  in  searc 


Steel  is  a  basic  commodity  used  by  most 
industries.  Thus,  the  economic  health  of  Amer- 
ica's steel  industry  plays  an  indispensable  role 
in  the  well-being  of  our  nation's  economy. 

Last  year,  steel's  troubles  made 
headlines. 

Plant  closings  and  layoffs— triggered  by 
an  unprecedented  flood  of  steel  imports— fo- 
cused attention  on  the  plight  of  the  industry. 

Since  then  steel's  situation  has  improved 
slightly,  but  our  problems  are  far  from  solved. 

No  single  solution 

Most  of  the  issues  confronting  Bethle- 
hem and  other  domestic  steelmakers  impact  on 
each  other  to  weaken  the  earnings  we  need  to 
get  moving  forward  again. 

No  single  solution  solves  all  of  the  inter- 
locking problems  that  make  up  the  steel  indus- 
try puzzle. 

If  the  pieces  fall  into  place 

Because  steel  is  essential  to  the  prosper- 
ity and  national  defense  of  America,  we  believe 
the  pieces  of  the  puzzle  must  fall  into  place. 
And  they  will,  provided  industry  and  govern- 
ment work  together  to  insure  economic  health 
and  stability. 

Putting  it  all  together 

Just  as  steel's  problems  have  impacted 
on  one  another  to  diminish  earnings,  so  work- 
able solutions  can  interact  to  improve  earnings. 
And  better  earnings  provide  the  means  we 
need  to  upgrade  productivity,  maintain  em- 
ployment, and  attract  investors. 

Consider: 

Federal  tax  policies  that  generate  funds 
for  capital  investment  can  stimulate  demand 
for  steel  from  the  construction  and  capital 
goods  markets. 

Vigorous  enforcement  of  America's 
existing  trade  laws  can  prevent  foreign  produc- 
ers from  "dumping"  illegally  priced  steel  that 
erodes  our  markets. 

Sensible  energy  policies  can  help  insure 
adequate  supplies  of  the  coal,  oil,  natural  gas, 
and  electric  power  we  need  to  keep  our  plants 
running,  our  employees  working. 

Less  rigid  and  less  costly  environmental 
mandates  by  government  can  free  more  steel 
dollars  to  invest  in  job-  and  income-producing 
facilities— without  forsaking  environmental 
goals. 

And  regulatory  reform  to  eliminate  red 
tape  at  all  levels  of  government  can  save  tax 
dollars  for  everyone. 

Write  for  free  booklet 

For  more  information  about  the  prob- 
lems facing  America's  steel  industry  and  our 
recommended  solutions,  write  for  our  booklet, 
"In  Search  of  Solutions."  Public  Affairs  Depart- 
ment, Room  476-F,  Bethlehem  Steel  Corpora- 
tion, Bethlehem,  PA  18016. 

Bethlehem 


Domtar,  one  of  the  largest  pulp  and 
paper  companies  in  Canada,  has  been 
expanding  into  the  U.S.  In  April  it  ac- 
quired Kaiser  Cement  &  Gypsum's  gyp- 
sum division  for  $34  Million.  It  also  gets 
a  large  portion  of  sales  from  chemicals 
and  construction. 

This  somewhat  tarnished  treasure  was 
put  together  in  1945  by  some  legendary 
figures  in  Canadian  finance:  E.P.  Taylor, 
a  former  Ontario  brewer  (who  also  built 
Canadian  Breweries),  and  his  partners, 
John  A.  (Bud)  McDougald,  W.  Eric  Phil- 
lips and  M.  Wallace  McCutcheon.  In 
1968  this  Anglo-Canadian  mafia  brought 
in  as  another  partner  George  Montegu 
Black,  an  accountant  from  Winnipeg.  An 
eccentric  with  a  reputation  for  such  hob- 
bies as  re-creating  the  Battle  of  Waterloo 
with  toy  soldiers,  Black  died  in  1976, 
leaving  a  reported  $20-million  estate. 

Conrad  Black  is  proud  of  the  fact  that 
he  started  building  his  Sterling  Newspa- 
pers chain  with  his  own  money — before 
he  came  into  his  father's.  It  is  now  a 
highly  profitable  operation  and  Black  is 
reputedly  worth  $50  million  himself.  His 
brother  is  executive  vice  president  of 
Dominion  Securities,  a  private  invest- 


ment company.  But  the  Blacks  never 
forgot  about  Argus.  They  were  simply 
biding  their  time;  their  father's  estate 
also  included  22.4%  of  Ravelston. 

Ravelston  was  the  inspiration  of 
McDougald.  Its  only  assets  were  Argus 
voting  stock.  According  to  one  insider, 
its  charter  requires  that  any  shareholder 
who  wanted  out  first  had  to  get  permis- 
sion from  the  others,  or  to  sell  to  them  in 
proportion  to  their  holdings.  A  majority 
could  forcibly  buy  out  anyone  who  was 
"out  of  step  with  the  others.  " 

As  Argus'  founders  died  off — Phillips 
in  1964,  McCutcheon  in  1969 — the  sur- 
vivors, McDougald  and  Taylor,  squab- 
bled. Taylor  had  resigned  as  Argus  presi- 
dent in  1968  to  pursue  other  interests.  In 
1976  he  fell  out  with  his  partners  over 
the  Power  Corp.  takeover  attempt — 
Taylor  wanted  to  sell  out,  they  wanted  to 
hang  on.  Taylor  eventually  backed  Des- 
marais.  But  the  Ravelston  fortress  pro- 
tected an  impregnable  62%. 

So  when  Bud  McDougald,  the  last 
founder  still  in  power,  died  last  March, 
the  stage  was  set.  His  estate  and  Phillips 
each  had  23.6%  of  Ravelston.  The  rest 
was  spread  among  three  other  groups, 


including  the  sons  of  George  Black. 

Within  four  months  the  Blacks  had 
forced  out  their  rivals  under  the  compul- 
sory transfer  agreement  and  bought  the 
McDougald  and  Phillips  estates'  Ravel- 
ston stock  for  a  reported  $16  million. 

Thus  for  $16  million  the  Blacks  have  got 
themselves  into  a  position  to  exert  a  major 
influence  in  reinvigorating  Canada's  rath- 
er tired  industrial  economy.  Since  all  this 
happened  they  have  refused  to  talk  with 
the  press  but  their  actions  have  spoken 
louder  than  words.  They  have  already 
replaced  Argus'  top  management  with 
men  of  their  own  choosing:  Nelson  M. 
Davis,  a  72-year-old  Toronto  business- 
man, was  named  chairman;  Conrad  Black, 
president;  H.N.R.  Jackman,  46,  an  insur- 
ance executive  and  Fredrik  S.  Eaton,  40, 
head  of  T.  Eaton  Co.,  a  private  $  1. 1 -billion 
department  store  chain,  were  both  named 
directors. 

Look  for  fireworks — especially  at  ail- 
ing Massey-Ferguson.  If  the  Blacks  can 
improve  on  the  Argus  companies  subpar 
performance,  the  rewards  could  be  tre- 
mendous. Where  else  can  $16  million 
buy  control  of  $3.7  billion — a  leverage  of 
more  than  200  to  1?  ■ 
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These  days,  the  future  just  isn't 
what  it  used  to  be. 


Because  Pension  Managers  never 
had  to  deal  with  the  uncertainties 
they  have  to  deal  with  today. 


Today  you  can't 
just  farm  out  your 
corporate  pension  funds 
and  rest  assured. 
Without  a  solid 
cornerstone,  there  is 
no  rest  assured. 

And  that's  where 
Metropolitan  comes 
in.  We  can  simplify  yo 
life.  Because  at  Met, 
I  we're  qualified  to  be  your 
j  cornerstone  of  solidly 
invested  money. 

Our  Fixed  Income 
General  Fund  is  a 
healthy  mixture  of 
sound,  dependable 
assets.  For  your 
cornerstone,  we  have 
a  portfolio  of  nearly 
40  billion  dollars, 
54%  of  which  is  in 
private  placements,  29%  in  mortgages 
and  the  balance  in  real  estate  and  cash. 
Principal  may  be  guaranteed  in  all  contracts 
land  so  may  interest.  In  fact,  our  guaranteed 
interest  has  been  over  8%  for  over  eight 
years  in  a  row.  We  can  also  guarantee 
lifetime  annuity  payments. 

In  pension  fund  investing,  a  solid  cor- 


nerstone has  never  been  as  important  as  it  is 
now.  And  ours  has  never  been  more  solid. 
If  you  wish,  we'll  furnish  you  with 
information  on  available  contracts  and  our 
financial  statements. 

With  the  future  being  as  unpredictable 
as  it  is,  isn't  Metropolitan  Life  a  nice  place 
to  know  about. 


Come  to  Metropolitan.  Simplify  your  life. 

&  Metropolitan 


If  you  haven't  seen  our  proposal,  just  write  to  Asst.  Vice  President  James  B.  Weil,  Group  Pensions— Marketing,  Metropolitan  Life,  One  Madison  Ave., 
Mew  York,  N  Y.  10010.  Or  contact  the  Metropolitan  Regional  Pension  Director  nearest  you:  J.  F.  Barnert,  Atlanta,  GA  Tel:  404-393-1410.  J.  Wakefield,  Boston,  MA 
Tel:  617-338-1300.  P.  E.  Braun,  Chicago,  ILTel:  312-861-3000.  R.  F.  Vieson,  Dayton,  OH  Tel:  513-859-2207.  R.  J.  Davi,  New  York,  NY  Tel:  212-578-2297. 
F.  A.  Dudley,  Wayne,  PA  Tel:  215-687-3555.  G.  L.  Bannerman,  St.  Louis,  MO  Tel:  314-726-5990.  J.  J.  Peters,  Los  Angeles,  CA  Tel:  213-626-6401. 


To  manage  money  matters  for  a 

forest  products  giant  like  Weyerhaeuser, 

a  man  must  be  as  growth-minded  as  his  company. 


William  C.  Stivers,  Treasurer,  Weyerhaeuser  Company. 


His  banker  must  be  the  same. 


William  B.  Harrison,  Jr., Vice  President,  Chemical  Bank. 
Photographed  at  one  of  Weyerhaeuser's  seedling  greenhouses,  Rochester,  Washington. 


II  a  recognized  leader  in  modern  forest 
janagement,  Weyerhaeuser  has  right- 
Illy  earned  its  reputation  as  "the  tree- 
ipwing  company."  And  in  the  process 

Is  developed  into  a  worldwide  organi- 
tion  with  decided  financial  strengths. 

To  build  on  those  strengths,  Trea- 
Jrer  Bill  Stivers  can  call  on  many  re- 
lurces.  One  is  his  Chemical  banker, 

III  Harrison. 

I   Harrison  carries  on  a  tradition  of 
igressiveness  and  flexibility  that 
llgan  when  Chemical  Bank  provided 
Icyerhaeuser  with  a  major  capital  ex- 
linsion  loan  in  the  tight  money  year  of 
j|69,  followed  by  revolving  credits 
||m  1972  through  1976,  as  well  as 


unique  financing  arrangements  for  two 
Weyerhaeuser  subsidiaries. 

Today,  however,  Harrison  carries 
on  that  tradition  from  San  Francisco— 
where  Chemical  Bank  has  established 
regional  headquarters.  And  where  con- 
stant communication  with  Chemical 
Bank  New  York  helps  provide  Weyer- 
haeuser with  in-depth  coverage  from 
senior  management  to  service  assistant. 

As  Weyerhaeuser's  main  link  to 
Chemical,  Harrison  works  hard  to  as- 
sure continuity,  back-up  and  quality 
service.  Coordinating  all  groups  in  the 
bank  as  they  relate  to  Weyerhaeuser, 
Harrison  has  helped  Stivers  with 
foreign  exchange  and  foreign  collec- 


tions; has  provided  financing  for 
Weyerhaeuser's  customers  both 
domestically  and  internationally;  has 
established  on-line  communications 
through  ChemLink,  Chemical's  finan- 
cial management  system,  as  well  as 
computer-to-computer  transmission  of 
lock  box  information. 

Both  Stivers  and  Harrison  take  a 
broad  view  of  their  relationship.  And 
both  will  tell  you  that  mutual  under- 
standing and  respect  are  what  make  it 
work.  That's  what  usually  happens 
when  corporate  officers  get  together 
with  Chemical  bankers.  And  what  re- 
sults is  bottom  line  benefits  for  both 
the  company  and  the  bank. 


Chemical  Banc 

Main  Office:  20  Pine  Street,  New  York,  New  York  10005.  Abidjan,  Bahrain,  Beirut,  Birmingham,  Bogota,  Brussels,  Buenos  Aires,  Cairo,  Caracas, 
Channel  Islands,  Chicago,  Dubai,  Edinburgh,  Frankfurt,  Hong  Kong,  Houston  (affiliate),  Jakarta,  London,  Madrid.  Manila,  Mexico  C,:y,  Milan, 
Monrovia,  Nassau,  Paris,  Rio  de  Janeiro,  Rome,  San  Francisco,  Sao  Paulo,  Singapore,  Sydney,  Taipei,  Tehran,  Tokyo,  Toronto,  Vienna,  Zurich. 


Statistical  Spotlight 


Everybody  Wins  But  The  Brokers 


In  the  last  19  months  American  Tele- 
phone &*Telegraph  Co.  has  raised  over 
$1  billion  in  new  equity  without  spend- 
ing a  penny  in  underwriting  fees. 

How?  Through  dividend  reinvest- 
ment, a  basically  simple  idea  with  a  cou- 
ple of  new  wrinkles  that  is  being  offered 
by  an  increasing  number  of  companies. 

Corporate  dividend  reinvestment  is 
one  of  those  good-for-the-goose,  good- 
for-the-gander  propositions.  You  plough 
back  your  dividends  on  common  stock 
holdings  and  the  company  sells  you  addi- 
tional shares  of  stock,  shares  often  autho- 
rized but  not  outstanding.  Without  pay- 
ing its  investment  banker  one  cent,  the 
corporation  has  raised  new  equity  capital. 
The  investor  has  increased  his  share- 
holdings, with  reduced  brokerage  fees  or 
perhaps  none  at  all.  The  corporations 
often  will  make  the  shares  available  at  a 
discount  from  market,  so  the  yield  can  be 
a  good  half-percentage  point  higher. 

Citibank,  pioneering  as  usual,  con- 
ceived the  idea  back  in  the  late  Sixties 
when  mutual  funds  were  reinvesting  divi- 
dends and  the  banks  were  handling  the 
mechanics:  holding  the  dividends,  buying 
the  shares  and  maintaining  the  records  for 
investors.  Why  not,  Citicorp  reasoned, 
offer  the  same  service  to  corporations?  It 
was  especially  attractive  to  utilities,  big 
users  of  capital;  any  route  to  lower  new- 
money  costs  looked  worth  a  try. 

AT&T  established  its  plan  with  Citi- 
bank in  1969.  Today,  Ma  Bell's  plan  is 
the  largest  around,  with  more  than 
700,000  participants.  In  1977  AT&T 
raised  $565  million  this  way  and  has 
already  raised  as  much  so  far  this  year. 
Its  total  new-money  requirements  this 
year  will  be  about  $3.2  billion,  and  Bell 
expects  to  raise  one-third  of  that  from  a 
combination  of  dividend  reinvestment, 
the  Bell  System  savings  plan  and  its  em- 
ployee stock  option  plan,  with  dividend 
reinvestment  the  largest  contributor. 

Like  all  the  other  companies  in  the 
table  below,  AT&T  offers  its  original- 
issue  shares  at  95%  of  the  current  market 
price.  Says  Harry  Morris,  AT&T  trea- 
sury supervisor:  "That  percentage  is  still 
less  than  what  we  would  pay  if  we  had  to 
go  to  market  and  pay  brokerage  and 
handling  fees  to  do  an  issue."  It's  certain- 
ly less  disruptive  of  the  market. 

Say  you  own  100  shares  of  AT&T  at 
591A.  Your  annual  dividends  are  $460. 
Put  that  reward  a  reinvestment  plan  pur- 
chase and  you  acquire  eight  additional 
shares  for  $450,  figuring  the  5%  dis- 
count. Those  eight  shares  purchased  on 


the  open  market  would  cost  you  $474, 
plus  $30  in  brokerage  fees,  for  a  total  of 
$504.  Meanwhile,  the  yield  on  those 
eight  new  shares  at  their  discounted 
price  jumps  from  7.8%  to  8.2%. 

There's  another  feature  to  AT&T's 
plan,  available  from  other  companies  as 
well.  In  addition  to  putting  their  divi- 
dends into  more  stock,  stockholders  can 
also  chip  in  up  to  $3,000  per  quarter  in 
cash.  They  don't  get  the  discount  on  the 
cash  investments,  but  they  do  escape  the 
stiff  brokerage  fees  which  currently  pe- 
nalize the  small  and  medium  investor. 
AT&T  shareowners  also  can  contribute 
interest  or  dividends  from  other  AT&T 
securities  or  debentures. 

The  Bell  plan  really  took  off,  Morris 
says,  when  the  company  began  purchas- 
ing shares  with  these  cash  payments 
monthly  rather  than  quarterly,  as  it  does 
with  dividend  reinvestment.  "Original- 
ly," he  says,  "we  said,  Send  in  the  cash 
and  we'll  purchase  at  dividend  time.'  But 


we  were  holding  checks  too  long,  so  we 
instituted  a  monthly  purchase." 

Long  Island  Lighting  Co.  started  its 
plan  in  December  of  1972.  It  was  the 
first  to  subsidize  brokerage  fees  and  offer 
newly  issued  shares  instead  of  shares 
outstanding.  LILCO's  shares  are  not  dis- 
counted. LILCO  also  allows  participants 
to  contribute  $3,000  in  cash  per  quarter. 
The  company  has  raised  $34.5  million  so 
far,  $10  million  of  it  last  year. 

General  Telephone  &  Electronics  has 
a  similar  plan.  Some  10%  of  GTE  shar- 
eowners participated  when  the  plan  was 
first  offered  in  1972,  contributing  $5  mil- 
lion. Last  year  over  20%  of  the  com- 
pany's shareholders  purchased  shares 
this  way,  and  GTE  was  able  to  raise  $19 
million — 20%  of  its  equity  new-money 
requirements.  American  Electric  Power 
Co.,  which  offers  the  5%  discount,  raised 
$22  million  last  year  and,  with  the 
$3,000-per-quarter  cash  feature  in  effect 
this  year,  expects  to  raise  $40  million.  ■ 


Companies  Offering  a  5% 


Discount  on  Dividend 

Current 

Dividend 

Price  With 

Dividend 

Reinvestment  Plans 

Price 

Yield 

5%  Discount 

Yield 

Allied  Chemical 

35% 

5.6% 

34.08 

5.9% 

American  Elec. 

23% 

8.9 

22.68 

9.3 

Am.  Security 

31% 

6.3 

30.16 

6.6 

AT&T 

59% 

7.7 

56.64 

8.1 

Bell  Canada 

51 V4 

8.2 

48.69 

8.6 

Carter  Hawley  Hale 

17% 

5.8 

16.39 

6.1 

Central  Illinois  Pub.  Serv. 

13% 

9.6 

12.71 

10.1 

Commonwealth  Edison 

27% 

8.8 

25.77 

9.3 

Detroit  Edison 

15% 

9.6 

14.96 

10.2 

El  Paso  Natural  Gas 

16 

14.7 

15.20 

15.5 

Empire  District  Elec. 

14 

9.7 

13.30 

10.2 

General  Public  Utils. 

18% 

9.5 

17.57 

10.0 

International  Paper 

40% 

5.0 

38.24 

5.2 

Iowa  Elec.  Light  &  Power 

16 

9.4 

15.20 

9.9 

Iowa  Power  &  Light 

26% 

8.9 

25.29 

9.3 

Iowa  Southern  Utils. 

25% 

8.6 

23.99 

9.1 

Kansas  Gas  &  Elec. 

19% 

9.2 

18.52 

9.7 

Kan  -Neb.  Natural  Gas 

21% 

7.0 

20.07 

7.4 

Kemper 

38 

4.7 

36.10 

5.0 

Minnesota  Power  &  Light 

20 

9.2 

19.00 

9.7 

New  England  Elec. 

21% 

8.9 

20.78 

9.3 

Nicor 

28% 

8.5 

26.96 

8.9 

Northwest  Natural  Gas 

40% 

2.2 

38.24 

2.3 

Orange  &  Rockland  Utils. 

15% 

9.1 

15.08 

9.5 

Pa.  Power  &  Light 

21% 

9.1 

20.07 

9.6 

Peoples  Gas 

34% 

8.0 

33.13 

8.4 

Pioneer 

28% 

6.2 

27.07 

6.5 

Potomac  Elec.  Power 

15% 

8.7 

14.61 

9.2 

Pub.  Serv.  Co.  of  Indiana 

27% 

7.9 

25.89 

8.3 

Pub.  Service  Elec.  &  Gas 

22% 

9.3 

21.61 

9.8 

Puget  Sound  P&L 

16% 

8.9 

15.79 

9.4 

South  Carolina  E&G 

18% 

8.9 

17.22 

9.4 

Southern  Calif.  Edison 

25% 

8.9 

24.22 

9.2 

Southern  Co. 

16% 

9.5 

15.32 

10.0 
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Faces  Behind  The  Figures 


Courage  Rewarded 

What  a  difference  a  few  years  make. 
Cincinnati  Milaeron,  the  nation's  largest 
machine  tool  maker,  with  1977  sales  of 
$532  million  and  1978  sales  running  at  an 
annual  rate  of  $600  million,  last  month 
reported  a  60%  jump  in  first-half  earn- 
ings on  top  of  1977  s  record  earnings  of 
$21  million.  What's  more,  the  company's 
backlog  is  almost  $400  million. 

In  the  nick  of  time,  actually.  James 
A.D.  Geier,  grandson  of  CM's  founder, 
borrowed  some  $75  million  in  1974  be- 
cause he  believed  that  a  cyclical  upturn 
was  about  to  take  place.  A  former  archi- 
tecture student  at  Williams  College  who 
dropped  out  because  of  a  severe  case  of 
polio,  Geier  spent  the  money  on  expan- 
sion, and  waited.  And  waited.  "We  con- 
tinued spending  money  on  research  and 
development  [about  $14  million  a  year],'' 
Geier  says,  "paid  the  interest  charges 
and  maintained  our  dividend.  Believe 
me,  there  wasn't  much  left  over.  At 
times  we  didn't  even  have  enough  mon- 
ey to  wash  our  windows.  " 

The  windows  gleam  now.  "We  are 
fortunate  enough  to  be  making  machin- 
ery for  automobiles  and  aerospace," 
Geier  says.  The  auto  industry  is  using 
plastics-processing  machinery  to  "down- 
size" its  cars.  CM  makes  it,  and  machin- 
ery for  airplane  parts,  too.  "We  aren't  a 
proxy  for  the  capital-goods  industry  as  a 
whole,"  Geier  says.  "Business  is  boom- 


Geier  of  Cincinnati  Milaeron 


What  capital  spending  is  all  about. 


ing  only  in  selective  industries." 

They  just  happen  to  be  industries  that 
he  selected  and  gambled  on  a  good  num- 
ber of  years  ago.  ■ 


Directly  To 
The  Well 

Try  this:  Get  15  Arab  bankers  to  join  in 
lending  you  $100  million.  The  unusual 
feat  was  accomplished  by  Bobert  E.  Ba- 
ker, vice  president-corporate  finance 
and  counsel  for  Chrysler  Financial 
Corp.,  the  troubled  number-three  auto- 
maker's dealer  and  consumer  financing 
arm.  "We  originally  got  a  proposal  for  a 
deal  in  Saudi  riyals  or  Kuwaiti  dinars," 
Baker  says,  "but  we  were  not  interested 
in  having  that  kind  of  exchange  expo- 
sure." So,  working  with  the  Athens  office 
of  First  Boston  Corp.,  Baker  instead  got 
the  dollar  loan  at  only  1%  over  the  Lon- 
don Interbank  Offered  Bate  (LIBOB). 
"The  key  thing,"  says  Frank  M.  Dun- 
levy,  First  Boston's  vice  president  :n 
Athens,  "is  that  a  U.S.  corporation  raised 
that  much  money  from  Arab  institutions 
that  had  never  before  banded  together 
for  this  purpose." 

Lending  to  Chrysler  Financial,  which 
had  revenues  of  $526  million  last  year 
and  net  income  of  $43  million,  is  not  like 
lending  to  the  beleaguered  parent, 
which  made  only  $125  million  on  $16.7 
billion  of  sales.  But  both  parent  and  sub- 
sidiary carry  only  a  Baa  rating  with 
Moody  s.  Why,  then,  the  low  interest 
rate?  "There  is  increasing  competition 
among  Arab  banks  to  place  funds,"  Baker 
says,  "and  the  Chrysler  name  is  well 
known  in  the  Middle  East.  We've  found 
a  new  source  of  credit.  ■ 


Bring  On  The  Girls 

Nine  years  after  Bob  Guccione  set  out 
to  oust  Playboy  from  its  preeminent  po- 
sition in  the  men's  magazine  field,  his 
own  creation,  a  British-based  imitation 
called  Penthouse,  had  overtaken  Playboy 
where  it  mattered — in  high-profit  news- 
stand sales — by  a  good  37%  margin.  He 
has  also  turned  Penthouse  into  what  may 
be  the  single  most  profitable  magazine  in 
publishing  history,  save  perhaps  TV 
Guide  or  Reader's  Digest. 

A  failed  painter  from  Bergenfield, 
N.J.,  Guccione  expects  Penthouse  to 
earn  a  good  $30  million  this  year  before 
taxes.  That  compares  with  Playboy  En- 
terprises' projected  $15  million.  And 
that's  Penthouse  alone. 

As  Guccione  sees  it,  Penthouse  had  at 


Baker  of  Chrysler  Financial  Corp. 


An  arabesque  syndicated  loan. 

least  one  commanding  advantage  over  its 
competition:  It  didn't  fool  itself  about 
what  its  readers  wanted.  "Playboy  said, 
We're  legitimate,  we  carry  nudes,  but 
nudes  aren't  important.'  We  took  the 
position  that  this  was  ridiculous.  Men 
buy  these  magazines  to  look  at  the  girls. 
We  gave  them  a  well-balanced  editorial 
package,  but  we  never  forgot  the  girls." 

The  results  these  days  are  dazzling:  In 
the  last  half  of  1977,  Penthouse  averaged 
4.3  million  newsstand  copies  per  issue  in 
the  U.S.  and  Canada  alone  at  $2  a  copy. 
Playboy,  by  contrast,  averaged  only  3.1 
million — at  $1.75.  The  public  vote  was 
clear:  $8.6  million  for  Penthouse,  $5.5 
million  for  Playboy — though  dealer  com- 
missions and  other  costs  eat  up  at  least 
half  of  that.  Then  add  another  $200,000 
from  subscriptions  and  $1.6  million  a 
month  in  ad  revenues. 

With  cash  flow  of  that  magnitude 
pouring  into  a  company  that  Guccione 
owns  100%,  no  wonder  he's  pushing  his 
diversifications,  which  already  include 
Penthouse  Forum,  money-losing  Viva, 
the  London  Penthouse  Club  and  various 
mail-order  and  book-club  operations.  A 
Penthouse  hotel  gambling  casino  will 
open  in  Atlantic  City  early  next  year, 
and  eventually  there  will  be  two  more, 
plus  a  Penthouse-financed  Mediterra- 
nean-style housing  complex  nearby.  A 
new  slick  magazine  called  Omni  that 
mixes  science  fiction  and  science  fact  is 
slated  for  September  publication.  Guc- 
cione says  he  expects  to  get  10C  pages 
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Guccione  of  Penthouse 


Publishing's  hairiest-chested  man. 

of  fully  paid  advertising  for  his  first 
issue  and  to  be  able  to  guarantee  a 
half-million  circulation. 

Finally,  venturing  again  where  angels 
like  Hugh  Hefner  got  their  wings  singed, 
there's  a  $16-million  movie  called  Caligu- 
la— starring  Peter  O  Toole,  John  Gielgud 
and  Malcolm  McDowell — the  first  X-rat- 
ed  blockbuster. 

To  questions  that  he  is  involved  with 
mob  money,  Guccione  points  to  Pent- 
house's cash  flow  and  asks  why  he  would 
need  anyone's  money.  ■ 


Pierre  Poujade 

The  anchormen  and  the  editorial  writ- 
ers have  been  fascinated  with  Howard 
Jarvis  and  his  tax  revolt  in  California.  We 
give  you  instead  Pierre  Poujade.  Pierre 
Who?  If  you  are  under  35  you've  prob- 
ably never  heard  of  him;  if  you  are  over 
35  you've  probably  forgotten  him. 
Chunky,  pugnacious  Pierre  was  the 
Howard  Jarvis  of  another  time  and  an- 
other place. 

In  1953  the  33-year-old  bookseller 
from  St.  Ce're'  (near  Toulouse;  led  an 
actual  uprising  against  taxation  in 
France.  There  was  no  Proposition  13 — 
France,  with  its  Napoleonic,  centralized 
government,  is  not  the  U.S.  Instead, 
when  tax  inspectors  visited  St.  Ce're'  they 
found  all  the  shops  shuttered.  Pierre 
Poujade  had  persuaded  the  petite  bour- 
geoisie to  go  on  strike  against  taxes.  The 
inspectors  rapped  on  the  steel-curtain 
shutters  to  no  avail,  and  finally  left.  Ear- 


ly one  morning  several  months  later  the 
inspectors  suddenly  returned  backed  by 
heavily  armed  troops.  But  one  local  Paul 
Revere  managed  to  obtain  a  truck  with 
an  amplifier  loud  enough  to  broadcast 
the  message:  "The  tax  boys  are  in  town." 
The  police  seized  the  truck,  but  too 
late — the  shopkeepers  were  already 
pulling  down  their  steel  curtains.  Even- 
tually, the  tax  collector  gave  up  and 
drove  away. 

Poujade  emerged  as  head  of  a  national 
movement  to  ease  the  tax  burden  on  the 
middle  class.  Poujade's  followers  railed 
against  the  bureaucracy,  which  they  per- 
ceived as  corrupt  and  dominated  by  big 
business  and  big  labor.  Through  all  the 
rhetoric,  a  strain  of  anti-Semitism  was 
perceptible.  Liberals  shuddered.  Here 
was  fascism  in  a  new  guise.  And  Hitler 
not  eight  years  dead. 

In  the  1956  French  elections  the  Pou- 
jadists  stunned  the  political  experts. 
They  won  over  12%  of  the  vote,  electing 
52  members  to  the  544-member  Nation- 
al Assembly. 

But  within  a  few  months,  Poujade's 
movement  had  faded  as  fast  as  it  had 
risen.  In  1957  Poujade  himself  ran  a 
pathetic  fourth  in  his  own  attempt  to  win 
a  seat  in  the  Assembly.  Today,  even  in 
France,  he  is  Pierre  Who? 

What's  all  this  got  to  do  with  Howard 
Jarvis  and  Proposition  13?  Only  that  tax 
revolts  are  nothing  new.  Never  mind  the 
Boston  Tea  Party;  there  was  an  impor- 
tant principle  involved  there.  But  during 
the  1930s,  when  deflation,  not  inflation, 
was  squeezing  the  middle  class,  there 
was  such  an  outcry  against  the  property 
tax  that  state  legislatures  put  ceilings  on 
them  (since  circumvented).  Then  they 


started  raising  money  using  sales  taxes 
instead. 

The  point  is:  If  taxes  could  be  abol- 
ished by  fiat  they  would  long  since  have 
disappeared.  Unfortunately,  the  same 
people  who  rail  against  high  taxes  also 
demand  more  services  from  the  govern- 
ment. It  is  fashionable  to  blame  high 
taxes  on  welfare  chiselers.  But  what 
about  rich  farmers  who  demand  (and  get) 
higher  crop  subsidies  and  price-support 
payments?  Environmentalists  who  de- 
mand bigger  spending  on  cleaning  the 
air  and  water?  Barge  owners  who  lobby 
successfully  for  more  government  spend- 
ing on  the  waterways  where  they  ply 
their  trade?  And  so  on.  You  can  make 
your  own  list.  It  will  be  a  long  one.  And 
don't  forget  your  own  pet  program. 

All  this  proves  is  that  people  want 
things  from  the  government  but  don't 
like  paying  for  them.  Howard  Jarvis  and 
his  supporters  capitalized  on  the  fact  that 
property  taxes  are  a  highly  visible  form 
of  taxation.  In  fact,  however,  it  is  prob- 
ably no  more  onerous  than  corporation 
taxes,  which,  in  the  end,  get  passed  on  to 
consumers  in  the  form  of  higher  prices, 
or  the  government  deficit  which  gets 
passed  on  in  the  form  of  what  we  call 
inflation. 

And  if  you  start  attacking  those  forms 
of  taxation,  don't  forget:  Our  politicians 
have  already  discovered  off-budget 
spending  and  financing  methods  such  as 
loan  guarantee  programs  and  costly  reg- 
ulatory schemes. 

Okay,  people  don't  like  to  pay  taxes. 
So,  what's  new,  Pierre  .  .  .  er,  we  mean 
Howard?  How  do  you  suggest  getting 
people  to  accept  a  low  level  of  govern- 
ment services?  ■ 


Shopkeeper-Politician  Poujade 


He  tried  to  lower  taxes,  too.  France  listened,  but  not  for  long. 
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Dr  Pepper's  Clements 


At  180  degrees,  it's  just  like  coffee. 

Hot  Dr  Pepper 

"You  may  be  taking  our  product  too  seri- 
ously," says  W.VV.  Clements,  64,  chair- 
man of  Dr  Pepper  Co.  "Listen,  we've 
never  taken  it  seriously,  and  we  don't 
expect  our  customers  to  take  it  seriously. 
After  all,  it's  only  a  soft  drink." 

By  not  taking  his  product  too  serious- 
ly, Clements  has  built  his  Dallas-based 
company  into  the  fourth-largest  soft 
drink  maker  in  the  country.  With  the  use 
of  unserious  advertising,  and  a  20% 
boost  in  its  ad  budget.  Dr  Pepper's  sales 
last  year  were  up  21%  to  $227  million, 
and  net  income  was  better  than  $20  mil- 
lion. In  the  first  half  of  1978  sales  rose 
about  25%  and  earnings  15%  over  the 
same  period  a  year  earlier,  he  estimates. 

Clements  is  also  determined  not  to 
take  seriously  a  development  that  wor- 
ries other  soft  drink  makers:  the  acquisi- 
tion of  the  Seven-Up  Co.  by  Philip  Mor- 
ris, which  built  its  Miller  Brewing  buy 
into  the  nation's  second-biggest  brand. 
*'We  don't  have  a  7-Up,"  he  says  of  the 
challenge,  "but  then  they  don't  have  a 
Dr  Pepper." 

Indeed,  Clements  is  thinking  of  doing 
a  little  buying  on  his  own.  "We  feel 
we're  about  ready  for  an  acquisition," 
drawls  the  Alabama  native.  Meanwhile, 
he  continues  his  campaign  to  persuade 
consumers  to  drink  Dr  Pepper  hot  in  the 
morning.  "You  heat  it  up  to  around  180 
degrees  and  pour  it  into  a  mug  with  a 
lemon  slice,"  Clements  says. 

He's  serious.  ■ 


What  Mergers? 

There's  never  heen  a  time  like  this  for 
mergers,  right?  Wrong,  says  Willard  T. 
Grimm,  the  76-year-old  founder  of  the 
financial  consulting  firm  that  bears  his 
name  [W.T.  Grimm  &  Co.]  and  the  ac- 
knowledged scorekeeper  in  such  mat- 
ters. "All  the  hubbub  today  comes  from 
the  recent  fashion  of  tender  offers," 
Grimm  says.  "Mergers  and  acquisitions 
[private  as  well  as  public]  reached  an 
alltime  peak  of  6,107  in  1969.  So,  actual- 
ly, we're  doing  less  business  now  than 
we  did  a  decade  ago."  Thus,  the  2,224 
deals  made  last  year  amounted  to  less 
than  half  those  of  vintage  1969. 

But  acquisitions  of  publicly  owned 
companies  have  increased  recently.  Ac- 
cording to  Grimm,  139  were  acquired  in 
the  first  half  of  1978,  a  46%  increase  over 
the  same  period  last  year.  Deals  of  $100 
million  or  more — mostly  for  cash — have 
almost  doubled,  and  Grimm  attributes 
that  to  the  low  P/E  ratios  common  in  the 
stock  market  today.  Also,  you  can  make 
money  in  the  acquisition  game  just  by 
trying.  "People  who  make  tender  of- 
fers," he  says,  "are  almost  assured  of 
making  a  profit.  Even  if  the  suitor  loses, 
he  has  usually  accumulated  a  nice  block 
of  stock  that  has  appreciated,  thanks  to 
the  battle."  ■ 


Merger-Traeker  Grimm 


It's  nothing  like  the  good  old  days. 


Sun  Electrics  Perna 


Making  profits  from  pollution. 

Take  Two  Spark 
Plugs  And  Call  Me  In 
The  Morning 

The  auto  engineer's  credo — Keep  It 
Simple,  Stupid — has  not  survived  the 
environmentalists  and  the  energy-con- 
servation laws.  Rules  promulgated  in  the 
late  Sixties  have  ensured  that  "new  auto 
systems  are  awesome  in  their  complex- 
ity," according  to  engineer  Frank  Perna, 
who  took  over  as  president  of  Sun  Elec- 
tric Corp.  this  spring.  Sun  makes  auto 
diagnostic  equipment  that  is  sold  to  ga- 
rage owners  at  prices  up  to  $18,000.  "An 
experienced  mechanic,"  Perna  says, 
"can  use  our  tester  andTuid  out  in  seven 
or  eight  minutes  what  he  would  ordinari- 
ly discover  after  an  hour  or  more  of 
labor."  With  mechanics  demanding  up 
to  $20  an  hour.  Sun's  machines,  some 
equipped  with  oscilloscopes  and  com- 
puter printers,  make  economic  sense. 

The  result  is  that  Sun's  average  gain  in 
earnings  per  share  over  the  past  five 
years  has  been  27%,  and  its  return  on 
equity  has  averaged  20%.  With  sales  so 
far  this  year  running  at  a  rate  15%  higher 
than  last  year's  $100  million,  and  with  an 
estimated  50%  of  the  world  auto  diagnos- 
tic market.  Sun  moved  over  to  the  New 
York  Stock  Exchange  two  months  ago 
from  the  Amex.  With  a  price/earnings 
ratio  of  14,  investors  apparently  see  it  as 
a  growth  company.  After  all,  says  Perna, 
"Pollution  is  a  plus  for  us."  ■ 
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Fire.  Air.  Earth.  Water. 
Bendix  gets  down  to  the  basics. 


Whether  it's  firing  up  the  world's 
automobiles,  dodging  storms  at 
15,000  feet,  providing  shelter 
for  people  across  America,  or 
steadying  a  drilling  rig  in  250 
fathoms,  miles  from  land, 
Bendix  is  there  with  basic 
scientific  engineering  and 
manufacturing  skills  and 
exciting  new  technologies. 

At  Bendix,  technology  has 
contributed  in  a  major  way  to 
our  growth,  our  profitability, 
our  competitive  opportunities. 
And  our  expertise  in  one  busi- 
ness can  often  stimulate  a 
transfer  of  technology  to 
another  business. 

Our  computer-aided  design 
technology  is  one  example. 

We  originally  developed  it  for 
printed  circuit  board  layouts 
and  routine  drafting  applica- 
tions. Then,  we  applied  the 
technique  to  significantly 
reduce  the  time  it  takes  to 
design  complex  gear  trains  for 


automated  machines.  And 
we're  developing  this  tech- 
nology further  to  aid  our 
manufactured  housing  designs, 
and  to  analyze  their  materials, 
energy  efficiencies  and  critical 
stresses. 

Our  microprocessor  exper- 
tise, too,  is  basic  to  many 
of  our  businesses.  We  put  its 
technology  to  use  in  developing 
a  new  generation  of  avionics 
equipment  that  gives  general 
aviation  pilots  capabilities 
similar  to  those  of  commercial 
and  military  pilots.  And  we 
put  it  to  use  in  our  fully 
automated  machining  systems. 
These  are  among  the  first,  but 
not  the  last,  of  our  uses  for  this 
versatile  technology. 

Autolite  Spark  Plugs.  Our 

computer  numerical  control 
(CNC)  system  technology 
-developed  for  the  machine 
tool  industry -has  automated 
spark  plug  production  at  the 
precision  grinding  stage  to  help 
ensure  high-quality  products. 
And  combined  with  a  new  iso- 


static  process  application  thai 
compresses  spray-dried  cerai 
composition  into  preshaped 
forms,  Bendix  Autolite  Corpo 
ration  has  increased  quality 
and  production  with  signif- 
icantly improved  cost  control 

As  you  can  see,  technology 
at  Bendix  is  not  developed  in 
an  ivory  tower.  We've  pioneere 
in  most  of  the  industries  we 
serve.  So  we  know,  better  tha 
most,  the  technological  need 
of  these  industries. 

We'd  like  to  speak  persona 
with  you,  and  tell  you  how  we 
can  make  our  technology  wd 
for  whatever  you  make.  Write 
on  your  corporate  letterhead 
and  the  right  person  at  Bendi; 
—  one  who  speaks  your  lan- 
guage-will get  back  to  you. 
The  Bendix  Corporation, 
Dept.  103,  Bendix  Center, 
Southfield,  Michigan  48076. 


We  speal 


Scott&Fetzer's 
First  Half: 

More  Growth 
More  Balance 

and  More  Ahead. 


The  first  six  months  of  our  fiscal  1978  were  the 
best  in  Scott  &  Fetzer  history. 

Sales  were  $209  million,  up  17%  over  1977;  net 
income  was  $16  million,  23%  higher;  earnings  per 
share  were  $2.19,  up  24%. 

All  five  of  our  business 
segments —  Cleaning  Sys- 
tems &  Household  Prod- 
ucts, Fluid  Transmission, 
Equipment  <Sc  Accessories, 
Power  <Sc  Energy,  and 
Measurement  &.  Con- 
trol—  had  growth  in  sales. 
The  largest  gain  was  in  the 
Fluid  Transmission  seg- 
ment, partially  as  a  result  of 
acquiring,  in  February,  the 
Wayne  Home  Equipment 
division,  leading  manufac- 
turer of  power  burners  and 
sump  pumps.  Earnings  of 


First  Half 

(Dollar  Amounts  in  Thousands 

1977 

First  Half 

% 

Except  Per  Share  Data) 

(Restated) 

1978 

Up 

Net  Sales  

$178,156 

$208,880 

17% 

Income  from  Continuing 

Operations  Before  Taxes 

29,349 

31,736 

8% 

Income  from  Continuing 

Operations   

14,287 

15,983 

12% 

Income  (Loss)  from 

Discontinued  Operations  .  . 

(1,233) 

71 

Net  Income  .  .  .   

$  13,054 

$  16,054  23% 

Percent  to  Shareholders' 

Investment  

20.8% 

22.2% 

Per  Share: 

Earnings  

$  1.76 

$  2.19 

24% 

Dividends   

.60 

.70 

17% 

Book  Value  

17.12 

19.72 

15% 

Working  Capital  

$118,341 

$131,192 

11% 

Total  Assets  

$226,541 

$254,563 

12% 

this  rapidly  growing  segment  kept  pace,  too. 

In  early  May,  agreement  in  principle  was  reachec 
with  Field  Enterprises,  Inc.,  for  Scott  &  Fetzer  t<j 
acquire  World  Book-Childcraft  International,  Inc 
a  Field  subsidiary  and  publisher  of  The  World  Book 

the  world's  largest  sellinj 
encyclopedia.  Consumma 
tion  of  this  acquisition 
would  expand  our  direc 
selling  activities  and  ad 
further  balance  to  our  prod 
uct  lines  and  markets. 

Sales  growth.  Earning 
growth.  More  market  balanc 
That's  Scott  <5t  Fetzer 
Now,  and  planned  for  th 
future. 

For  our  mid-year  re 
port,  write  J.  F.  Bradle> 
Executive  Vice  President 
Finance. 


The  Scott  &Fetzer  Company 

□ 


14600  DETROIT  AVENUE 
LAKEWOOD.  OHIO  44107 


Cleaning  Systems  &.  Household  Products,  Fluid  Transmission.  Equipment  <Si  Accessories,  Power  6*.  Energy,  Measurement  &c  Control 


Forbes  Money  And  Investments 


The  Economy 


We  Were  Wrong — 
But  Not  That  Wrong 


We'll  admit  it  right  off:  We  were  too  optimistic  about  inflation 
for  1978.  A  year  ago  we  were  convinced  that  1978  would  see  a 
continuation  of  the  slowing  of  inflation  that  began  in  1975.  No 
such  luck.  Instead  the  curve  is  turning  up  again.  Forbes  is  not 
among  those  who  now  think  that  we  are  in  for  runaway  inflation. 
Nor  for  stagflation.  The  9%  to  10%  annual  inflation  rate  of  this 
year's  first  half  will  not  continue  into  the  second  half;  it  was 
partly  an  aberration.  But  the  flattening  out  in  the  second  half 
won't  include  enough  adjustment  and  correction  to  bring  the 
full  year's  rate  back  to  1977  s  6.8%.  Our  current  guess:  around 
7%  for  the  year,  which  would  imply  a  rate  of  about  5%  to  5V2%  in 
this  half.  That's  not  good,  but  at  least  we'll  all  feel  better  at  a 
5Vfe%  inflation  rate  than  at  a  9%  one. 

Where  did  we  go  wrong?  Where  did  the  economy  go  wrong? 
There  are  two  answers  to  that. 

One  is  that  we  overestimated  the  strength  of  the  Carter 
Administration's  commitment  to  fighting  inflation.  It's  not  that 
Jimmy  Carter  isn't  against  inflation,  but  he  hasn't  been  suffi- 
ciently strong  against  it  to  resist  the  clamor  of  special  groups 
like  the  miners,  the  steel  and  auto  industries,  the  unions,  the 
farmers  and  what  have  you.  As  a  result,  steel  companies  were 
able  to  raise  their  prices  in  the  face  of  limp  demand,  auto  prices 
were  increased  as  German  and  Japanese  imports  became  more 
costly,  farmers  got  deeper  into  the  public  trough  in  spite  of 
good  crops  and  labor  became  more  recalcitrant  in  the  name  of 
"keeping  up  with  inflation." 

The  other  answer  is  that  the  inflation  rate  in  the  first  half 
wasn't  quite  as  bad  as  it  seemed.  For  example,  the  wholesale 
price  for  iron  and  steel  was  relatively  steady  in  1977.  It  was 
held  down  by  foreign  competition.  Then  the  Administration 
yielded  to  industry  and  to  union  pressure,  and  cracked  down 
on  low-priced  steel  imports.  What  happened?  The  steel  index 
jumped  from  235.7  at  year's  end  to  252.1  in  June.  Annualize  a 


jump  like  this,  basically  a  one-shot  affair,  and  you  have  a  great 
deal  of  distortion  in  the  price  indices. 

A  similar  thing  happened  in  autos.  The  decline  in  the  dollar 
made  German  and  Japanese  autos  more  expensive,  and,  using 
that  as  a  shield,  U.S.  producers  began  raising  the  prices  of 
their  subcompact  cars.  Normally  they  raise  prices  when  new 
models  are  introduced,  but  this  time  they  raised  them  in 
several  small  steps  earlier  in  the  year — giving  the  price  indices 
an  unexpected  upward  jolt. 

Keep  all  this  in  perspective.  The  steel  industry  isn't  likely  to 
get  more  raises  of  the  recent  magnitude.  As  for  the  auto 
industry,  the  relatively  modest  price  increase  it  will  get  at  new- 
model  time  is  largely  built  into  the  Bureau  of  Labor  Statistics' 
seasonal  adjustments.  A  small  price  increase,  following  all 
those  1978  model  price  increments,  could  actually  bring  a 
decline  in  the  seasonally  adjusted  index.  Thus  inflation  prob- 
ably wasn't  as  bad  in  the  first  half  as  the  publicized  figures 
suggested.  Bad,  but  not  bad-bad. 

Our  guess  is  that  the  months  just  ahead  will  repeat  the 
pattern  of  1977  (see  charts  below).  For  food,  steel  and  autos, 
the  big  price  increases  have  already  happened.  The  second- 
half  dropping  off  may  not  be  as  great  as  last  year,  however. 

The  Administration  is  now  talking  about  an  average  inflation 
rate  of  7.2%  for  the  full  year — up  from  last  year's  6.8%.  We 
think  the  Administration's  figure  may  be  a  bit  too  high — 
deliberately  so.  It's  the  old  trick  of  preparing  the  victim  for  the 
worst  so  that  you  can  claim  credit  when  things  don't  turn  out  to 
be  quite  that  bad. 

How  about  1979?  Again,  no  runaway  inflation:  The  counter- 
inflationary  forces  are  still  strong.  But  getting  the  full-year 
inflation  rate  below  1978  s  will  depend  in  good  part  on  whether 
Jimmy  Carter  can  get  his  act  together  and — using  both  carrot 
and  stick — check  Congress'  Santa  Claus  tendencies.  ■ 


Will  The  1977  Pattern  Repeat? 


Can  we  make  it  back  to  the  Carter  Administration's 
forecast  of  a  7.25%  inflation  this  year  after  a  first 
half  annual  rate  of  almost  9   ?  This  would  require  a 


second  half  rate  below  5.5%.  That's  a  big  drop  but  it 
happened  last  year  when  the  second  half  rate  was 
only  4.8%  after  a  first  half  rise  of  8.6%. 


12% 


ALL  NUMBERS  ARE  SEASONALLY  ADJUSTED  ANNUAL  RATES 

25°/ 


HOUSING  COSTS 
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y  Source:  Bureau  of  Labor  Statistics  
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Money  And  investments         The  Bond  &  Capital  Markets 


Why  Interest  Rates 
Are  Coming  Down 

By  Ben  Weberman 

". .  .  If  raising  interest  rates  checked  inflation, 
we  should  be  at  zero  inflation  right  now  .  .  ." 


I 


detect  a  major  shift  in  Federal  Re- 
serve System  thinking,  a  shift  that  has 
heavy  implications  for  the  bond  and 
credit  markets.  The  Fed  seems  to  be 
moving  away  from  its  heavily  monetarist 
policies  of  the  past  few  years.  Its  mem- 
bers seem  to  have  realized  that  the  poli- 
cy of  ratcheting  up  interest  rates  has 
failed  to  halt  the  excessive  growth  of 
money  supply.  And,  far  from  checking 
inflation,  this  policy  may  have  fanned  it 
by  increasing  the  cost  of  doing  business. 
Business  simply  passes  the  higher  cost  ol 
borrowing  on  to  the  consumer,  raising 
prices.  Higher  mortgage  and  installment 
rates  themselves  add  to  inflation.  The 
consumer  pays  the  higher  rates  and 
prices  and  demands  that  his  employer 
compensate  him  with  higher  wages.  If 
higher  interest  rates  once  curbed  eco- 
nomic activity,  they  no  longer  do. 

1  recently  read  an  advertisement  by  a 
supposedly  respectable  real  estate  dealer 
urging  potential  buyers  to  ignore  the 
high  cost  of  mortgage  money  and  buy 
now.  His  argument:  If  they  waited  for 
lower  interest  rates,  they  would  end  up 
paying  much  more  for  the  house.  Such 
arguments  may  or  may  not  be  true,  but 
they  certainly  blunt  the  impact  of  high 
interest  rates  on  consumer  spending. 

If  raising  interest  rates  checked  infla- 
tion, we  should  be  at  a  zero  inflation  rate 
right  now.  In  April  J  977  the  federal 
funds  rate,  which  ultimately  affects  all 
other  interest  rates,  was  4%%.  Today  it 
is  7%% — a  horrendous  increase — and 
yet  the  money  supply  has  continued  to 
expand  rapidly  .  Goods  and  services  have 
become  more  expensive.  This  was  not 
supposed  to  happen.  Each  increase  in 
the  rate  was  supposed  to  make  borrow- 
ing more  difficult,  thus  slowing  the  cre- 
ation of  money  and,  consequently,  eco- 
nomic activity.  If  an  increase  of  three  full 
points  in  the  Fed  funds  rate  won't  check 
a  relatively  modest  rate  of  inflation,  what 
will?  Where  was  the  boom  that  required 

Ben  Weherrnan  is  economics  editor  o/Fohbes 
magazine. 


such  a  major  increase  in  interest  rates? 
Could  it  be  that  congressional  giveaways 
to  farmers  and  other  special  interest 
groups  are  what  is  causing  prices  to  go 
up,  not  too  much  money? 

Except  for  doctrinaire  monetarists 
(they  of  the  True  Faith),  members  of  the 
Fed  have  begun  to  face  the  bankruptcy  of 
the  recent  policy.  And  none  too  soon:  By 
November,  as  the  article  on  page  34 
shows,  the  conventional  measures  of  mon- 
ey on  which  the  money-supply  boys  so 
dote  are  going  to  become  virtually  useless. 

For  all  these  reasons,  I  am  convinced 
that  interest  rates  are  currently  at  or 
near  their  peaks — if  for  no  other  reason 
than  that  it  is  dawning  on  these  policy 
officials  that  endlessly  raising  interest 
rates  is  no  cure  for  inflation.  They  will 
again  begin  to  place  less  emphasis  on 
money  supply  and  more  on  what  is  really 
happening  in  the  economy. 

Is  this  bad?  From  my  eclectic,  prag- 
matic and  definitely  nonmonetarist  point 
of  view,  it  may  actually  be  quite  healthy. 
Instead  of  reacting  to  a  single  magic 
number,  the  markets  will  go  back  to 
fundamentals,  reacting  again  to  the  com- 
plex, real  world  of  supply  and  demand 
for  credit,  inflation  rates  and  economic 
activity. 

lacking  up  interest  rates  to  stop  the 
present  kind  of  inflation  is  somewhat  like 
trying  to  stop  a  cold  by  preventing  the 
patient  from  sneezing.  You  could  choke 
someone  to  death  that  way. 

Now,  let's  get  back  to  the  practical 
implications  for  businessmen  and  inves- 
tors. I  was  wrong  earlier  this  year  when  I 
thought  interest  rates  and  inflation  rates 
would  stay  down.  I  did  not  realize  the 
monetarist  lengths  to  which  the  Fed 
would  go  in  raising  interest  rates.  Nor 
did  I  realize  how  obsequiously  the  Car- 
ter Administration  would  crawl  to  the 
various  lobbies,  with  resulting  big  in- 
creases in  prices.  So  I  was  wrong  about 
interest  rates  and  inflation.  But — I  sub- 
mit— only  temporarily.  Here  s  why: 

While  in  June  the  Fed  again  raised  the 
Federal  funds  rate — and  thus  interest 


rates  throughout  the  economy — Fed 
Chairman  G.  William  Miller  voted 
against  the  increase.  This  pragmatic- 
businessman  was  signaling  his  dissent 
from  the  rigid,  ideological  monetarist 
line.  My  guess  is  that  next  time  he'  will 
carry  a  majority  of  the  board  with  him. 
Meanwhile,  a  slowing  of  the  economy 
will  act  to  lessen  the  demand  for  credit. 
Almost  inevitably,  the  next  big  move  in 
interest  rates  will  be  down. 

Specifically,  I  think  the  Fed  could  well 
start  to  bring  the  funds  rate  down  before 
the  end  of  this  quarter.  Short-term  inter- 
est rates  should  be  sliding.  Long-term 
rates  on  state  and  local  tax-free  bonds, 
corporate  bonds,  Government  National 
Mortgage  Association  pass-through  certi- 
ficates and  home  mortgages  should  begin 
to  show  signs  of  decline  somewhat  earli- 
er, as  the  massive  sums  of  investment 
money  that  are  temporarily  held  in  liq- 
uid form  are  rushed  into  more  perma- 
nent purchases.  By  year-end,  short  rates 
will  be  down  much  more  than  long 
yields,  which  will  maintain  their  high 
inflation  premium. 

The  Treasury's  large  cash  need  for  the 
fourth  quarter  of  this  year,  projected  to 
be  about  $25  billion,  will  not  be  burden- 
some. The  federal  government  will  take 
advantage  of  current  markets  to  raise 
funds  in  advance.  Meanwhile,  there  is 
little  demand  for  capital  from  the  corpo- 
rate sector.  If  consumer  spending  slows 
down,  as  many  forecast,  quite  a  sizable 
amount  of  money  would  go  into  savings, 
providing  additional  money  for  banks 
and  other  savings  institutions. 

Because  rates  could  go  a  touch  higher 
before  beginning  to  come  down,  I 
would  not  commit  all  my  funds  right 
now,  but  would  make  judicious  pur- 
chases using  a  portion  of  portfolio  cash. 
A  long-term  Treasury  bond  yielding 
8.7%  is  a  generous  aberration,  as  is  a 
Bell  Telephone  subsidiary  debenture 
yielding  9.5%,  and  New  York  State  gen- 
eral obligations  pay  6.7%  tax-exempt  for 
30  y  ears.  Any  of  these  looks  like  a  good 
long-term  investment.  ■ 
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Money  And  Investments  Stock  Comments 


Where  There  Are  Rewards, 
There  Are  Also  Risks 

By  Heinz  H.  Biel 

".  .  .  The  takeover  game  has  added  a 
new  dimension  to  the  problem  .  .  ." 


Investors,  unless  they  are  just  plain 
crapshooters,  always  weigh  the  risk  they 
take  against  the  rewards  they  might  reap. 
Most  of  us  do  it  more  or  less  instinctively, 
and  when  the  odds  are  unattractive,  we 
look  elsewhere  for  a  more  favorable  op- 
portunity. All  this  seems  so  perfectly 
obvious  that  one  hesitates  to  write  about 
it.  Yet  time  and  again  we  see  this  basic 
principle  being  violated,  even  by  those 
who  are  supposed  to  know  better. 

The  takeover  game  has  added  a  new 
dimension  to  the  problem,  making  the 
evaluation  of  the  risk,  as  well  as  of  the 
reward,  more  difficult.  Take  the  case  of  a 
target  company  fighting  so  fiercely  for  its 
independence  that  the  other  party  gives 
up  the  attempt.  A  recent  instance  was 
(barter  Ilawley  Hale's  effort  to  acquire 
Marshall  Field  at  $42  a  share.  Reflecting 
doubts,  which  proved  to  be  only  too 
justified,  Marshall  Field  ran  up  only  to 
about  35.  This  still  left  a  potential  gain  of 
20%.  But  when  the  deal  fell  through,  the 
stock  plunged  back  to  20.  It  was  a  great 
victory  for  Marshall  Field's  management 
at  the  expense  of  its  shareholders. 

In  retrospect,  it  seems  obvious  that 
the  stock  should  have  been  sold  when  it 
reached  a  level  which,  at  least  statistical- 
ly, was  too  high.  But  it  doesn't  always 
work  out  that  way.  On  numerous  occa- 
sions the  first  takeover  attempt  starts  a 
competitive  bidding  spree,  and  those 
who  sold  too  soon  missed  out  on  the 
juiciest  profits.  Remember  the  competi- 
tion for  ESB  (won  by  Inco),  for  Babcock 
6-  Wilcox  (United  Technologies)  or  Car- 
borundum (Kennecott)?  These  examples 
merely  prove  that  even  an  experienced 
analyst  does  not  know  how  high  is  high 
until  he  has  heard  the  last  bid,  made  by 
an  ardent  and  determined  suitor. 

A  pending  problem  case  is  that  of  Trop- 
icana,  an  old  favorite  of  mine,  which  has 
been  engaged  to  be  married  to  Beatrice 
Foods  since  March.  The  mutually  agreed 
takeover  price  is  $52  per  share  of  Tropi- 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janney  Montgomery  Scott. 


cana,  either  cash  or  a  Beatrice  convertible 
preferred  stock.  By  the  time  the  wedding 
day  approached  the  price  of  Tropicana 
had  inched  up  to  51.  At  that  point  the 
potential  reward  was  minimal,  certainly 
not  enough  to  compensate  for  any  kind  of 
risk.  Yet  most  shareholders  did  not  sell 
for  a  variety  of  reasons.  Saving  the  com- 
mission expense  may  have  been  one 
Hoping  to  make  it  a  tax-free  exchange  or 
just  extending  the  holding  period  to  long 
term  were  others.  But  mostly  it  was 
indifference  because  the  merger  looked 
like  a  sure  thing. 

Then,  lo  and  behold,  the  Federal 
Trade  Commission,  as  it  is  wont  to  be 
every  so  often,  became  the  spoilsport.  At 
first  the  FTC  only  "requested"  a  post- 
ponement of  the  merger  until  after  Sept. 
1  to  give  it  more  time  to  investigate  the 
possible  violation  of  the  antitrust  stat- 
utes. When  Beatrice  refused  to  comply 
with  the  request,  the  FTC  got  a  court 
injunction  to  force  postponement. 

Only  a  bureaucratic  mind  can  think  of 
reasons  why  it  should  take  more  than 
three  months  to  prove  the  antitrust  as- 
pects of  this  merger,  but  events  like  this 
should  remind  us  that  there  is  always  the 
possibility  of  a  slip  between  the  cup  and 
the  lip.  After  falling  back  to  45,  Tropi- 
cana recovered  most  of  the  decline  when 
it  reported  fabulously  good  nine  months' 
earnings,  and  shareholders  proceeded  to 
vote  overwhelmingly  in  favor  of  the 
merger.  The  final  outcome,  however,  is 
still  in  doubt. 

Two  companies,  which  have  gotten 
themselves  into  rather  serious  trouble, 
seem  to  be  making  good  progress  on  the 
road  to  recovery.  They  are  Heublein  and 
Westinghouse  Electric. 

Heublein  (25)  gained  fame  and  riches 
through  its  superior  promotion  of  vodka 
under  the  Smirnoff  label.  In  a  dull  and 
stagnating  liquor  industry,  Heublein  was 
the  shining  light.  When  it  became  fash- 
ionable to  diversify,  Heublein  jumped 
with  both  feet  into  the  fast-foods  business 
and  acquired  Kentucky  Fried  Chicken. 

This  did  not  turn  out  to  be  as  finger- 


licking  good  as  had  been  expected.  The 
1976-77  fiscal  year  became  the  first  that  I 
can  remember  for  Heublein  to  show  a 
decline  in  profits.  No  growth  company 
can  commit  a  greater  sin  than  that,  and 
the  stock,  which  had  sold  close  to  60  as 
recently  as  1976,  slumped  to  the  low  20s. 

With  rare  candor  and  modesty  man- 
agement states  in  its  latest  quarterly  re- 
port: "Considering  the  difficult  problems 
confronting  Heublein,  the  company  has 
come  back  a  long  way  from  last  year  s 
subpar  performance.  It  is  too  early  to 
report  that  all  our  problems  are  behind 
us,  but  a  great  deal  of  progress  has  been 
made.  All  through  this  trying  period 
Heublein's  management  kept  a  stiff  up- 
per lip  and  increased  its  dividend.  Now 
selling  at  barely  ten  times  earnings  for 
the  fiscal  year  just  ended,  the  stock  can 
once  again  be  considered  for  investment. 

For  the  past  several  years  Westing- 
house  Electric  (22)  has  been  under  the 
shadow  of  Murphy's  Law:  everything  that 
could  go  wrong  did  go  wrong,  whether  in 
the  domestic  home-appliance  business  or 
subsidiaries  in  Europe.  The  major  disas- 
ter, however,  was  the  great  uranium 
caper,  where  the  company,  in  order  to 
stimulate  the  sale  of  nuclear  power  sys- 
tems, had  committed  itself  to  the  future 
delivery  of  uranium  at  fixed  prices.  As  it 
did  not  have  uranium,  it  had  in  effect  sold 
uranium  short.  When  the  uranium  price 
soared  for  reasons  that  are  highly  contro- 
versial, potential  claims  against  Westing- 
house  rose  into  the  billions. 

Westinghouse  is  trying  hard  to  wiggle 
out  of  this  mess.  Many  claims  have  been 
settled  on  terms  which  are,  let's  say, 
"affordable.  Others  are  expected,  hope- 
fully,- to  be  settled  out  of  court,  too. 
Meanwhile,  the  company's  profits  not 
only  have  fully  recovered  but  are  headed 
toward  new  records,  perhaps  as  much  as 
$3.30  to  $3.50  a  share  this  year.  Finan- 
cially, Westinghouse  has  remained 
sound,  its  long-term  debt  being  no  high- 
er today  than  it  was  ten  years  ago.  While 
still  speculative,  the  stock  has  interesting 
potentialities.  ■ 
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-!-*v  Stocks  To  Bea 
Inflation  With 

By  Ann  C.  Brown 


I  ime  was  when  a  person  could  be 
certain  of  just  two  things:  death  and 
taxes.  Now  we  can  he  certain  of  three 
things:  death,  taxes  and  inflation.  This 
latest  addition  to  the  worst-seller  list 
seems  here  to  stay.  The  question  is  no 
longer  "if  "  but  "how  much."  There  is  an 
old  hanking  device  c  alled  the  Rule  of  72, 
which  is  used  to  compute  compound  in- 
terest. It  goes  like  this.  Divide  the  num- 
ber 72  by  the  rate  of  interest  you  expect 
to  receive  and  it  will  tell  you  how  long  it 
will  take  to  double  your  money.  These 
days  I  prefer  to  reverse  the  equation. 
Divide  72  by  the  rate  of  inflation  and  it 
will  tell  you  how  long  it  will  take  to  halve 
the  purchasing  power  of  your  current 
dollars.  For  example,  the  Administration 
has  finally  admitted  that  the  inflation 
rate  for  1978  will  be  around  7.2%  instead 
of  closer  to  6%  as  earlier  estimated.  So,  if 
you  take  7.2%  and  divide  it  into  72  you 
will  discover  that  in  ten  years  your  mon- 
ey will  buy  half  as  much  as  it  will  today. 
Should  the  inflation  rate  soar  to  10%  it 
would  take  a  mere  seven  years  plus 
(72:10)  for  your  dollar  to  be  worth  50 
cents.  Grim.  Especially  for  people  on 
fixed  incomes  or  people  who  will  be  on 
fixed  incomes  before  they  know  it. 

While  minds  greater  than  mine  battle 
over  how  to  curb  it,  there  are  a  number 
of  ways  investors  can  minimize  the  rav- 
ages of  inflation.  First  of  all,  avoid  long- 
maturity  fixed-income  securities  unless 
you  are  very,  very  old  or  you  think  you 
are  remarkably  gifted  when  it  comes  to 
predicting  interest  rate  changes.  If  you 
need  current  income,  choose  bond  sub- 
stitutes instead — like  utility  stocks  with 
good  histories  of  dividend  increases.  Not 
only  is  the  present  dividend  yield  on 
selected  utilities  about  equal  to  current 
long  bond  yields,  but  you  have  a  fair 
chance  that  the  dividend  increases  on 
the  stocks  will  keep  pace  with  inflation. 
Second,  if  you  don't  particularly  need 
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maximum  current  income,  go  for  hea 
industrial  equities  with  attractive  di 
dend  records  where  you  have  both 
opportunity  for  future  dividend  hik 
and  also  the  possibility  of  long-term  at 
ital  gains.  Remember,  most  compan 
can  raise  prices  to  cover  the  increas< 
wages  and  other  costs.  Third,  keep  yoi 
eyes  open  for  companies  that  continue 
show  steady  earnings  gains  and  are  se 
ing  below  asset  value.  These  are  like 
takeover  candidates  during  periods 
high  and  rising  inflation  because  it  (t 
quently  costs  less  to  buy  an  existing  co 
pany  than  to  build  one  from  scratch 

Plummeting  dollars  and  summiti 
politicos  notwithstanding,  I  still  rema 
bullish.  And  with  the  newspape 
screaming  "inflation,"  "recession" 
"soaring  interest  rates,"  what  more  cj 
go  wrong  with  the  economy  (exce 
wage,  price  and  profit  controls)  tf 
hasn  t  been  thoroughly  hashed  and 
hashed  in  the  headlines?  Now  seems 
good  a  time  as  any  to  belly-up  to  some 
the  bargains  that  still  appear  to  exist 
the  stock  market.  Take  Tiger  hit  err 
tional  (27),  for  example.  In  addition 
holding  all  the  capital  stock  of  the  Flyi 
Tiger  Line,  which  is  big  in  air  freight 
the  U.S.  and  across  the  Pacific,  the  co 
pany  also  has  a  large  leasing  operati 
(computers,  industrial  equipment  aj 
highly  sought-after  specialized  rail  ca 
plus  a  mortgage  insurance  group.  Tl 
year's  earnings  are  estimated  to  be  in  tl 
area  of  $3  per  share — up  steadily  ai 
sharply  from  the  $1.12  reported  in  19* 
Next  year  $3.50  or  more  is  possible. 

Hilton  Hotels  (43)  has  already  p< 
formed  extremely  well  for  investors  tl 
year  and  continues  to  show  every  sign 
doing  so  in  the  future.  With  the  adve 
of  the  cheapie  air  fares  there  has  be 
such  a  shortage  of  hotel  accommodatic 
that  yours  truly  and  her  friends  ha 
been  playing  innkeeper  to  varic 
friends  and  relations  who  land  in  N< 
York  only  to  discover  no  rooms  for  re 
at  any  price.  Hilton  Hotels  is  also  enj« 
ing  high  occupancy  rates  in  other  cit 
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youll  find  a  lot  more  than 
beautiful surroundings. 


You 


i  va're  often  on  a  tight  schedule,  so  it's  good  to  be 
able  to  relax  in  a  big,  comfortable  room  at  The  Ritz  in 
iChicago.  The  rooms  start  fifteen  floors  above  the  street 
and  they're  restful.  There  are  many  thoughtful 
touches,  too.  Your  bed  is  turned  down  for  you  every 
night.  And  your  shoes  are  shined  and  ready  for  you 
every  morning,  with  our  compliments .  There's  no  end  to 
the  pleasant  discoveries  you  11  make  at  The  Ritz! 


THE  RITZ- CARLTON 

CHICAGO 

at  Water  Tower  Place 

a  Four  Seasons  Hotel 

Call  800-621-6906  or  312-266-1000 


Money  And  Investments 


Commodities 


A  Cautious  Bull  (Fearful 
Bear)  Looks  At  Lumber 

By  Stanley  W.  Angrist 

"...  Futures  prices  have  been  trading  under 
cash  prices  recently,  but  expiring  contracts 
show  a  remarkable  ability  to  rally  up  to  cash  . . 


ne  of  the  most  successful,  fairly  new 
commodity  groups  in  which  futures  are 
traded  is  forest  products.  There  are  now 
three  contracts  actively  traded:  a  west- 
ern plywood  contract,  as  at  the  Chicago 
Board  of  Trade,  and  a  lumber  contract 
and  a  stud  lumber  contract,  both  traded 
on  the  Chicago  Mercantile  Exchange. 
In  addition,  the  Chicago  Board  of  Trade 
has  recently  approved  the  trading  of  a 
southern  plywood  contract  that  will  al- 
low hedging  and  speculation  in  plywood 
produced  in  Arkansas,  Louisiana,  Okla- 
homa and  Texas.  Southern  plywood  pro- 
duction, which  was  virtually  nonexistent 
as  recently  as  1963,  has  of  late  increased 
to  nearly  40%  of  total  U.S.  plywood 
production. 

There  are  two  reasons  why  traders 
abandon  market  positions.  The  most  ob- 
vious one  is  an  adverse  price  move- 
ment— normally  a  deep  selloff — such  as 
the  one  that  has  recently  taken  place  in 
the  pork-belly  market.  The  second  oc- 
curs when  there  is  simply  little  price 
movement  at  all.  Lumber  and  plywood 
have  both  traded  over  fairly  narrow  price 
ranges  for  the  past  two  months,  and  this 
activity  seems  to  have  given  the  blahs  to 
both  longs  and  shorts.  Thus,  it  may  not 
be  such  a  bad  time  to  take  up  a  position 
in  one  of  these  markets. 

As  usual,  the  fundamental  information 
is  contradictory.  May  housing  starts 
were  higher  than  expected,  but  building 
permits  were  lower  than  estimates  be- 
fore the  government  released  its  report 
on  housing  starts  and  building  permits. 
Both  numbers  were  close  enough  to 
what  was  expected  so  as  not  to  send 
shock  waves  through  the  market  when 
the  report  did  come  out. 

Lumber  traders  and  analysts  believe 
that  permits  are  a  good  indicator  of  fu- 
ture building  activity.  This  is  true  to  a 
certain  extent.  What  it  does  reflect  is 
builders'  estimates  of  future  construction 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 


activity,  which  may  or  may  not  be  cor- 
rect. The  most  recent  permit  figures  sug- 
gest that  builders  are  reducing  their 
backlog  of  construction  projects.  They 
are  beginning  those  projects  for  which 
they  have  assured  financing.  (They  ap- 
parently still  remember,  no  doubt  with 
considerable  pain,  the  disastrous  situa- 
tion that  prevailed  in  the  construction 

/■  \ 

Bouncing 
Premiums 

Here  is  a  chart  of  the  premiums 
at  which  the  September  lum- 
ber contract  has  traded  above 
the  January  contract  (in  dollars 
per  thousand  board  feet)  over 
the  past  four  months. 

S24 


5  19 
JUN 


3  17 
JUL 


27    10    24     8  22 
MAR        APR  MAY 
Source:  Spread  Scope. 

.  P  O  Box  41221,  Los  Angeles,  Calif  90041 


industry  in  1974  and  1975. 

The  cost  of  money  continues  to  climb, 
with  the  bank  prime  rate  at  9%.  Thrift 
institutions  are  starting  to  feel  the  first 
winds  of  disintermediation.  Prime  mort- 
gages are  now  at  about  10%  for  conven- 
tional loans,  and  an  additional  boost  in 
Federal  Housing  Authority/Veterans  Ad- 
ministration loans  is  probably  on  the 
way.  Tight  money  squeezes  out  the  mar- 
ginal buyer  as  higher  down  payments 
and  higher  monthly  payments  prevent 
him  from  buying. 

It  appears  that  housing  cycles  last,  on 
the  average,  three  to  3%  years.  The  cur- 
rent bull  market  started  in  early  1975 
when  housing  starts  dropped  to  a  season- 
ally adjusted  annual  rate  (SAAB)  of  about 
1.5  million  units.  May  1978  starts  were 


at  a  little  over  2  million  units  (SAAB). 
Thus  the  steam  in  the  current  bull  mar- 
ket may  be  about  to  run  out.  This  should 
make  bulls  exceedingly  cautious  from 
here  on  out.  And  yet  I  feel  that  the 
current  bull  market  will  last  at  least  until 
early  fall. 

Futures  prices  have  been  trading  un- 
der cash  prices  recently,  but  expiring 
contracts  show  a  remarkable  ability  to 
rally  up  to  cash  and  there  is  no  good 
reason  to  believe  that  September  will 
not  follow  their  patterns.  Furthermore, 
there  is  a  seasonal  pattern  for  forest 
products  to  remain  strong  through  early 
fall.  At  times  September  has  traded  as 
much  as  $24  per  thousand  board  feet 
below  the  cash  price. 

The  two-sided  argument  for  lumber 
leads  me  to  recommend  two  spreads — 1 
one  a  bull  spread,  the  other  a  bear.  If  the 
September  contract  can  be  bought  at  a  i 
premium  of  no  more  than  $14  per  thou- 
sand board  feet  over  the  January  con- 
tract, do  so.  The  reason  for  this  trade  is 
that  I  believe  that  housing  demand  will 
hold  up  during  the  summer  months  bet- 
ter than  is  expected  and  the  September 
discount  to  cash  will  disappear.  Further- 
more, the  building  prospects  for  1979 
are  much  bleaker  due  to  deteriorating 
money  market  conditions.  This  should 
weaken  1979  contracts  more  than 
nearbys.  However,  if  the  September 
contract  should  reach  a  premium  of  $22 
over  the  January,  I  would  sell  the  Sep- 
tember contract  and  buy  the  January.  I 
would  close  out  such  a  trade  at  $14  pre- 
mium the  September.  In  either  case  I 
would  risk  no  more  than  $3  per  thousand 
board  feet  ($300  per  spread)  on  an  ad- 
verse move.  The  profit  on  either  of  these 
spreads  is  on  the  order  of  $800.  Mini- 
mum margin  requirement  on  a  lumber 
spread  is  $600  while  the  round-turn 
commission  is  about  $55. 

These  are  not  limited  risk  spreads  and 
should  be  traded  with  caution  as  lumber 
has  been  known  to  bite  the  unwary  trad- 
er with  a  sting  equal  to  that  of  a  belly 
contract.  ■ 
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announces  a  % 
special  advertising  M 
section  on  M 


To  tie  in  directly  with  the  1978  Ninth  International  Forum 
for  Air  Cargo  being  held  in  Vancouver,  September  26-28, 
FORBES  will  publish  a  Special  Air  Cargo  Advertising 
Section  in  the  October  2,  1978  issue. 


The  section  will  support  the  Air  Cargo  Forum, 
as  well  as  inform  the  660,000  influential  FORBES 
subscribers  of  the  values  of  air  cargo  today  — 
and  the  exciting  future  of  this  industry  for 
tomorrow's  fast-paced  business  world.  The 
importance  of  air  cargo  will  be  brought  to  the 
attention  of  FORBES'  major  management  market 
at  a  time  when  the  industry  is  extending  its 
influence  on  worldwide  distribution  methods. 

Airlines,  air  cargo  and  materials  handling 
equipment  companies  now  have  a  very  special 
opportunity  to  position  their  advertising 
messages  in  the  right  place,  at  the  right  time. 


closing  date:  August  21 


~7 


For  further  details,  contact 

your  FORBES  representative  now: 

Chicago:  Dick  Reynolds 

(312)  467-5000 
Cleveland:  Jim  Norton 

(216) 771-1271 
Dallas:  Don  Brown,  Bill  Arnold 

(214) 742-7001 
Detroit:  Dick  Forbes 

(313)  643-0105 

Los  Angeles:  Bob  Kimmerle 

(213) 931-8131 
New  York:  Peter  Schotf,  Dune  McMillan 

(212) 675-7500 
San  Francisco:  John  Cunningham 

(415) 788-2366 
Southeast:  Don  Uhlenhopp 

(404) 233-2457 
Tokyo:  Japan  Advertising 

Communications,  Inc. 
London:  Publicitas  Ltd. 
Hamburg:  Publicitas  GmbH 
Lausanne:  Publicitas  A  G.  Generaldirektion 


FORBES:  CAPITALIST  TOOL 


Money  And  Investments 


DO YOUR 
STOCKHOLDERS 
HAVE  HIGHER 
E.QS.THAN  YOU? 


(Economics 
Quotients  l 


TAKE  THIS  QUICKQUIZ 
AND  RATE  YOURSELF. 

True  False 

□    □  (l.)Since  1960,  the  U.S.  has 
had  the  highest  productivity  growth  rate 
in  manufacturing  of  leading  free  world 
industrial  nations. 

j  (2.)  One  out  of  five  American 
workers  belongs  to  a  labor  union. 

(3.)  With  six  per  cent  of  the 
world's  population,  the  U  ,S.  uses  almost 
18  per  cent  of  the  world's  estimated 
energy  production. 

I  (4.)  Over  the  past  decade  cor- 

porate profits  (after  taxes)  averaged  less 
than  five  cents  on  each  dollar  of  sales, 
or  about  12  per  cent  return  on  stock- 
holder investments. 

Did  our  little  E.Q.  quiz  stump  you? 
Your  stockholders  may  have  breezed 
through  it.  But  don't  feel  too  bad.  A 
recent  national  survey  has  shown  many 
people  don't  know  even  basic  facts  and 
figures  about  our  American  Economic 
System.  Or  much  about  how  it  works.  In 
short,  a  lot  of  Economics  Quotients, 
E.Qs.,  could  stand  some  improvement. 

A  special  booklet  has  been  pre- 
pared to  help  you  learn  more  about 
what  makes  our  American  Economic 
System  tick.  It's  fact-filled  easy  reading 
and  free.  It 's  also  an  easy  way  to  raise 
your  E.Q..  For  your  copy,  just  clip  the 
coupon. 

AMSWERS: 

1 ' P  ( % 00  J  ' £  1 ' Z  (isei  s>iubj  •  S'  D)  J  '  I 

The  American 
Economic  System 

We  should  oil  learn  more  about  it. 

^Booklets.  P.O.  Box  1 867,  New  York,  N  Y  10C01  ^ 
Please  send  me  a  free  copy  of  the 


booklet  about  our  economic  system. 

 I  would  also  like  a  copy  of  the  survey 

highlights 

Name  


Company/Title 

Address  

City  


State. 


Zip_ 


Note:  Booklets  in  quantity,  posters  and  other 
materials  are  available  for  use  by  companies, 
clubs,  etc.  For  information,  write.  The  Adver- 
tising Council.  825  Third  Avenue.  New  York. 

New  York  10022. 
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A 

Renai 
Maybe 

By  Thomas  P.  Murphy 


I  his  year  will  go  down  cither  as  the 
best  of  a  long,  bad  decade  for  venture 
capital  or  the  beginning  of  a  renaissance. 
Check  one. 

Supporting  the  renaissance  theory, 
many  of  the  companies  venture  capital- 
ists have  backed  are  finally  thriving. 
Business  is  good  for  nearly  everybody, 
and  it  is  extraordinarily  good  for  many 
high-technology  companies.  Growth 
rates  of  25%  or  more  are  becoming  com- 
monplace and  profits  match  the  growth. 
The  stock  market  is  finally  recognizing 
what  has  been  happening.  In  May  a  third 
of  the  71  venture-backed  companies  that 
the  trade  publication  Venture  Capital 
monitors  were  up  20%  or  more  for  the 
month.  One  of  them,  Vapor  Corp.,  went 
up  83%.  June  and  July  were  ho  hum,  but 
it  is  significant  that  they  did  not  retreat 
in  a  soft  stock  market.  As  for  the  half 
year,  some  sample  market  successes: 

— Stock  Price — 
Company  Dec.  31  June  30  Change 


Scan-Data 

1 

31/,. 

+206% 

Applied  Materials 

33A 

8Va 

+120 

Gen'l  Automation 

7 

17% 

+146 

Documation 

10 

22% 

+124 

Gen.  DataCom  Inc. 

WA 

231/2 

+109 

Std.  Microsystems 

3V2 

6% 

+  96 

While  the  market  is  being  kind  to 
venture-style  companies,  there  now  ap- 
pears to  be  good  news  emanating  from  an 
unlikely  place:  Washington.  The  Steiger 
amendment,  which  would  slash  long- 
term  capital-gains  taxes  from  today  s 
maximum  of  about  50%  to  the  old  25%, 
has  more  political  steam  behind  it  than 
anyone  could  have  imagined  a  few- 
months  ago.  What  put  it  there  is  the 
growing  understanding  that  the  economy 
has  been  stagnant  for  a  long  time.  That  is 
the  pathology  .  The  disease  is  caused  by  a 
low  rate  of  capital  investment,  diminish- 
ed research  and  development  and  a 
chronic  shortage  of  risk  capital. 

Put  these  together  and  they  spell  ven- 
ture capital  to  many  congressmen.  So  a 

Thomas  P.  Murphy  heads  a  venture  capital 
firm.  Partnership  Dankist,  Stamford,  Conn. 


small  industry  whose  problems  had  bo 
utterly  ignored  for  years  is  suddenly  fi 
symbolic  spearhead  of  the  Get  Amer 
Moving  By  Lowering  The  Capital-Gai 
Tax  movement.  Venture  capitalists 
longer  open  conversations  with:  "How 
business?"  Today's  greeting  is:  "Ha 
you  written  your  congressman?" 

Even  the  Securities  &  Exchange  Coi 
mission,  an  agency  unbeloved  by  v$ 
ture  people,  recognizes  there  is  a  pre 
lem  with  its  regulations,  and  this  ye 
Congress  passed  a  law  enabling  sm 
companies  to  raise  up  to  $3  million, 
stock  without  having  to  meet  all  of  tt 
normal  filing  requirements.  The  Sj 
has  been  empowered  to  raise  the 
Regulation  A  ceiling  on  offerings  Ire 
$500,000  to  $1.5  million;  some  bills 
Congress  would  take  it  to  $3  million. 

Another  hope:  some  relaxation 
Rule  144.  This  complicated  snare  maM 
it  hard  and  slow  to  resell  securities  pi 
chased  in  private  placements.  It  is 
constant  thorn  in  the  side  of  invest* 
trying  to  realize  liquidity. 

So,  back  to  the  question,  is  the  sui 
mer  of  1978  the  best  in  a  string  of  b 
years  or  the  beginning  of  somethi 
much  better? 

Clearly,  the  pressure  behind  a  capit 
gains  tax  cut  is  real  and  if  we  don't  < 
Steiger,  at  25%,  we  will  almost  certain 
get  something.  It  may  not  be  the  st) 
from  which  new  eras  are  made,  but 
would  help.  The  same  is  true  of  SI 
relaxation;  it  is  a  necessary  ingrediei 
but  not  sufficient  in  itself.  The  sai 
thing,  unfortunately,  is  also  true  of  t 
stock  market.  It  is  higher  for  successi 
small  companies,  which  will  give  sol 
venture  people  a  chance  to  cash  in.  E 
most  venture  companies  are  not  publi< 
traded  and  there  is  the  rub.  Withou 
solid  new-issue  market,  the  only  liqui 
ty  the  venture  investor  can  get  is 
selling  out. 

There  are  other  negatives,  includinj 
maturing  business  cycle  that  is  showi 
signs  of  stress:  high  consumer  borro 
ing,  tight  labor  markets  and  eroding  p: 
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Venture  Capital 


ictivity,  a  weak  dollar  abroad  and  high 
flation  rates  at  home.  Of  eourse  the 
?deral  Reserve  Board  is  responding 
ith  its  traditional  remedy:  tight  money, 
gher  interest  rates.  No  venture  eapital- 
:  who  lived  through  1974  has  any  illu- 
jns  about  what  that  car.  do  to  small 
mpanies  with  strained  balance  sheets, 
is  not  fatal,  but  it  hurts. 
Where  is  the  balance  for  the  investor? 
lese  things  always  come  down  to  the 
actical  question  of  buy,  sell  or  hold? 
y  inclination  is  to  think  that  we  are  still 
i  the  buy  side.  The  fundamentals  of 
ese  fast-growth  companies  are  simple: 
\ey  are  offering  a  product  that  is  in 
ong  demand.  Tight  money,  high  inter- 
t  rates  and  an  economic  slowdown  do 
t  change  that  basically,  though  they 
rtainly  temper  it.  Meantime,  some 
pital-gains  tax  relief  and  SEC  relax- 
on  for  smaller  companies  might  be 


. .  My  inclination  is  to 
link  that  we  are  still 
1  the  buy  side  .  .  ." 


lough  to  offset  a  softer  year  in  the 
nnomy — not  a  1974,  but  a  softer  year. 
If  that  turns  out  to  be  the  case,  then 
Is  game  may  well  be  worth  the  candle. 
Jwas  with  that  in  mind  that  I  wrote  to 
Jreral  venture  capitalists  whom  I  re- 
ject and  asked  them  if  they  would  rec- 
f  mend  a  company  or  two  for  my  read- 
i.  The  premise  was  that  a  friend  had 
broached  who  said  he  had  $5,000  he 
liild  afford  to  risk,  was  not  interested  in 
mot"  stock  but  wanted  something  that 
[ild  grow  significantly  over  the  next 
|?  years.  The  first  reply  I  received  was 
Im  Richard  M.  Burnes  Jr.  of  The 
larles  River  Partnership,  a  private 
Hiture-capital  firm  in  Boston.  One  of 
Ui  recommendations,  with  observations 
Jtut  the  company. 

jlctenft/ir  Atlanta  (28):  "We  believe 
Ut  their  diversified  product  base  in  the 
liimunications  area,  backed  up  by  an 
llremely  strong  management  team,  will 
l>w  significant  growth  over  the  next 
m  years  Scientific  Atlanta  is  a  fairly 
jlture  company  today;  however,  their 
Brkets  are  growing  at  least  as  fast  as  the 
Hipany,  and  their  record  of  profitabil- 
I  has  been  excellent.  The  management 
1  n  seems  able  to  capitalize  on  the 
«  lortunities  opening  up." 
■times  adds  that  Charles  River  Part- 
Ljship  does  not  presently  have  a  direct 
Uncial  interest  in  Scientific  Atlanta  but 
Id y  have  been  quite  close  to  it  over  a 
||iod  of  time  and  highly  respect  it.  ■ 


The  Sayings  of 
Chairman  Malcolm 

THE  CAPITALIST'S  ANSWER  TO 
CHAIRMAN  MAO'S  LITTLE  RED  BOOK 

oooooooooooooooooooooooooooooooooooooooooooooo 

Wit,  pith  and  wisdom  have  made  outspoken  Capitalist 
Chairman  Malcolm  Forbes  one  of  our  most 
influential  individualists.  Every  other  week  in  his 
column,  this  insightful  multimillionaire  talks  to  almost 
two  million  regular  readers  of  the  enormously  successful 
magazine  that  bears  his  name,  Forbes. 
Here  in  one  small  volume  (because  "brevity  is  the  font 
of  wisdom")  is  a  collection  of  Chairman  Malcolm's 
best  known  nuggets  -  5  30  of  them  —  appropriately 
bound  in  money  green.  A  few  samplings: 

•  The  ultimate  in  optimism:  Confidence  that  there  is  no  next  world. 

•  After  forty,  one's  face  begins  to  tell  more  than  one's  tongue. 

•  It's  more  fun  to  arrive  at  a  conclusion  than  to  justify  it. 

•  The  line  between  idiosyncrasy  and  idiocy  is  Money. 

•  //  all  maidens  stayed  maidens  there'd  be  nobody  left. 

•  Souls  are  not  for  walking  on. 

These  perceptive  thoughts  will  brighten  your  days, 
stimulate  your  mind,  lift  up  your  spirits  and  add  sparkle 
to  your  conversation  for  a  long  time  to  come. 
Chairman  Malcolm  will  be  more  read  than  Mao's 
Little  Red. 

THE  SAYINGS  OF  CHAIRMAN  MALCOLM 
The  Capitalist's  Handbook 

by  Malcolm  Forbes 

$5.95 
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Harper  &) Row 

10  E  5Jrd  St.,  New  York  10022 
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Slip 


for 

Forbes 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4  95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


WORK  IN  THE 


OF  THE  JUNGLE. 


Fed  up  with  the  problems  associated  with  many 
traditional  business  and  industrial  locations? 
Consider  moving  your  business  to  the  office/ 
industrial  park  at  Miami  Lakes,  Florida. 

A  few  minutes  from  Miami  Int'l  Airport, 
between  Dade  and  Broward  Counties,  right  next 
to  the  largest  labor  force  in  South  Florida.  An 
established  community,  widely  regarded  as  one 
of  the  most  beautiful  and  carefully  planned  in  the 
Sun  Belt  Over  70  companies,  including  branches 
of  major  corporations,  call  Miami  Lakes  home. 

For  a  brochure,  call  or  write  David  Van  Daam. 


miTla 

14340  N.W.  60  Ave.,  Miami  Lakes,  Fla.  33014. 
(305)821-1130. 

Miami  Lakes  Properties,  Inc 
Registered  Real  Estate  Broker 


FINANCE 
YOUR  OWN  BUSINESS 

MILLIONS  OF  DOLLARS  IN  LOAN  FUNDS  AVAILABLE 

"BECOME  A  FINANCIER" 

lde;il  for  executive  type  person  to  become  a  profes- 
sional financial  broker  or  for  businessman  who  needs 
working  capital.  Computerized  listing  of  more  than 
1500  commercial  lenders  for  new  businesses,  retail 
stores,  manufacturing,  real  estate,  development, 
equipment  leasing,  services,  plus  an  exclusive  list  of 
over  300  Venture  Capital  lenders  plus  special  com- 
mercial loan  application  form.  All  for  just  $24  95. 
Send  today. 

AMERICAN  CREDIT  EXCHANGE 

Suite  719  Dept.  CA,  3300  West  Mockingbird  Ln  .  Dallas.  TX  75235 


Stocks  To 

Own  In 

A  Recession 

By  Myron  Simons 


\Jleorge  Meany  says  economics  is  one 
of  the  few  businesses  where  one  can 
achieve  prominence  without  ever  being 
right.  Meany  is  probably  correct,  but 
let's  assume  that  a  lot  of  economists  are 
right  this  time  and  the  U.S.  is  heading 
into  a  recession.  Does  this  mean  inves- 
tors should  run  for  the  hills? 

Not  necessarily.  Here's  why:  Rightly 
or  wrongly,  economists  are'  widely  be- 
lieved and  their  views  widely  publicized. 
Their  pessimism,  therefore,  is  already 
discounted  in  stock  prices.  So  much  so 
that,  in  spite  of  the  smart  rally  that  oc- 
curred earlier  this  year,  price/earnings 
ratios  are  near  the  lowest  levels  on  rec- 
ord. (Assuming  that  earnings  on  the  Dow 
Jones  industrials  will  approach  $1(X)  this 
year,  we  have  an  average  P/E  ratio  of  just 
over  eight,  which  is  late  1940s,  early 
1950s  and  late  1974  stuff.) 

This  suggests  that  a  sensible  invest- 
ment strategy  would  be  to  assume  that 
the  economists  are  correct  about  a  reces- 
sion, then  find  companies  that  are  rela- 
tively recession-resistant  and  buy  stock 
in  them  at  the  currently  low  P/E  levels. 
You  don't  even  need  a  magnifying  glass 
to  find  such  stocks.  They  are  practically 
all  over  the  place. 

For  example,  the  aircraft  industry  is 
likely  to  keep  growing,  even  if  the  econ- 
omy doesn't.  Our  defense  budget  will 
keep  bulging  and  there's  a  big  push  com- 
ing from  civilian  aircraft.  The  airlines 
have  discovered  that  if  they  reduce  fares 
they  can  sharply  increase  the  passenger- 
miles  flown,  and  the  manufacturers  of 
civilian  aircraft  have  business  prospects 
stretching  out  as  far  as  they  can  see. 
Boeing  (53),  for  instance,  should  earn  $7 
this  year  and  $9  next.  McDonnell  Doug- 
las (33)  should  make  $3.60  this  year  and 
$4.25  next. 

Perhaps  the  most  exciting  of  all  is  Gen- 
eral Dynamics  (72),  which  has  just  set- 
tled a  dispute  with  the  Navy.  That  will 
cost  it  all  of  this  year's  profits,  and  pro- 

Myron  Simon*  is  a  vice  president  of  tin  NYSE 
firm  of  Cowen  dr  Co. 


duce  a  loss  of  about  $6  a  share.  Bui 
clears  the  decks  for  the  future.  W 
plenty  of  military  programs,  includi 
submarines,  cruise  missiles  and  F-L 
General  Dynamics  earnings  in  IS 
could  shoot  to  more  than  $14  a  share  a 
keep  rising  from  there. 

There  are  some  less  obvious  canj 
dates  that  service  the  major  aircraft  p 
ducers.  These  companies,  too,  have  I 
advantage  of  being  able  to  ignore  a  sld 
down  in  the  economy — not  totally,  p 
haps,  but  in  the  largest  segments  of  th 
businesses. 

Pneutno  (23)  is  a  company  that  ma 
the  landing-gear  assemblies  for  the  7 
the  DC-10  and  a  number  of  other  civil 
mechanisms.  Pneumo  is  in  the  unus 
position  of  suffering  from  too  much  ht 
ness.  It  got  very  large  contracts  for  I 
F-16  and  F-18,  but  it  won't  start  to  mi 
deliveries  until  1980.  In  the  meantin 
it  has  expensed  the  tooling  and  develi 
merit.  The  result  was  quite  a  poor  n 
half,  and  earnings  for  the  full  year  v 
probably  be  $2.30,  down  from  last  ye? 
$3.12.  So  1979  should  see  the  earnii 
snapping  back  to  the  $3.12  level 
1980  ought  to  really  put  on  some  stea 
Pneumo  owns  a  large  food  supermar 
division  that  might  suffer  some  mil 
damage  in  earnings  in  a  business  sic 
down,  but  that  should  have  limited  eff 
on  overall  profits. 

Loral  (29),  which  specializes  in  el 
tronic  warfare  countermeasures — prir 
pally  for  aircraft — has  had  uninterrup) 
growth  since  1971.  Trying  to  outwit  es 
Other's  electronic  devices,  there  is  q 
tinual  competition  between  the  U.S.  A 
the  Soviets.  Therefore,  as  one  S] 
makes  a  breakthrough,  the  other  m 
counter  it.  The  planes  themselves — Si) 
as  the  F-16 — may  last  20  years  or 
before  they  become  obsolete.  But 
average  these  planes  have  been  changi 
their  electronic  warfare  devices  abc 
every  four  years.  Loral  made  $2.77  I 
year  and  should  reach  $3.20  in  earnii 
this  year.  Next  year  should  be  even  b 
ter  for  the  company. 
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How  to  increase  your  total  return 
without  increasing  your  risk* 


EXAMPLE: 
Buy  300  shares  at  $28,  sell  300  shares  at  $32. 


Gross  Return: 

$1,200.00 

Round  Trip  Commissions: 

At  last  NYSE  fixed  rates 

300.57 

At  Source  median  rates 

150.00 

Net  Return: 

At  last  NYSE  fixed  rates 

899.43 

At  Source  median  rates 

1,050.00 

Increase  in  return  at  Source: 

16,7% 

When  you  calculate 
the  total  return  of  your 
portfolio,  you  probably 
think  only  in  terms  of 
capital  gains  and  divi- 
dends. But  when  you 
do,  you  overlook  a 
third  factor  that  can 
also  significantly  affect 
your  total  return:  your 
brokerage  commissions. 

To  get  an  idea  of  how  our  reduced  commissions  can  increase 
your  total  return  see  the  example  above. 

And  even  though  your  return  increases,  you  won't  add  any 
risk  to  your  portfolio  or  change  any  investment  decisions.  The 
only  difference  is  that  you'll  pay  less  in  commissions.  What's 
more,  with  Source,  you'll  experience  some  of  the  finest  execu- 
tion and  custody  services  in  the  industry. 

To  find  out  how  you  can  start  increasing  your  total  return 
at  Source,  call  or  send  the  coupon  below  for  our  free  Commis- 
sions and  Services  brochure.  Call  us  toll  free  at  800-221-5338 
or  in  N.Y.  State  call  collect  at  212-269-9127. 

Source  Securities  Corp.,  70  Pine  St.,  New  York,  N.Y.  10005 

□  Please  have  someone  from  Source  call  me. 

□  Please  send  me  your  free  Commissions  and  Services 
brochure  and  new  account  application. 

Name  


Address. 
City  


-State- 


Zip 


Bus. Tel.  (  )_ 


.Home  Tel.  C 


o 
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Member  New  York  Stock  Exchange 

The  broker  for  experienced  investors 


WE'RE  FIGHTING  FOR  YOUR  LIFE 

Exercise  Regularly 

American  Heart  Association  t. 


Forbes  classified 


August  7, 


ART  &  ANTIQUES 


MGM'T  &  SALES  MEETINGS 


CAPITAL  &  INVESTMENT  OPPORTUNITIES 


COLLECTORS  SERIESTM 
PRINTS  &  LITHOGRAPHS 

Superb  selection  includes  WWI  &  II 
airplanes,  autos,  ships,  railroad  & 
American  scenes,  Indians,  wildlife, 
A  a  variety  of  other  subjects  ready 
to  frame.  Send  $1.00  for  catalog. 

Write  COLLECTORS  SERIES 
Dept.  FM,  Box  7919, 
Chicago,  IL  60680 


MANUFACTURERS' 
REPRESENTATIVES 


BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking  for 
representatives,  the  firm's  product  line 
and  territories  available. 

For  information  write: 
Manufacturers'  Agents'  Newsletter 
Dept.  178A,  23573  Prospect  Avenue 
Farmington,  Michigan  48024 


ESTATE  SUPERVISOR 

ESTATE  SUPERVISOR 
RETIRED  CORPORATION  PRESI- 
DENT AND  WIFE  WILL  OVER- 
SEE YOUR  ESTATE  WHILE  YOU 
TRAVEL.  PLAN  A  FULLY  RE- 
LAXED JOURNEY  KNOWING 
YOUR  PROPERTY  IS  RECEIVING 
TENDER  LOVING  CARE  FROM 
A  PROFESSIONAL  ESTATE  SU- 
PERVISOR. WRITE  P.  E.  S.  P.O. 
BOX  R72,  DUBUQUE,  IOWA  52001 


$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00 'tax-deductible  filing  fee  on 
non-competitive  public  drawings  for 
oil  and  gas  leases  by  the  Federal  Gov- 
ernment could  return  $200,000. 
Free  details. 
AA  OIL  &  GAS  INC. 
2051  East  Camelback  Road 
Phoenix,  Arizona  85016 
(602)  955-7600 


8.75%  ONE  OR  TWO  YEARS 

8.25%  SIX  MONTHS 
CERTIFICATES  OF  DEPOSIT 
$100,000.00  minimum 
unusual  loan  demand  at 
THE  FIRST  NATIONAL  BANK 
Est.  1907.  Member  FDIC 
Box  912,  Greybull,  WY  82426 
Phone  (307)  765-4437 


HOW  TO  ADVERTISE  IN 

FORBES  CLASSIFIED 

REGULAR  CLASSIFIED  LISTINGS:  All  listings  are  ac- 
cepted at  the  discretion  of  the  Publisher.  Line  rate  is 
$17.35.  Minimum  size  ad  is  one  inch  (14  agate  lines) 
costing  $242.90.  FORBES  will  typeset  without  charge. 

DISPLAY  CLASSIFIED  ADVERTISING:  Line  rate  is 
$17.00.  Minimum  size  for  display  is  two  inches  (28 
agate  lines)  costing  $476.00.  Must  be  submitted  as  film 
negative  or  camera-ready  mechanical  to  size.  For  spe- 
cific requirements  send  for  order  form. 

Box  numbers  provided  on  request.  There  is  no 
charge  for  mailing  service  on  blind  ads. 

FORBES  CLASSIFIED  is  published  in  the  first  issue  of 
each  month.  Advertising  closing  date  is  one  month  pre- 
ceding date  of  issue. 

Frequency  discounts  available.  Payment  must  ac- 
company order  unless  from  accredited  agency. 


FOR  ADDITIONAL  INFORMATION  WRITE  OR  CALL: 

SARAH  MADISON 
FORBES  CLASSIFIED 

60  FIFTH  AVENUE/NEW  YORK,  NY  10011 
(212)  675-7725 


OUR  TOWN  IS  BOOM! 

National  companies  such  as 
RCA,  General  Tire  &  Emerso 
trie  have  located  in  Balesvill 
Put  your  money  to  work  at 
PENDENCE  SAVINGS 
higher  than  bank  rates.  Sav 
sured  to  $40,000  by  FSLIC. 
8-Year  Certificate  with  8% 
Rate  and  8.33%  Annual  YielO 
Minimum  Deposit. 
New  6-Month  Money  Market 
cate  pays  .25%  more  than  A* 
tion  Yield  on  US  Treasury 
$10,000  Minimum  Deposit  Cot 
Compounding  of  Interest  ( 
Rates  on  $100,000  CDs.  Sut 
Penalty  for  Early  Withdrawal 
INDEPENDENCE  SAVII 
PO  Box  2276,  Batesville.  AR 
(501)  793-4123 
Equal  Housing  Lender 


INVESTMENT  NEWSLE 


STAY  IN  THE  CHANN 

and  away  from  the  reefs  anc 
of  this  stock  market.  Let  til 
Street  Navigator  plot  your 
Our  eight-page  weekly  newsle 
cusses  all  pertinent  factors,  fu) 
tal  and  technical.  For  a  f on 
trial  subscription,  send  $1.00 
STOCK  MARKET  APPRAISE 
P.O.  Box  355,  Stapleton  Sta 
Staten  Island,  New  York  It 


FAST  FACTS  ABOU 
FORBES  SUBSCRIE 

■k  Total  paid  circulatio 
660,000 

*  301 ,620  are  in  top 
management  positic 

*  181,000  serve  on  the 
companies'  board  01 
directors 

*  147,800  serve  on  bos 
of  companies  others 
their  own 

*  610,000  own  stock. 
Average  holdings: 
$232,000 

*  Average  household 
income:  $52,600 

*  Average  net  worth: 
$533,600 


Forbes: 
capitalis 

TOOL 


ORBES  CLASSIFIED 


August  7,1978 


REAL  ESTATE 


BUSINESS  OPPORTUNITIES 


3NTANA  RANCHES 

limal  unit  all  deeded  cattle  ranch 
igusta,  Montana.  Price  reduced 
)0,000  for  immediate  sale.  This 
luality  property  in  a  reputation 
ind  adjoins  the  Sun  River  Game 

nimal  unit  ranch  in  beautiful 
ain  area  of  Eastern  Montana, 
is  National  Forest.  Due  to  re- 
location, this  ranch  can  be  pur- 
1  for  $450,000  with  good  terms. 

LL  AND  HALL  INC. 

406/252-2155  or  Box  1924 
Billings,  MT  59103 


iND  FOR  INVESTMENT— 
IACE  HORSES,  CATTLE 
OR  DEVELOPMENT 

to  3,000  acre  tracts  (all  join) 
10  miles  north  of  Ocala  in 
■e  Horse  area  on  U.S.  301/441 
I,  John's  River  18  miles  East  of 
^ando,  9,000,  17,000  &  12,000 
U    acre  tracts  (all  join) 
tracts  owned  by  same  owner 
over  30  years 

ORRIS  CO.  P.O.  Box  1088 
'►CALA,  FLORIDA  32670 
(904)  622-7151 


FOR  SALE 
18,900  ACRE  FARM 
IN  TEXAS,  U.S.A. 

i;tely  developed,  and  irrigated, 
jack  from  strong  seller  or  farm 
pment  program  available.  Brok- 
Iticipation  invited.  $13,000,000 
fit:  Mike  Justice  &  Associates 
fl,  Dalhart,  Texas,  U.S.A.  79022 
he:  (806)  249-4000  or  249-2122 

ECUTIVE  EDUCATION 


IIMPUS  DEGREE  PROGRAMS 
ICHELOR'S,  MASTER'S 
DOCTOR'S 

(•ssroom  attendance.  For  peo- 
lio    cannot    meet  on-campus 
)>m   requirements.   Credit  for 
|  related  life  experience  learn- 
I  rite  or  call  for  Catalog  and 
j  Off-Campus  Registrar, 
HSINGTON  UNIVERSITY 
:  Box  2036    Dept.  709 
!    512  E.  Wilson  Ave. 
i  Glendale,  Cal.  91209 
Tel.  213,  245-7224 


I EGE  DEGREES  BY  MA IX 

pelors,  masters,  doctorates, 
j-egal,  inexpensive,  fast. 

Free  details, 
i  DR.  JOHN  BEAR, 
franklin  Street,  Dept.  62323 
i ukland,  California  94612 


F 

I  ca 

3 

|  yo 


[REHOUSE  H 
fcySy  HUNTING  { 

BKmMbI  or  selling  ■  • 


or  selling 

nd  out  how  fast  and  easy  it  really 
can  be!  Write  tor  our  FREE  booklet 
TAKING   THE    HASSLE  OUT 
HOUSE  HUNTING  ...  and  how  to  sell 
your  home  tor  the  right  price  fast 
No  obligation! 

M  


9t  I 

OF 

sell 


flB  RELOCATING? 


800-325-3777 


P  O  Box  5780  F 
St  Louis.  MO  631 21  ■ 


.Realty  USA 


FREE  CATALOG 

Big,  Free  1978  Catalog  describes  and 
pictures  more  than  2,500  farms,  ranch- 
es, acreages,  recreational  properties, 
businesses,  town  and  country  homes 
in  39  states  coast  to  coast!  Please 
specify  type  and  location  preferred. 
UNITED  FARM  AGENCY 
612-Y  W.  47th 
Kansas  City,  MO  641 12 


AUTOMOBILES 


78  Cadillacs  Cost  Less 
In  Detroit 

Dalgleish  Cadillac  has  the  lowest 
sticker  prices  in  the  U.S.A. 
Buy  your  new  1978  Cadillac 
in  Detroit  from  Dalgleish, 
the  closest  dealer  to  the  Cadillac  factory. 
Before  you  buy  any  Cadillac, 
anywhere,  anytime,  call  or  see: 

DALGLEISH 
CADILLAC 

6160  Cass  Ave.,  Detroit  48202 
near  the  G.M.  G  Fisher  Bldgs. 
"Michigan's  Largest  Cadillac  Dealer" 

Phone  (313)875-0300 

Call  Tom  Hodge  or  Al  Kline 


SAVE  $$$$  ON  NEW  1979  CARS 

Our  Detroit  connection  allows 
you  to  buy  at  Detroit  prices, 
and  save  on  freight  too! 
Full  factory  warranty. 
Send  make  &  model  to: 
BONDED  BROKERS,  2547-S  Monroe 
Blvd.,  Dearborn,  Michigan  48124. 
Phone  (313)  565-5577. 
Specializing  in  Lincoln-Mercury,  Ford 
and  other  "Big  3"  makes. 


BUSINESS  CONNECTIONS 


ICE  CREAM  & 
SOFT  FROZEN 
YOGURT  STORES 

Select  areas  still  available  for 
exclusive  ZIP  Z  "MAKE  YOUR 
OWN  SUNDAE"  FRANCHISES, 
includes  SITE  LOCATION,  EQUIP- 
MENT, and  TRAINING.  Minimum 
$9500  cash  investment  required. 
H  you  qualify— 

CALL  TOLL  FREE  TODAY 
1-800-821-7700.Ext.323 

P.O.  Box  5630, 
4470  Monroe  St.,  Dept.  FB 
Toledo,  Ohio  43613 


Become  Our  Branch  Ollice  in 
Your  Area  —  Highest  Com- 
missions —  Research-Com- 
puterized Daily  Accounting  — 
Toll  Free  Phone  —  Maxltron 
Trading  System  —  You  Will 
Futly  Own  the  Office  —  Quali- 
fied Leads  —  Incentives  — 
Worldwide  Trading  —  on- 
shore Trading  —  Over  40  Of- 
fices Nationwide 

CAYMAN  ASSOCIATES,  LTD. 
17S  W.  Jackson  Blvd.,  Chicago.  IL  60604 
Toll  Free  (600)  621-3156  10  A  M. -5  P.M. 


BROKERS: 
YOUR  OWN 
COMMODITY 
FUTURES 
OFFICE 


CONSULTING  BUSINESS:  How  To 

Start,  Operate,  Promote  Your  Own. 
Sell  Your  Advice.  Turn  Your  Know- 
How  Into  Dollars.  Free  details.  Ham- 
ilton Pub.  Co.,  Dept.  FB-22,  Box 
88043,  Indianapolis,  IN  46208. 
SEMINARS,  WORKSHOPS, 
COURSES:  How  to  Create,  Develop, 
Promote  Your  Own.  Complete  guide. 
SEND  NO  MONEY.  Write:  Seminars, 
Dept  902,  7 158 A  Knobwood,  Indianap- 
olis, IN  46260. 


INDUSTRIAL 
MANUFACTURING  LICENSE 

to  qualified  candidates  who  enjoy  the 
allure  of  Industrial  Manufacturing. 
We  offer  a  virtually  competition-free 
business  secured  by  machinery,  train- 
ing and  long-range  support.  Invest- 
ment of  $110,000  should  generate  sub- 
stantial annual  income.  Company  scru- 
tiny is  considerable. 

North  American  Carbide  Corp. 
Call  Mr.  Faircloth,  1-800-525-9496 


MAKE  MONEY!- 

Millions  of  tires  have  damaged  or  mis- 
matched whitewalls.  They  can  earn  you 
big  profits  with  our  equipment  and  you 
can  start  a  business  customizing  tires. 
You  charge  $3.50  per  stripe  per  tire 
which  can  mean  $14  or  more  for  a  set 
ol  4  tires.  Your  cost  is  only  20C  and 
takes  only  20  minutes.  You  can  easily 
average  10  cars  a  day.  at  $13.80  profit 
each  for  a  big  $138  00  daily  profit.  NO 
FRANCHISE  FEES  ROYALTIES,  OR 
OVERHEAD.  TAX  BENEFITS.  NO  EX- 
PERIENCE NEEDED,  We  provide  an  ex- 
pense-paid trip  to  Dallas.  Texas  for  full 
training  and  you  can  become  a  Tire 
Customizing  Specialist  or  distributor  in 
a  very  short  time. 

Distributor  $60,000 

"This  Is  what  /  grossed  the  first  ninety 
days  "  —BUI  Smith,  San  Jose,  CA. 

Dealer  $5,400 

"I  grossed  this  amount  In  two  months,  part 
time."  —Brian  Stoneback,  Carrollton,  Texas 

Owner/Operator       $20  Hour 

"f  gross  fhis  operating  my  tire  customizing 
unit."— Dennis  DeStetano,  South  Orange,  NJ. 

•  Repair  Curb  Damage_ 

•  Whitewalllna 

•  Color  Stripes 

•  Lettering 


OTIRE  COSMOTOLOGY,  INC. 
10920  Indian  Trail.  Suite  201 
Dallas,  TX  75229  Dept  FB878 
Call  Toll  Free  1-800-527-7438  for  free  literature. 


Phone  No 
City  


-Zip- 


r 


13,000,000  MEN 
WILL  RENT  A 
TUXEDO  IN  1978 


Our  youth  oriented  business  is 
growing  .  .  .  we're  up  20%  over 
last  year.  WHY?  We  have  mod- 
ernized the  formalwear  rental 
industry!  Proms  and  formal 
weddings  are  more  popular  to- 
day than  ever.  This  high  ticket 
($35-$45)  .  .  .  high  percentage 
gross  and  net  profit  business 
can  be  yours  without  any  pre- 
vious knowledge.  We  train  you, 
finance  you  and  commit  our- 
selves to  a  long  term  store 
lease.  We  support  you  with  in- 
store  assistance  and  national 
advertising.  We're  convinced! 
135  franchisees  are  convinced! 
CAN  WE  CONVINCE  YOU! 
For  details  write  or  call  collect: 

MR.  JOHN  HEISER 
(312)  236-2333  . .  .  G1NGISS  IN- 
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This  is  the  diary  FORBES  built  It's  custom 
made  for  any  busy  business  executive* ♦♦ 


Monday  20 


Tuesday  21 


Friday  24 


Sootrdtry  25 


>  fc  P  I  I  M  B  1  R 


Forbes  "top  brass" 
le  "heavy  users"  when 
comes  to  diaries.  So 
pen  we  set  about 
[signing  the  perfect 
[isiness  desk  diary,  we 
lid  expert  help  at 
iind. 

Nobody  wanted  a 
ary  that  was  a  mini- 
cyclopedia.  A  file  of 
irtistics  up  front  takes 
j  too  much  room, 
becially  if  you  are  on  a  trip  or  in  a  client's  office.  Plenty  of 
jiting  space,  on  the  other  hand,  comes  in  very  useful 
hen  you  are  making  arrangements  by  phone  and  don't 
jve  time  to  organize  your  notes.  A  ribbon  page  marker 
pes  hunting  through  pages  and  is  an  absolute  must, 
tactical  considerations  like  these  were  all  embodied  in  one 
jin  and  then  translated  into  an  elegant  yet  practical 
hign. 

Forbes  Diary  is  the  result.  It's  compact  yet  generous  in 
lliting  space.  It  offers  reference  information  you  are  most 
Jely  to  want  and  leaves  out  the  rest.  Some  items  for 
Jesonal  records  you'll  find  unusual.  But  come  tax  time, 
It'll  appreciate  why  they  are  there.  The  handsome  layout, 
I;  fine  paper  and  binding  will  make  it  a  pleasure  to  open 
p  use  daily.  Needless  to  say,  it  should  make  a  welcome 
I:.  If  you  would  like  to  order  one  or  several,  send  your 
|:ck  with  the  order  form  below,  or  write  to:  Forbes  Diary, 
!  Fifth  Avenue,  New  York,  N.Y.  10011.  Shipping  will 
pin  in  early  October  unless  instructed  for  Christmas 
livery. 


FORBES  DIARY  FEATURES 


•  2  full  pages  per  week 
■hourly  schedule  plus  note 

space  for  each  day 
■personal  data  record 
■  record  of  securities  bought 

and  sold 

•chart  of  security  and 

financial  trends 
'U.S.  and  international  air 

distances 

1  metric  conversion  tables 
'  toll  free  800  telephone 
directory 

■staff  vacation  chart 


■  record  of  charitable 
contributions 

■statistics  on  top  U.S. 

corporations 
•  time  chart  world  cities 
■currency  converter 

■  mini-diary  for  first  3  months 
of  following  year 

■ribbon  marker 

■brown  kivar  padded  binding 

imprinted  in  gold 
■size— 8"  x  10 
■comes  in  custom  gift  box 


Send 


TO:  FORBES  DIARY 

(Att:  Mr.  Ted  York) 

60  Fifth  Ave.,  N.Y.,  NY  10011 


 1979  Forbes  Diary(ies)  at  $15  each.  My  check  for 

 including  applicable  sales  tax*  payable  to 

is  enclosed.  For  orders  of  more  than  five  diaries  and 


Forbes  Inc 

personalization,  please  inquire  about  special  rates. 


Name_ 


Address. 


City_ 


State- 


Zip  . 


Shipments  will  be  made  by  October  31st. 

*  Please  add  8%  in  New  York  City,  sales  tax  elsewhere  in  New  York  State 
as  prescribed  by  law. 

DO! 


on  the 

ThoUghtS  .  .  .  Business  of  Life 


No  one's  happiness  but  my  own  is  in 
my  power  to  achieve  or  to  destroy. 
Ayn  Rand 


Work  is  the  greatest  thing  in  the 
world,  so  we  should  always  save 
some  of  it  for  tomorrow. 
Don  Herold 


There's  no  such  thing  as  not  enough 
time  if  you're  doing  what  you  want  to  do 
Robert  Half 


We  work  to  become,  not  to  acquire. 
Elbert  Hubbard 


Happiness  comes  and  goes  and 
is  short  on  staying  power. 
Frank  Tyger 


Who  has  more  leisure  than  a  worm? 
Seneca 


The  only  way  to  get  rid  of  a 
temptation  is  to  yield  to  it. 
Oscar  Wilde 


We  sleep,  but  the  loom  of  life  never 
stops  and  the  pattern  which  was 
weaving  when  the  sun  went  down  is 
weaving  when  it  comes  up  tomorrow. 
Henry  Ward  Beecher 


When  you  are  alone  you  are  all  your  own 
Leonardo  da  Vinci 


Everyone  goes  to  the  forest;  some 
go  for  a  walk  to  be  inspired,  and 
others  go  to  cut  down  the  trees. 
Vladimir  Horowitz 


Into  each  life  some  rain  must  fall, 
some  days  must  be  dark  and  dreary. 
Henry  Wadsworth  Longfellow 


The  first  thing  any  man  has  to  know 
is  how  to  handle  himself.  Training 
counts.  You  can't  win  any  game 
unless  you  are  ready  to  win. 
Connie  Mack 


We  live  in  an  age  of  haste. 
Some  people  look  at  an  egg  and 
expect  it  to  crow. 
Orison  Swett  Marden 


You  are  only  young  once,  but 
you  can  be  immature  forever. 
John  R  Grier 


When  ages  grow  to  civility  and 
elegancy,  men  come  to  build 
stately  sooner  than  to  garden 
finely;  as  if  gardening  were 
the  greater  perfection. 
Francis  Bacon 


The  better  part  of  maturity 
is  knowing  your  goals. 
Arnold  Glasow 


Vacations  are  useful.  In  these 
modern,  high-pressure  days  busy  men 
of  affairs  may  require  a  winter  as  well 
as  a  summer  vacation.  But  vacations 
can  be  overdone.  Play,  taken  in 
proper  doses,  fits  a  man  for  more  and 
better  work.  But  too  much  play  will 
play  the  deuce  with  any  enterprise. 
While  you  play,  remember  that  your 
competitors  are  energetically  at  work. 
B.  C.  Forbes 


Traveling  is  one  way  of  lengthening 
life,  at  least  in  appearance. 
Benjamin  Franklin 


Even  as  we  speak,  jealous  time 
flees — seize  this  day,  and  put 
little  faith  in  tomorrow. 
Horace 


How  people  try  to  avoid  work  and 
how  well  some  of  them  succeed! 
William  Feather 


Many  ideas  grow  better  when 
transplanted  into  another  mind 
than  in  the  one  where  they  spring  up. 
Oliver  Wendell  Holmes 


New  boots  .  .  .  big  steps. 
Chinese  Proverb 


History  is  likely  to  look  upon  these 
times  as  the  People  Age,  for  never 
before  have  so  much  money,  effort  and 
creativity  been  committed  for  the 
specific  purpose  of  human  betterment. 
Wayne  Pennington 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
available  in  a  574-page  book  at 
$10.95.  Send  check  and  order  to: 
Forbes  Inc. ,  60  Fifth  Avenue,  New 
York,  NY.  10011.  Add  appropri- 
ate sales  tax  on  New  York  State 
orders. 


A  Text .  .  . 


Sent  in  by  Earle  A.  Smith.  Seotts  Valley,  Calif. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Brethren,  be  not  children  in  understand 
ing:  howbeit  in  malice  be  ye  children 
but  in  understanding  be  men. 

I  Corinthians  14:2< 
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Annual  Mutual  Fund  Survey 


D  ) 

D  ) 

busting  out 
of  their 
britches 


We've  been  building  diesels 
longer  than  most  manufacturers 
have  been  building  trucks. 


Back  in  1907,  before  most  American  truck  manu- 
facturers were  even  in  existence,  an  IVECO  company 
was  mass-producing  diesels.  And  the  kind  of  engine 
that  we've  been  building  since  the  early  I900's  is  ideally 
suited  to  solving  some  of  the  trucking  problems  of  the 
late  1970s. 

Over  five  years, 
one  of  our  diesel  engines  can  save 
almost  enough  money  to  pay  for 
one  of  our  diesel  trucks. 

Magirus  diesels  save  on  fuel.  First,  by  running  on  a 
fuel  that  nationally  averages  about  100  a  gallon  less  than 
unleaded  gasoline:  Second,  by  getting  8  to  10  miles  per 
gallon  in  a  weight  class  where  gasoline  trucks  average  4 
to  5.  And  third,  by  being  able  to  idle  on  a  fuel-air  mixture 
that's  99.668%  air. 

Magirus  diesels  also  save  on  maintenance. 

With  no  spark  plugs,  no  distributors,  no  points,  no 
ignition  wires,  no  condensers,  no  carburetors,  and  hence 
no  need  for  tuneups. 

Routine  maintenance  like  oil,  water,  brake  fluid, 
and  battery  checks  (and  topping  up)  can  all  be  performed 
without  removing  the  cab.  And  when  the  cab  does  need 
removing,  it  simply  tilts  forward. 

So  a  mechanic  who  earns  $6.50  an  hour  never  has 
to  spend  two  hours  removing  and  replacing  body  panels 
just  to  change  an  oil  filter. 

Last  year,  Commercial  Car  Journal  calculated  that  by 
switching  from  a  gasoline-powered  truck  to  a  truck 
like  the  Magirus  diesel,  a  company  could  save  a  total  of 


$13,857.94  on  fuel  and  maintenance  alone  over  five 
20,000-mile  years. 

At  a  time  when  America  really  needs 

medium-size  diesel  trucks, 
why  does  it  have  fewer  than  Germany? 

As  fuel  prices  and  maintenance  costs  skyrocket, 
America  needs  diesel  trucks  at  least  as  much  as  any 
other  country  in  the  world.  Yet,  except  for  long-distance 
18-wheelers,  America  doesn't  have  them.  In  the  United 
States,  there  are  some  52,059  medium-size  (Class  6) 
diesel  trucks.  In  West  Germany,  a  country  the  size  of 
Oregon,  there  are  58,000. 

More  than  35,000  of  Germany's  diesel  trucks 
come  from  Magirus  and  its  sister  IVECO  companies— 
Unic,  Lancia,  OM,  and  Fiat.  And  now  our  Magirus  diesel 
trucks  are  ready  to  do  for  America  what  they're  already 
doing  for  Germany,  Europe,  Asia,  Africa,  and  the  rest  of 
the  world. 

So  if  you're  grappling  with  the  same  kind  of  truck- 
ing problems  as  the  rest  of  the  world,  you  have  three 
solutions  to  choose  from: 

You  can  wait  a  few  years  for  American  truck  com- 
panies to  finish  developing  their  diesel  engines. 

You  can  buy  a  diesel  engine  installed  in  a  truck  that 
was  never  built  to  take  its  stresses. 

Or  you  can  turn  to  the  company  that's  had  decades 
of  experience  in  building  diesel  trucks. 

m  iveco 

Magirus  Diesel  trucks  are  distributed  by 

Iveco  Trucks  of  North  America,  Inc.,  Blue  Bell,  Pa. 


'federal  Energy  Review.  February,  1978  Local  prices  may  vary 


C  1978  Iveco  Trucks  of  North  America.  Inc 


'Smoking. 

Here's 
what  I'm 

doing 
about  it' 

"I  like  the  taste  of  a  good  cigarette 
I  don't  intend  to  settle  for  less. 

But  I'm  aware  of  what's  being  said. 

'3    So  I  began  searching  for 
'"i  *  a  cigarette  that  could  give 

me  the  taste  1  like  with  less  tar. 
I  found  Vantage.  A  cigarette  that 
really  gives  a  lot  of  taste.  And  with 
much  less  tar  than  what  I'd 
smoked  before. 

"What  am  I  doing  about  smoking? 
I'm  smoking  Vantage." 

I  J. 


G.S.  Cooper 
Edmonds,  Washington 


vVarning:  The  Surgeon  General  Has  Determined 
That  Cigarette  Smoking  Is  Dangerous  to  Your  Health. 


r    Regular,  Menthol, 
and  Vantage  100s 


FILTER  100's:  10  mg.  "tar".  0.8  mg.  nicotine.  FILTER.  MENTHOL 
11  mg.  "tar",  0.8  mg.  nicotine,  av.  per  cigarette,  FTC  Report  MAY  78. 
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to  switch  to  Victor.  The  new 
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and  reliability.  Feature  for  fea- 
ture, we  think  you'll  prefer  them 
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America  has  got  to  come  up  with  twice  as  much  energy 
in  the  next  two  decades  to  keep  our  productivity  growing. 

Here's  how  First  Chicago  is  backing  the  push  to  produce  it. 


America's  standard  ofliving 
depends  on  America's  productivity. 
And  a  vital  ingredient  in  the  growth 
of  our  productivity  has  always  been 
the  easy  availability  of  energy. 

But  energy  isn't  easy  to  come 
by  any  more.  And  some  say  to  con- 
serve it,  we  should  put  our  produc- 
tivity on  "hold." 

First  Chicago  believes  we 
can't  afford  to  let  this  happen. 
Here's  why: 

Why  our  productivity 
has  to  keep  growing. 

The  basic  genius  of  this  coun- 
try is  the  promise  that  all  individ- 
uals can  move  up  through  the  social 
structure  as  fast  and  as  far  as  their 
ambition  and  ability  will  take  them. 

The  only  way  to  keep  that 
promise  alive  for  our  still-expand- 
ing work  force  is  to  increase  the 
growth  rate  of  our  productivity.  That 
means  we'll  need  more  energy  than 
we're  using  now.  Up  to  twice  as 
much  by  the  year  2000! 

Conservation  can  provide 


some  of  it.  By  eliminating  waste, 
we  can  free-up  perhaps  20%  of  the 
energy  we  need  for  productive 
purposes.  Too  little. 

New  sources,  such  as  solar, 
shale  oil,  coal  liquefaction  or  gas- 
ification and  nuclear  fusion  could 
help  by  the  end  of  the  century. 
Too  late. 

First  Chicago  believes  America 
can't  wait.  We've  got  to  produce 
more  of  the  oil,  gas,  coal  and 
nuclear  energy  we're  geared-up  to 
use  now.  And  we  believe  that 
private  industry  can  do  the  job  //  it 
gets  the  proper  incentives 
-and  financing.  That's  where 
we  come  in. 

Long  before  it  was 
fashionable  to  have  an 
energy  department, 
ours  was  meeting  the 


Richard B.  Stebbins  (left).  Vice 
President  and  head  of  First  Chicago's 
Energy  Group,  worked  full  time  for 
two  years  to  help  complete  this 
country's  largest  grass  roots  oil  refinery 
ahead  of  schedule  and  under  budget. 


special  financial  needs  of  the  in 
dustry.  We  were  the  money  cenj 
bank  that  developed  and  pione* 
ed  oil  production  payment  finan 
ing.  Today  it's  the  standard  of  th 
industry.  The  First  was  a  lead 
bank  in  financing  the  world's  fir 
commercial  nuclear  plant.  And 
from  the  beginning  of  the  energ 
shortage,  I  we've  been  puttinc 
our  special  exper- 
tise to  work  to  hell 


energy  industry  solve  it. 
Here  are  some  of  the  ways: 

Big  money 
for  a  big  idea. 

In  the  early  seventies,  two 
ependent  oil  companies  (one  a 
year  customer)  came  to  First 
icago  with  a  big  idea  and  a  big 
ancial  need. 

The  idea:  Build  the  largest 
iss  roots  refinery  ever  con- 
Licted  in  the  U.  S. 
The  need:  $250  million. 
The  idea  was  unorthodox  be- 
jse  the  refinery  was  designed 
marily  for  fuel  oil,  historically  a 
v-priced,  low-demand  product, 
t  to  us  it  made  sense  because 
knew  that  America  would  soon 
?d  all  the  fuel  it  could  get. 

So  we  assigned  a  member 
3ur  Energy  Group  to  work  full 
le  on  the  project.  First,  he 
nd  13  other  banks  to  par- 
pate  in  the  loan.  Then,  for  88 
d  years,  he  helped  man- 
2ment  with  everything 
m  setting  up  construction 
ltracts  to  negotiating  crude 
jply  and  international  trans- 
rtation  agreements. 

As  a  result,  the  refinery  came 
stream-under  budget  and 
2ad  of  schedule-in  October, 


1976.  And  that  winter,  when  record 
cold  almost  exhausted  natural  gas 
supplies,  America  had  an  addi- 
tional 150,000  barrels  of  fuel  oil  a 
day  to  heat  homes  and  schools  and 
help  keep  offices  and  factories 
producing. 

A  financial 
stand-by  system. 

The  financial  hazards  of  a  nu- 
clear building  program  can  make 
even  a  big  utility  nervous.  If  you're 
medium  size,  they  can  give  you 
nightmares.  Here's  how  we  helped 
one  of  our  relationship  customers 
come  through  unscathed. 

This  utility,  serving  200,000 
customers  in  the  Midwest,  was 
building  a  500,000  KW  nuclear 
generating  plant  that  would  double 
the  size  of  the  company.  And  they 
were  worried.  With  so  much  of  their 
assets  tied  up  in  construction,  what 
would  happen  to  their  credit  rating 
if  something  went  wrong  before 
completion? 

Our  solution  was  a  long  term 
Revolving  Credit  they  could  use  as 
needed. 

Sure  enough,  in  the  credit 
crunch  of  1974,  the  utility  suffered 
an  earnings  drop.  But  because 
we  stood  by  them,  construction 
continued  without  interruption. 
And  their  outstanding  bonds  didn't 
get  battered  as  they  might  have. 

Now  the  new  nuclear  facility  is 
providing  improved  earnings  for 
the  company,  and  their  customers 
benefit  from  substantially  reduced 
fuel  costs. 

Epilogue:  First  Chicago  also 
provided  an  initial  $15  million 
Letter  of  Credit/ Revolving  Credit 
^  to  begin  financing  the  plant's 
fjT)  nuclear  fuel  requirements. 


Carl  F.  Hoover,  Vice  President  and 
head  of  our  Utility  Group,  with 
scale  model  of  world's  first 
commercial  nuclear 

generating  phi  n  t  wh  icfl 
First  Chwago  helped 
finance. 


Regional  expertise. 

When  a  Houston-based  com- 
pany providing  seismic  services 
and  oil  tools  needed  financing  for 
an  expansion  program,  other 
banks-including  a  big  New  York 
bank-said  no.  Our  Houston  office 
recognized  the  potential  and  said 
yes.  Today  First  Chicago  is  financing 
the  company's  export  operations 
all  over  the  world,  including  Russia. 

An  independent  California  oil 
refiner,  hidebound  by  a  secured 
loan  agreement  the  company  had 
outgrown,  found  relief  through  our 
sophisticated  knowledge  of  the 
problems  unique  to  the  West  Coast 
energy  market.  Our  industry  experts 
Ken  Peak  and  Dick  Stebbins  put 
together  an  unsecured  Revolving 
Credit  that  will  enable  the  company 
to  refinance  and  retool  to  meet 
the  requirements  of  future  growth. 

Wherever  you  are,  whatever 
part  of  the  energy  business  you're 
in.  First  Chicago  is  in  business  to 
help.  Because  America  has  to  have 
more  energy.  And  we're  actively- 
aggressively-  backing  the  push  to 
produce  it. 

Our  Energy  Group  is  in  place 
and  operating.  They  have  the  ex- 
perience, the  expertise,  the  capital 
and  the  full  range  of  services  it  takes 
to  solve  any  financial  problem.  And 
we  have  78  installations  worldwide. 
To  put  any  or  all  of  them  to  work  for 
you,  write  or  call  Richard  B.  Stebbins, 
Vice  President,  The  First  National 
Bank  of  Chicago,  One  First  National 
Plaza,  60670.  (312)  732-6814. 


Productivity  banking 
in  36  countries. 

North  America:  Mexico  City;  Toronto.  Europe: 
Athens;  Cardiff;  Amsterdam;  Edinburgh;  Bristol; 
Geneva;  Channel  Islands;  Brussek;  Dublin;  Diis- 
seldorf;  Antwerp;  Frankfurt;  Madrid;  Leicester; 
London;  Milan;  Munich;  Newcastle;  Rotterdam; 
Paris;  Piraeus;  Rome;  Stockholm;  Warsaw. 
Middle  East:  Abu  Dhabi;  Beirut;  Cairo;  Dubai; 
Sharjah;  Tehran.  Africa:  Lagos;  Nairobi.  Latin 
America:  Sao  Paulo;  Panama  City;  Caracas; 
Guatemala  City;  Bogota.  Caribbean:  Port-au- 
Prince;  Bridgetown;  Kingston.  Asia:  Jakarta 
Singapore;  Seoul;  Hong  Kong;  Tbkyo.  Pacific: 
Manila;  Melbourne;  Sydney.  Member  FDIC. 
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A  New  Record 

Staff  Writer  Phyllis  Berman  has 
just  broken  a  recent  house  record  at 
FORBES.  With  this  issue  she  will  have 
written  .her  fourth  cover  story  (see  p. 
41)  in  less  than  a  year.  In  each  effort 
she  was  assisted  by  Reporter-Re- 
searcher Richard  Greene.  Earlier 
ones:  Emerson  Electric  (Mar.  20); 
Dome  Mines  (May  29)  and  Revlon 
(June  26).  Please  don't  conclude  that 
we  are  overworking  her — though  she 
is  certainly  a  hardworking  woman.  It 
has  something  to  do  with  the  way  we 
select  a  cover  story.  We  rarely  start 
out  with  the  idea  that  such  and  such  a 
story  will  be  featured  on  the  cover. 
More  often  we  select  a  cover  subject 
after  dipping  into  a  story  and  judging 
on  the  basis  of  exploratory  reporting 
that  it  will  be  of  unusual  interest  to 
our  readers.  Because  Berman  is  a 
very  good  reporter,  four  of  her  arti- 
cles have  made  it  this  year. 

Berman,  33,  is  a  native  of  Okeecho- 
bee, Fla.  and  studied  political  science 
at  the  University  of  Michigan.  She 
started  her  journalistic  career  as  a 
clipper  of  newspapers  at  Sports  Illus- 
trated, switched  to  Fortune  and  was 
selected  as  a  researcher  at  Forbes  in 
1972  by  Senior  Editor  Ruth  Gruen- 
berg. Now  a  staff  writer  in  New  York, 
she  is  on  loan  to  Norman  Pearlstine  s 
West  Coast  bureau  where  she  did  the 
Levi  Strauss  article. 

How  did  she  get  the  idea?  When 
working  on  her  Revlon  cover  story 
she  noted  that  couture  designers 
were  moving  into  the  cosmetics  mar- 
ket. Later,  while  touring  some  of  the 


posh  Beverly  Hills  boutiques  near 
Forbes'  Los  Angeles  offices,  she  ob- 
served that  the  high-fashion  people 
were  also  moving  into  jeans.  In  a  way, 
then,  Levi  Strauss  was  facing  the 
same  business  problem  Revlon  was. 

This  year's  cover  story  reporting 
has  put  Berman  in  close  touch  with  at 
least  three  brilliant  top  executives: 
Emerson  Electrics  Charles  Knight; 
Revlon's  Michel  Bergerac  and  Levi 
Strauss'  Robert  Haas.  They  are  a 
study  in  contrasts:  "Knight  is  a  tough, 
blunt  conservative,"  she  says.  "Haas 
is  exactly  the  opposite.  Bergerac  is  a 
sophisticated,  somewhat  cynical  Eu- 
ropean." Unlike  the  other  two,  Haas 
hasn't  yet  made  it  to  the  top  of  his 
company — but  there  is  no  doubt  that 
he  will.  Of  Haas,  Phyllis  Berman 
says:  "He  seems  superintense  and 
businesslike,  perhaps  because  he  is 
afraid  people  might  think  he  inherit- 
ed his  present  position  solely  because 
of  his  family  connection.  The  same 
diffidence  made  him  avoid  wearing 
Levi  jeans  when  he  was  at  Berkeley 
and  lived  in  a  virtual  sea  of  jeans. 

"I  think  there  is  a  moral  in  all  this," 
Berman  continues.  "It's  not  only  the 
kid  who  came  up  on  the  wrong  side  of 
the  tracks  who  has  the  drive  to  make 
it  in  business.  Sometimes  the  kid 
from  the  right*  side  of  the  tracks  can 
be  even  hungrier." 

Bob  Haas  is  going  to  have  to  be 
tough,  she  concludes:  "Aggressive 
competition  from  others  has  made 
Levi  a  follower  in  the  fashion  jeans 
market  rather  than  a  leader."  ■ 
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A  hungry  kid  from  the  right  side  of  the  tracks. 
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Fifteen  cents?  Well,  have  you  thought  about 
presorting  your  mail  by  ZIP  CODE?  If  you  do  the 
rate  is  thirteen  cents  (nine  cents  for  postcards),  in 
volume  mailings  of  500  pieces  or  more. 

More  than  five  thousand  companies  are  now 
using  PRESORT,  and  last  year,  overall,  these  com- 
panies saved  more  than  $21  million. 

You  can  join  them  and  install  PRESORT  with 
just  a  few  changes  in  your  mailing  system.  All  that  is 
required  is  that  you  presort  your  First  Class  mail  to 


5-  and  3-digit  ZIP  CODES  and  place  it  in  special 
trays  the  Post  Office  supplies  free.  Then,  just  deliver 
the  trays  to  the  Post  Office  and  save  2*  on  every 
piece,  a  penny  on  every  postcard. 

Not  only  do  you  save  money,  but  presorted  mail 
helps  ensure  consistent  delivery  since  it  requires  less 
handling  and  can  be  forwarded  almost  as  soon  as  you 
drop  it  off  at  a  designated  Postal  unit. 

If  you'll  mail  in  the  coupon,  we'll  send  you  fur- 
ther information  on  how  to  save  important  money. 


Assistant  Postmaster  General 
Customer  Services,  Room  5900 A 
United  States  Postal  Service 
475  L'Enfant  Plaza  West,  S.W 
Washington,  D.C.  20260 
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make  revisions 
~a4etoften? 


Nobody's  perfect.  So  everybody  revises. 

And  the  more  you  revise,  the  more  you  could  use  a  Xerox 
typing  system. 

Our  systems  let  you  see  your  revisions  in  finished  form 
almost  as  fast  as  it  takes  you  to  change  your  mind.  Which  gives  you 
plenty  of  time  to  re-revise  them. 

Take  our  S50  Display  Typing  System,  for  example.  It  has  a 
24-character  display,  with  a  printer  that  types  out  at  a  speed  of 
35  characters  a  second.  And  stores  280  pages  of  information. 

It  also  offers  a  page  display  that  shows  66  lines  of  text.  So  you 
can  revise  full  pages  or  rearrange  large  blocks  of  text  instantly. 

But  the  850  doesn't  just  make  it  easy  to  revise  documents.  It  also 
makes  it  easy  to  revise  the  system. 

That's  because  it's  composed  of  modular  units  that  can  be 
arranged  and  rearranged  to  meet  the  changing  needs  of  any  office. 
Units  that  not  only  work  well  w  ith  each  other,  but  with  some 
systems  you  may  already  have  installed. 

Then  there's  our  800  Electronic  Typing  System.  It's  a  basic 
stand-alone  unit  that  lets  secretaries  make  revisions  in  a  fraction  of 
the  time  it  takes  on  conventional  machines. 

For  full  details  on  these  systems  — and  how  they  can  be 
combined  to  make  revisions  faster  than  humanly  possible— call 
Don  Roth,  toll  free,  at  800-527-3386.  In  Texas,  Alaska  and  Hawaii, 
call  collect  214-352-5138. 

Xerox  Electronic  and  I  )isplay  Typing  Systems. 

They  won't  make  you  perfect.  But  they  w  ill  cut  down 
drastically  on  the  time  it  takes  to  a-pprrrrseem  look  that  way. 
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Edited  by  JOHN  A.  CONWAY 


Who  Needs  Enemies? 


Robert  McNamara's  friends  among  the 
directors  of  the  World  Bank  are  hand- 
ing him  a  gift  that  seems  sure  to  cause 
him  more  trouble  than  it  is  worth.  The 
board  is  increasing  his  pay  as  the 
bank's  president  by  30%,  to  more  than 
$150, (KM)  a  year.  The  reason:  His  oppo- 
site number  at  the  International  Mone- 
tary Fund,  former  French  treasury  offi- 
cial Jacques  de  Larosiere,  won  a  rich 
new  contract  when  he  took  over  at 
IMF  this  spring,  and  the  World  Bank 
directors  have  a  passion  for  keeping 
pace.  McNamara's  new  contract  will 
match  Larosiere's.  The  trouble  is  that 
Congress,  already  up  in  arms  over  the 
pay  scales  of  Washington's  international 
institutions,  has  been  venting  its  spleen 
by  cutting  appropriations.  The  World 
Bank  has  already  seen  its  development- 
lending  requests  slashed  by  $320  mil- 
lion. And  McNamara  doesn't  need  the 
money.  Although  he  has  been  in  gov- 
ernment since  1961  (when  he  became 
John  F.  Kennedy's  Defense  Secretary), 
friends  say  he  has  a  comfortable  nest 
egg  built  up  during  his  15  years  as  a 
Ford  Motor  Co.  executive. 

Spenders  Vs.  Savers 

Congressmen  dedicated  to  pouring  fed- 
eral public-works  money  back  to  their 
home  constituencies  could  face  a  new 
and  formidable  foe  next  year — one  in 
their  own  midst.  He  is  Maine  Democrat 
Edmund  Muskie,  a  staunch  foe  of  open- 
handed  spending  who  could  end  up  as 
the  next  head  of  the  Senate  Committee 
on  Environment  &  Public  Works,  a 
prime  source  of  such  largesse.  The 
current  chairman,  Jennings  Randolph 
(D-W.Va.),  now  76,  is  in  serious  trouble 
in  his  reelection  bid  against  his  state's  ex- 
GOP  governor  Arch  A.  Moore  Jr.  Ran- 
dolph, the  only  congressman  whose  ser- 
vice  goes  back  to  FDR's  arrival  in  Wash- 
ington, has  stayed  true  to  the  New  Deal 
as  a  booster  of  public-works  projects. 
The  pork-barrel  forces  can  only  hope 
that  Muskie  decides  to  forego  that  chair 
and  remain  as  head  of  the  Senate  Budget 
Committee.  For,  if  Muskie  stays  put, 
Randolph's  successor  will  be  Alaska's 
Senator  Mike  Gravel,  whose  philosophy 
also  runs  along  New  Deal  lines. 

The  Hate  Parade 

Which  tax  do  Americans  hate  most? 
Despite  the  outcry  still  reverberating 
lrom  California's  vote  for  Proposition  13 
slashing    that    state's    property  taxes, 
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those  levies  do  not  hold  the  uncontested 
top  spot.  Local  property  taxes  are  no 
worse  than  the  federal  income  tax,  ac- 
cording to  a  cross-country  poll  of  2,110 
adults  by  the  authoritative  Advisory 
Commission  on  Intergovernmental  Re- 
lations, a  federally  funded  group  of  fed- 
eral, state  and  local  officials.  Only  in  the 
West,  the  commission  found,  was  the 
property  tax  listed  first  on  the  hate 
parade.  A  plurality  of  the  taxpayers 
quizzed  by  the  commission  also  said 
that  Washington  gave  them  the  most  for 
their  money,  with  local  governments 
next  and  the  states  coming  in  last. 

Where  The  Lady  Stands 

What  kind  of  an  economist  is  Nancy- 
Hayes  Teeters,  Jimmy  Carter  s  choice  as 
the  first  woman  governor  of  the  Federal 
Reserve  Board?  When  Mrs.  Teeters' 
name  hit  the  headlines  (officially,  her 
nomination  has  not  yet  gone  to  the  Sen- 
ate for  confirmation  and  the  White 
House  still  calls  it  an  "unconfirmed  re- 
port"), she  was  tabbed  as  unequivocally 
"liberal"  in  news  reports.  The  48-year- 
old  chief  economist  of  the  House  Budget 
Committee,  however,  demurs  on  that 
liberal  tag  and  puts  herself  in  the  middle 

Nancy  Hayes  Teeters 
Right  down  the  middle. 


of  the  road.  "House  liberals,"  she  says, 
"consider  me  too  conservative  and  the 
conservatives  consider  me  too  liberal." 
She  also  comments  that  until  G.  William 
Miller's  arrival  as  Fed  chairman,  the  en- 
tire board  consisted  of  Nixon  and  Ford 
appointees,  giving  it  so  conservative  a 
tone  "that  anybody  looks  liberal. 

Love  Those  Lawyers 


The  sudden  realization  among  publish- 
ers that  the  more  than  400,000  U.S. 
lawyers  constituted  a  money-making  au- 
dience (and  who  are  now  themselves 
allowed  to  advertise)  is  gaining  momen- 
tum. For  years,  Jerry  Finkelstein  owned 
the  field  with  his  daily  New  York  Late 
Journal,  a  compendium  of  court  reports. 
Then  William  Jovanovich,  of  Harcourt 
Brace  Jovanovich  (Forbfs,  July  24), 
weighed  in  with  a  $125-a-year  weekly, 
Legal  Times  of  Washington.  Finkelstein 
says  he  will  counter  in  September  with  a 
"truly  national"  National  Lau  Journal,  a 
$48-a-year  weekly.  Most  recently  into 
the  act  was  London  publisher  Vere 
Harmsworth,  via  his  ownership  of  Es- 
(fuire.  Lawyers  at  this  month  s  American 
Bar  Assn.  confab  in  New  York  were  in- 
vited to  sample  the  first  issue  of  The 
American  Lawyer,  a  biweekly  edited  by 
Jay  Kriegel,  a  city  hall  aide  to  former 
New  York  Mayor  John  V.  Lindsay,  and 
Steven  Brill,  an  Esquire  contributing 
editor  (and  nonpracticing  lawyer).  The 
new  paper,  at  $19.50  a  year,  will  be 
"about  lawyers,  not  law,"  Brill  savs. 


All  Cartels  Welcome 


Britain's  Foreign  Office  is  working  up  a 
scheme  that  it  hopes  could  make  London 
the  center  of  the  world's  commodity 
trading.  The  idea  calls  for  a  government- 
financed  "World  Center  for  Commod- 
ities," housing  the  international  cartel- 
style  groups  that  already  exist  for  such 
items  as  tin  and  coffee,  plus  any  others 
created  in  the  future.  The  United  Na- 
tions has  been  working  on  a  program  that 
would  use  a  $6-billion  "common  fund"  to 
finance  stockpiles  to  stabilize  raw  materi- 
al prices,  a  cause  eagerly  espoused  by 
the  Third  World  but  so  far  getting  at  best 
lukewarm  support  from  big  consumer 
countries.  The  London  plan  would  pro- 
vide a  home  for  the  fund,  should  it  ever 
come  to  pass.  Motives  behind  the  pro- 
posal are  both  political  and  economic.  Its 
sponsors  hope  that  creating  a  London 
World  Center  would  enhance  Britain's 
standing  with  Third  Worlders  and  also 
generate  business.  {Commodity  trading 
for  foreign  clients  brought  Britain  about 
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$400  million  in  invisible  imports  last 
year.)  U.S.  commodity  traders  will  prob- 
ably shrug  off  the  whole  thing.  Interna- 
tional groupings  to  control  world  prices 
have  invariably  fallen  apart  in  the  past, 
one  insider  notes,  because  of  "simple 
greed."  Some  member  always  wants  a 
sale  and  breaks  the  price  line  to  get  it. 

The  Money  Changers 

Bankers  are  showing  a  notable  lack  of 
enthusiasm  for  the  Treasury's  proposed 
new  $1  coin  (to  be  lighter  and  smaller 
than  the  silver  cartwheel).  The  American 
Bankers  Assn.  has  told  Congress  that  the 
government  should  make  a  "detailed 
market  study,"  going  beyond  simply  ask- 
ing whether  the  public  would  use  the 
new  coin.  The  ABA  would  like  to  see  a 
master  plan  for  coin  and  currency  circu- 
lation over  the  next  20  years.  The  bank- 
ers, who  fear  another  fiasco  like  the  re- 
vival of  the  $2  bill — which  no  one 
wants — say  their  contacts  with  retailers 
and  the  public  have  indicated  no  appre- 
ciable demand  for  the  new  $1  piece. 

Strangers  On  The  Farm 

Farmers  in  the  South,  Midwest  and 
West  are  starting  to  fret  about  what  they 
see  as  a  trend  toward  foreign  ownership 
of  U.S.  agricultural  acreage.  The  Gener- 
al Accounting  Office,  the  congressional 
watchdog,  has  taken  a  preliminary  look 
at  Georgia,  California,  Kansas,  Missouri 
and  Oklahoma  and  found  that  in  the 
counties  it  checked  as  much  as  6.3%  of 
the  farmland  was  foreign  owned.  The 
farmers  complain  that  the  newcomers 
are  bidding  up  the  price  of  farms,  thus 
contributing  to  higher  food  costs.  Who  is 
buying?  The  GAO  found  Hong  Kong 
Chinese,  Swiss,  West  Germans,  French, 
Dutch  and  Swedes,  among  others,  but, 
strikingly,  no  Arabs.  Herman  Talmadge, 
chairman  of  the  Senate  Agricultural 
Committee,  now  wants  the  GAO  to 
make  a  broader  follow-up  study  in  these 
and  additional  states. 


Fuel  For  The  Furor 


The  furor  over  property  taxes  should 
surprise  no  one  who  looks  at  the  figures. 
The  National  Association  of  Bealtors  says 
revenues  from  property  taxes  jumped 
from  $25.2  billion  in  1967  to  $60  billion 
last  year  and  have  grown  at  $5  billion  a 
year  since  1975.  More  than  80%  of  local 
revenues  came  from  taxes  on  property, 
the  study  showed,  and  a  sampling  in  20 
states  indicated  that  20%  of  all  property 
was  tax  exempt.  ■ 
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\bu  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 


would  Your  company 
Logo  Make  a  Great 
Looking  Holiday  or 
promotional  Tie? 

...  or  would  it  be  more 
appropriate  reproduced 
as  blazer  buttons,  crests, 
scarves,  umbrellas, 
polo  shirts,  trousers 
or  jackets9 

THINK  CHRISTMAS!  Call 
or  write  today  for  our  new 
brochure  illustrating 
these  possibilities. 
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If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address  on 
this  form  and  check  the  subscription 
you  prefer.  □  1  year  $21 .00  □  3  years 
$42.00  (the  equivalent  of  one  year 
free). 
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Pan-American  and  Caribbean  orders, 
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Follow-through 


Gabelli's  Orphans 

Mario  Gabclli  is  a  redheaded,  36-year- 
old  Wall  Street  broke) --analyst  who  skips 

rope,  drives  an  $8,000  diesel  ( ddsmobile 

and  dotes  on  stocks  bigger  brokers  ig- 
nore. A  year  ago  he  gave  Forbes  (July 
15,  1977)  a.  list  of  his  favorite  orphans  of 
the  ticker,  issues  he  considered  naturals 
for  his  "anti-index  fund."  Actually,  the 
fund  didn't  exist,  and  it  may  never,  but  it 
epitomized  Gabelli's  philosophy. 

The  anti-index  investor  who  put  mon- 
ey into  Gabelli's  1977  choices  would 
probably  have  emerged  a  believer.  Dur- 
ing the  past  year,  while  the  Dow  Jones 
industrials  (hopped  163  points  (then  re- 
covered more  that)  100  for  a  net  fall  of 
6%),  the  nine  stocks  on  Gabelli's  little 
list,  as  a  portfolio,  rose  more  than  75%. 
LIN  Broadcasting,  for  instance,  sold  at 
19  in  July  1977  and  this  summer  was 
around  37.  The  Outlet  Co.  went  from  19 
to  24.  Rex-Noreco,  the  small  mobile- 
home  dealer  that  Gabelli  rated  as  the 
"perfect  anti-index  hind  stock  rose  from 
3  to  10.  His  "asset  plays"  did  equally 
well.  VVrather  Corp.,  which  owns  such 
items  as  the  1 ,000-room  Disneyland  Ho- 
tel in  California  and  the  rights  to  Lassie, 
moved  from  6  to  12;  Cowles  Communi- 
cations, from  15  to  25. 

Gabelli  is  sure  he  has  a  sound  ap- 
proach. His  targets,  he  says,  are  "poten- 
tial stocks,  those  not  in  the  mainstream." 
His  method  is  to  spot  "small  but  domi- 
nant companies."  The  big  Wall  Street 
houses,  he  notes,  cannot  deal  efficiently 
with  such  stocks  because  they  generate 
comparatively  little  volume  and  thus 
negligible  revenues.  The  Gabelli  firm  is 
still  small — he  started  it  in  January  1977 
with  $600,000  squirreled  away  from  his 
earnings  at  such  big  houses  as  Loeb, 
Rhoades — but  Gabelli  notes  proudly  that 
its  capital  has  doubled  since  November 
1977  and  he  owns  tvvo-thirds  of  it.  (He 
still  draws  no  salary.)  Because  he  prefers 
research  ("I'm  a  lousy  salesman"),  the 
buying  and  selling  end  is  handled  by  two 
brokers  in  the  firm.  Gabelli  himself  takes 
only  discretionary  accounts. 

What  stocks  does  Gabelli  favor  now? 
One  of  his  "pockets  of  opportunity"  is 
Binney  &  Smith,  which  dominates  the 
crayon  market  with  its  Crayola  line.  That 
gets  the  nod  because  ol  the  expected 
growth  over  the  next  ten  years  in  the 
number  of  children  under  five,  a  natural 
market  for  crayons.  Others  on  his  1978 
list:  Houdaille  Industries  (pumps,  auto 
parts,  etc.),  Maremont  (shock  absorbers, 
exhaust  systems),  20th  Century-Fox, 
Burns  International  Security  Services 
and  Storer  Broadcasting. 


Maria  Gabelli  at  command  post 


Look  for  what  the  big  boys  overlook. 


Steel's  Fever  Chart 


"Is  the  U.S.  steel  industry  about  to  die.'' 
FORBES  asked  in  its  30th  Annual  Beport 
on  American  Industry  (Jan.  9).  "or  is  it 
on  the  verge  of  a  historic  turnaround?" 
Obviously,  steel  was  in  bad  shape  ("hor- 
rendous" was  Forbes'  word),  following 
60,000  layoffs,  boarded-up  plants, 
runaway  imports  and  the  lowest  profits 
of  any  major  industry.  Nonetheless,  the 
report  stated,  steel  would  survive  be- 
cause it  was  "the  foundation  of  the  U.S. 
industrial  economy,  and  the  President, 
the  Congress  and  the  public  knew  it. 

Since  that  time,  steelmakers  have  im- 
proved their  lot — second-quarter  results 
were  especially  rosy — but  six  months  on 
the  upswing  hardly  adds  up  to  any  "his- 
toric turnaround."  And  while  the  politi- 
cians did  react  to  the  plight  of  what 
Forbfs  called  "one  of  the  most  politi- 
cized of  industries,  no  one  is  sure  that 
their  remedies — "trigger  pricing  and 
international  jawboning — are  actually 
turning  steel  around. 

A  friendlier  political  climate  has  cer- 
tainly developed.  In  May  the  Treasury 
Department  switched  on  its  trigger- 
price  mechanism,  designed  to  set  off 
special    antidumping   action  whenever 
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steel-import  prices  dipped  below  preset 
levels.  The  initial  results,  however,  drew 
few  cheers.  Imports  surged  in  early  1978 
as  foreign  steelmakers  rushed  to  beat  the 
trip-wire  pricing  system.  In  May,  with 
the  triggers  working,  imports  fell  31% 
below  April's  tonnage  and  17%  below 
May  1977,  but  were  still  a  hefty  1.5 
million  tons. 

Steelmen,  while  granting  the  system 
increased  their  profitability,  had  expect- 
ed much  more.  The  June  results,  which 
showed  a  further  drop,  added  encourage- 
ment but  no  certainty.  Lewis  Foy,  chair- 
man of  Bethlehem  Steel  and  of  the 
American  Iron  &  Steel  Institute,  had 
commented  about  the  May  results  that  "it 
is  obvious  that  [trigger-pricing]  has  not 
been  effective  to  date."  The  June  num- 
bers he  found  a  "positive  sign"  but  he  still 
had  reservations.  Imports  for  the  first  half 
of  1978,  he  said,  were  at  "an  alltime 
high  If  they  stayed  at  the  June  level 
(1.36  million  tons),  he  added,  the  1978 
total  would  approach  last  year's  record — 
which  precipitated  the  steel  crisis. 

One  of  Wall  Street's  best-known  bears 
on  steel,  Joseph  C.  Wyman  of  Shearson 
Hayden  Stone,  has  made  a  cautious  reap- 
praisal and  now  thinks  long-term  invest- 
ment positions  again  look  feasible.  But 
others  are  still  wary.  Echoing  Foy,  First 
Boston  analyst  Peter  Anker  says  "condi- 
tions are  definitely  improving,"  but  steel 
is  "not  out  of  the  woods  yet."  Imports, 
Anker  says,  will  have  to  drop  below  1 
million  tons  a  month  and  stay  there 
through  1978  to  solve  the  problem  and 
"you  sure  don't  get  a  lot  of  confidence 
from  what's  happened  in  May  and  June." 

Dollars  Under  The  Dome 

Last  year  in  desperation,  Louisiana 
called  in  Hyatt's  hotel  experts  to  run  its 
$163-million  Superdome,  and  Forbes 
reported  (Dec.  1,  1977)  that  the  new 
manager,  arena  expert  Denzil  Skinner, 
had  vowed  to  cut  its  losses  in  half.  That 
was  no  small  order.  The  big  New  Or- 
leans arena  had  operating  losses  of  $5.5 
million  a  year,  plus  $10  million  in  annual 
interest  payments.  Skinner's  formula 
called  for  scrubbing  state-negotiated 
cost-plus  contracts  and  putting  big-name 
entertainment  under  the  dome.  Today,  a 
year  later,  he  has  trimmed  the  payroll  by 
200  names,  and  the  dome's  operating 
deficit  is  down  to  $2.5  million  a  year. 
(The  $10  million  interest  on  the  bonded 
debt,  of  course,  is  unchanged.)  Hyatt  s 
reward?  The  contract  gives  it  30%  of  the 
first  $1  million  saved  and  40%  of  the 
rest — almost  $900,000.  For  the  Super- 
dome,  not  profitable,  but  not  bad.  ■ 


Energy-saving  transportation  is 
a  part  of  Santa  Fe's  progressive 
operations  and  we  do  more — 


SantaFe  PROGRESS 


Energy-saving  transportation  and  energy-producing 
resources  are  progressive  operations  contributing  to 
the  strength  and  growth  of  the  Santa  Fe. 

Piggy-Back  rail  service  is  setting  all-time  records 
and  unit  trainloads  of  coal  are  increasing  in  number 
to  meet  the  needs  for  fuel-saving  methods  of 
transportation. 

Our  energy-producing  resources  group  is  pumping 
over  45,000  barrels  of  oil  a  day  and  over  400  million 
tons  of  coal  is  being  developed  in  New  Mexico. 

Santa  Fe  is  doing  all  of  this  plus  operating  a  busy 
truck  line,  pipelines,  lumber  production,  land 
development  and  construction. 

For  information  about  the  many  ways  we  can  serve  you,  write. 

SANTA  FE  INDUSTRIES,  INC. 

224  South  Michigan,  Chicago,  III.  60604  (312)  427-4900 
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6-84%* 

tax-free 

is  paid  by  the  Nuveen  Tax-Exempt 
Bond  Fund,  Series  110.  It  consists  of 
a  diversified  portfolio  of  20  munici- 
pal bonds  selected  by  Nuveen,  the 
largest  sole  sponsor  of  tax-free 
bond  funds  with  over  $2.5  billion 
outstanding.  Nuveen  has  been  spe- 
cializing in  municipal  bonds  since 
1898.  No  management  fee.  (This  is  a 
unit  trust,  not  a  mutual  fund.)  Re- 
deem yourshares wheneveryou  wish 
at  the  then  current  net  asset  value. 
For  more  information,  mail  the  cou- 
pon or — 

call  toll-free  (800)  221-4276 
except  in  New  York  State 
call  (212)  344-8300. 


nuveen 

tax-exempt  bond  fund 

61  Broadway 
New  York,  NY  10006 

Please  send  me  free  information, 
including  a  prospectus,  on  the 
Nuveen  Tax-Exempt  Bond  Fund, 
Series  110.  I  am  interested  in: 

I  automatic  re-investment  to  get 
the  benefits  of  tax-free  com- 
pounding. 

□  a  check  monthly,  quarterly  or 
semi-annually  as  I  choose. 


Name 


Address 


City  State  Zip 


Telephone       Home  Business 


Brokerage  Firm 


■  Name  of  Broker 

j  I  would  anticipate  an 

j  initial  investment  of  $  j 

For  more  complete  information 
I  about  the  Nuveen  Tax-Exempt 
I  Bond  Fund,  Series  110,  includ-  I 
I  ing  charges  and  expenses,  send  I 
I  for  a  prospectus  by  mailing  this  I 
I  coupon  or  telephoning.  Read  it  I 
j  carefully  before  you  invest  or  send  j 
|  money.  LMFOR  8-21-78  j 

■This  represents  the  net  annual  interest  Income, 
after  annual  expenses,  divided  by  the  public 
ottering  price  as  of  7/26/78.  It  varies  with 
changes  in  either  amount.  This  figure  is  based 
on  semi-annual  payments.  Interest  income  may 
be  subject  to  state  and  local  taxes. 


Readers  Say 


Inflation  Is  Real 

Sir:  The  statistician  who  wrote  your 
sarcastic  article  (June  26)  "Inflation 
Sweeps  America"  needs  to  get  out  from 
behind  his  desk  and  into  the  markets. 
You  do  not  have  to  be  an  economist  or 
even  bright  to  appreciate  the  alarming 
rate  of  inflation  recently. 

— Harrison  W.  Kirnbrell 
Mt.  Pleasant,  S.C. 


Import  Oil  Fee 

Sir:  Re  "Down  With  Dolt's  Dumb 
Bill"  (Fact  and  Comment,  July  24)  which 
takes  away  the  President  s  authority  to 
slap  fees  on  imported  oil.  Your  support  of 
a  fee  on  imported  oil  leaves  me  flabber- 
gasted. A  $5-a-barrel  tax  on  oil  imports 
would  save  an  [estimated]  400,000 
bbls/day,  or  an  annual  $3-billion  cut  in 
our  oil  bill.  However,  the  tax  would 
remove  over  $16  billion  a  year  from  the 
economy.  That's  a  rather  stiff  price  to  pay. 

— James  E.  Gentel 
Manager,  Government  Relations, 
Dow  Chemical  U.S.A. 
Washington,  D.C. 

Sir:  Would  there  be  any  need  for  Mr. 
Carter  to  impose  an  added  fee  if  Con- 
gress would  just  free  up  energy  prices? 

— R.  Bate 
Ho-Ho-Kus,  N.J. 

Forbes  has  long  advocated  decontrol 
of  oil  and  natural  gas  prices.  However,  a 
tax  on  imported  oil  would  still  be  in  the 
national  interest  because  it  would  help 
cut  down  imports.  As  for  the  increased 
revenues,  they  could  either  be  rebated  by 
a  cut  in  income  taxes  or  used  to  reduce  the 
federal  debt,  which  also  removes  money 
from  the  economy  via  increased  Treasury 
borrowings  and  inflation — MSF. 

Still  In  Contest 

Sir:  The  assertion  that  McDonnell 
Douglas  "has  quietly  dropped  out  of  the 
contest  to  build  the  next-generation 
commercial  jet"  (July  24)  is,  as  Mark 
Twain  once  observed  in  another  context, 
greatly  exaggerated.  We  are  deeply  and 
seriously  engaged  in  deciding  which  new 
jetliners  to  add  to  our  present  DC-9 
twin-jet  and  DC-10  tri-jet  lines. 

Just  half  a  year  ago  we  decided  to 
begin  production  of  the  DC-9  Super  80, 
which,  when  it  enters  airline  service  in 
1980,  will  be  the  largest,  most  fuel-effi- 
cient and  most  advanced  member  of  the 
DC-9  family.  Also,  we  are  now  offering 
to  airlines  a  short-field  version  of  the 
Super  80  as  well  as  an  all-freighter  ver- 
sion of  the  wide-body  DC-10. 

We  are  discussing  with  airlines  and 


seriously  considering  development  of 
the  DC-X-200,  a  twin -engine  and  small- 
er version  of  the  DC-10  tri-jet,  with  a 
capacity  of  about  220  passengers.  We  are 
also  exploring  with  foreign  manufactur- 
ers possible  collaborative  development 
of  an  advanced  technology  medium- 
range  (ATMR)  jetliner.  In  addition, 
stretched  versions  of  the  DC-10  are  be- 
ing discussed  with  prospective  buyers. 

Which  of  these  aircraft  we  might 
build,  and  when  we  might  introduce 
them,  will  depend  upon  a  number  of 
factors.  But  all  are  very  real  possibilities, 
and  any  one  of  them  would  be  in  effect  a 
next-generation  commercial  jet. 

— S.N.  McDonnell 
President  and  CEO, 
McDonnell  Douglas  Corp. 

St.  Louis,  Mo. 


That  Monstrosity 

Sir:  Re  your  editorial  about  my  at- 
tempts to  bring  down  that  monstrosity, 
the  Hart  Senate  Building  (Fact  and 
Comment,  July  10).  I  hope  your  plug 
helps  a  bit. 

— John  H.  Chafee 
United  States  Senate 
Washington,  D  C. 


On  Reducing  Amtrak 

Sir:  Re  "Either  Cut  Amtrak  Or  Dump 
Most  Of  It"  (Fact  and  Comment,  July 
10).  The  world's  worst  national  transpor- 
tation policy  put  the  passenger  train  in 
the  position  it  has  been  in  for  years. 

Why  aren't  you  advocating  that  the 
airlines  pick  up  a  sizable  chunk  of  the 
nearly  $2-billion-a-year  cost  of  the  air- 
ways control  system  instead  of  the  cur- 
rent wave  of  crazy  fare  reductions? 
Adriana  Cianturco,  director  of  the  Cali- 
fornia Department  of  Transportation, 
says  that  without  subsidies  a  round-trip 
air  ticket  from  coast  to  coast  would  cost 
$1,000,  indicating  we  have  rather  drasti- 
cally unbalanced  competition  in  the 
transportation  field. 

—Cleland  B.  Wijllie 
Ann  Arbor,  Mich. 

Sir:  Isn't  it  odd,  we  applaud  business- 
men for  eliminating  costly,  unproductive 
factories;  but  government  cannot  bring 
itself  to  follow  suit? 

By  eliminating  9,000  miles  of  service 
(33%),  Secretary  Brock  plans  to  save 
$118  million.  Why  doesn't  the  Secretary 
improve  upon  his  plan,  eliminating 
27,000  miles  of  service,  thus  saving  3  x 
$118  million,  or  $354  million.  This  would 
leave  him  with  a  terribly  successful  pro- 
gram by  government  standards,  a  budget 
of  $311  million  for  a  program  which  ac- 
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"With  any  equipment,  I  rate 

service*!.  That's  why 
we're  happy  with  our 

Kodak  copiers." 


Ed  Maskow 
I  Central  National  Bank 
of  Cleveland 

i  With  more  than  twenty- 
|five  years  of  experience 

Mr.  Maskow,  reprographics 
;  manager  at  Central 
I  National  Bank  of  Cleveland, 
j  has  seen  a  lot  of  copying 

equipment  come  and  go. 

He  can't  speak  too  strongly 
'about  service.  In  fact,  he 

rates  it  as  the  number-one 
|  factor.  It  doesn't  matter 
'  what  the  equipment  is.  If 

he  can't  get  service,  he'd 

rather  not  have  it. 

Yours  was  one  of  the  first 
banks  in  Cleveland  to 


get  a  Kodak  Ektaprint 
copier-duplicator. 

I  believe  so.  And  now  I've 
got  four  of  them  going 
full-blast.  Both  for  walk-up 
and  for  duplicating  jobs 
that  used  to  have  to  go 
offset.  As  a  matter  of  fact, 
the  copy  qualify  is  so  well 
received,  someday  we 
may  even  forget  about 
some  of  our  offset  capacity. 

So  you're  really 
depending  on  this 
Kodak  equipment. 

I  sure  am.  They  replaced  a 
real  mixed  bag  of  copiers, 
some  of  which  were  very 
hard  to  get  any  service  for 
at  all.  Going  with  Kodak 
copiers  has  been  a  good 
move.  I  have  nothing 
but  good  response  from 
all,  including  my  top 
management. 

Of  course,  machines 
do  break  down.  How 
do  you  find  Kodak's 
response  when  you 
do  need  help? 

It's  been  tremendous.  The 
Kodak  service  representa- 
tive always  shows  up  fast. 
Does  his  job  fast.  And  does 


it  right.  And  the  proof  is,  our 
uptime  on  these  Kodak 
copiers  is  running  95%  and 
maybe  better. 

To  Central  Bank— as  to 
many  other  customers  — 
Kodak  service  plus  Kodak 
quality  and  built-in  service- 
ability add  up  to  one  thing: 
more  predictable  perfor- 
mance. And  what  makes 
it  work—  month  after 
month,  year  after  year- 
is  the  Kodak  service  team. 
By  training  and  design, 
they  have  just  one  respon- 
sibility: making  sure  Kodak 
equipment  works  the  way 
it's  supposed  to. 

For  more  details  drop  us 
a  line.  Eastman  Kodak 
Company,  Customer 
Equipment  Services  Division, 
Dept.  K808,  Rochester, 
New  York  14650. 


Kodak  service 
pays  off  in 

performance. 

©Eastman  Kodak  Company.  1978 
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NAR  SERVES 
TWO  STRONG  MARKETS 

OIL  AND  GAS  DIVISION 

This  division  finds  and  develops 
new  domestic  oil  and  gas  for 
the  nation's  energy  needs. 

WHELAND  FOUNDRY  DIVISION 

More  than  half  of  the  American 
built  cars  on  the  road  today 
have  one  or  more  castings 
produced  by  Wheland. 

NORTH  AMERICAN  ROYALTIES,  INC. 

200  East  Eighth  Street,  Chattanooga,  Tennessee  37402 
Listed  American  and  Pacific  Coast  Stock  Exchanges  (Symbol:  NAR) 


OPERATING  COSTS 
IN  FAIRFAX  COUNTY, 

VIRGINIA  ARE 
ENOUGH  TO  MAKE 

A  COMPTROLLER'S 
HEART  SING. 

The  Fantus  Company  has  Fairfax  County  location  for  Fairfax  County  location  are 

completed  astudv  comparing  your  office  could  save  you  al-  another  story.  We'd  be  happy 

operating  costs  for  a  simulat-  most  $95,000  over  Atlanta,  to  send  it  to  you  today.  F-2 

ed  office  operation  in  Atlanta,  $396,000  over  Chicago  and 

Chicago.Washington,  D.C.,  $226,000  over  downtown  W'  T'"'  - 

and  Fairfax  County, Virginia  Washington.  company  

(just  twenty  minutes  from        The  social,  cultural  and 

Capitol  Hill).  In  one  year,  a  political  advantages  of  a  Address  

FAIRFAX  COUNTY,  VIRGINIA. 


^IIS  MAY  BE  THE  BIST  PLACE  IN  AMERICA  FOR  BUSINESS  TO  WORK.  

Inquire  in  confidence  to:  Mr.  David  Edwards,  Executive  Director,  Fairfax  County  Economic  Development 
ority,  8330 Old  Courthouse  Road.  Suite 800,  Tysons  Comer,  Vienna.  Virginia  22180 Phone  (703)  790-0600 
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Readers  Say 


complishes  nothing  and  serves  nobody. 

Amtrak  doesn't  work,  never  worked, 
will  never  work.  It  should  be  abandoned 
completely. 

— Michael  E.  Nolan 
Lincoln,  Neb. 

Photogenic  Boss 

SIR:  We  certainly  agree  with  your  edi- 
torial "The  Boss  Should  Put  His  Puss  In 
The  Ads — Sometimes"  (Fact  and  Com- 
ment, July  10).  We  have  been  putting 
our  "bosses'  "  pusses  in  a  number  of  ads 
for  years.  Below  is  [a  portion  of]  one  with 
Chairman  Gilbert  Richards. 

—Paul  O.  Sichert 
Assistant  to  the  Chairman, 
Public  Affairs, 
The  Budd  Co. 
Troy,  Mich. 


Antique  Restraints? 

Sir:  Re  your  recent  article  on  Chro- 
malloy  American  ("Mishmash,  Inc.. 
June  26).  When  asked  in  the  late  Sixties 
about  the  paradox  of  Chromalloy,  a  met- 
allurgical firm,  purchasing  a  textile  mill, 
my  father  responded,  "What's  paradox- 
ical about  a  business  making  money? 
You  imply  that  a  pristine  and  monolithic- 
approach  to  business  is  superior  to  my 
father's  variegated,  conglomerate  ap- 
proach. However,  the  good  business  in- 
stincts of  an  entrepreneur  like  my  father 
should  not  have  been  stifled  or  the  estab- 
lishment of  the  20,000  or  so  jobs  which 
he  created  should  not  have  been  jeopar- 
dized by  the  antique  philosophic  re- 
straints which  you  would  now  posthu- 
mously impose. 

Insofar  as  the  Securities  &  Exchange 
Commission  complaint  is  concerned,  my 
father  signed  an  injunction  against  trad- 
ing practices  which  were  not  illegal 
when  the  events  you  described  took 
place.  He  signed  this  injunction  to  pro- 
tect his  stockholders  from  the  possibility 
of  continued  bad  publicity. 

— William  H.  Friedman.  M  D. 

St.  Louis,  Mo. 
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These  famous  symbols  all  have  something  in  common 


Gerber, 


They  stand  for  companies 
that  combined  are  smaller  than  the  company 
this  famous  symbol  stands  for. 


That's  right,  combined. 


Greyhound  Corporation  is 
a  lot  of  things  that  might 
surprise  you. 

Like  big.  Based  on  revenues, 
Fortune  lists  Greyhound  as  the 
53rd  largest  U.S.  industrial,  with 
1977  sales  of  over  $3.8  billion. 

And  diversified.  Greyhound's 
activities  run  from  transpor- 
tation to  food  to  soap  to 
computer  leasing  to  restaurants 
to  display  contracting  to 
jet  fueling  systems  at 
major  airports  and  more. 

And  we're  not  just  in  these 
businesses;  Greyhound's  the 
front-runner  in  most  of  them. 

Greyhound  is  the  number 
one  transportation  company 
on  earth  ...or  in  the  sky.  In  1977, 
we  carried  22  million  more 
people  than  United  Airlines, 
America's  largest  airline. 

Greyhound's  Armour  is 
America's  leading  producer  of 


bacon  and  the  second  leading 
seller  of  hot  dogs  in  the  U.S. 

Greyhound's  Dial  is  the 
number  one  selling  soap  in 
America.  And,  together  with  our 
Tone  brand,  our  two  soaps  have 
a  larger  dollar  share  of  market 
than  any  two  brands  sold  by 
Lever,  Colgate-Palmolive, 
Procter  &  Gamble  or 
anybody  else. 

Greyhound  is  also  a  leading 
lessor  of  transportation  equip- 
ment in  the  U.S.  —  in  fact, 
we  own  more  jets  than  some 
airlines.  And  we  operate  the 
premier  group  of  display 
companies  in  the  entire  country, 
Greyhound  Exhibitgroup. 

In  short,  Greyhound  isn't  just 
"the  bus  company"  anymore, 
it's  "the  omnibus  company" — a 
growing  corporation  serving  the 
needs  of  today's  consumer 
in  many  different  ways. 


Greyhound  Corporation 

The  omnibus  company. 


The  symbols  represented  here  are  registered  trademarks  of  their  respective  companies. 


Some  of  the  best 
coal  in  America  is 
found  in  seams 
only  30  inches  high. 

To  get  it  out, 
we  created  a  machine 
only  23  inches  high. 

Low  sulfur  coal  is  found  in  thin  under- 
ground seams,  often  only  30  inches  from  top 
to  bottom. 

With  the  growing  requirement  for  mining 
this  thin  coal,  Ingersoll-Rand  has  developed 
lower  machines  to  make  these  operations  eco- 
nomical. These  include  our  S&S  haulage  vehi- 
cles, Lee-Norse  continuous  miners  and  roof 
bolters. 

A  new  mining  concept  that  works. 

Designers,  engineers  and  marketing  people 
from  Ingersoll-Rand's  S&S  Subsidiary  developed 


nelping  mine  hundreds  of  millions  of  tons 
annually. 


Last  year, 
Ingersoll-Rand's 
worldwide  sales  of  industrial 
hery  and  related  products  grew  to  over 
lion. 

fiover  the  many  ways  we  improve  productivity 
ing  for  our  Annual  Report  or  product  literature 
Rand  Company,  Dept.  928,  Wood  cliff  Lake, 
[jersey  07675. 

here  innovative  engineering, 
ftial  equipment  and  energy 
li  p  to  growth. 


Ingersoll- Rand 
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The  Swiss  Hank  Corporation  Keys, 
.ve  opened  financial  doors  throughout  the  world 


1  ne  7>\viss  naiiK  1  oi^orauon  i\eys. 

Iliey  have  opened  financial  doors  thronifhont  the  world 

since  1872. 


SWISS  BANK  CORPORATION 


lain  Office  U.S.A.:  Now  York  Branch  Offices:  Chicago  and  San  Francisco  Agency:  Atlanta 
Representative  Offices:  Los  Angeles  and  Houston 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


HOW  BLUMENTHAL  SURVIVES  IS  BEYOND  ME 


Whenever  Treasury  Secretary  Mike  Blumenthal  makes 
sense — which  hasn't  been  as  often  as  those  who  knew  him 
when  he  headed  Bendix  might  have  hoped — the  White 
House  Inside  Peanuts  deny  that  he's  speaking  for  the  Big 
Peanut  himself. 

Blumenthal  s  latest  effort,  aimed  at  salvaging  some  of  the 
Carter  Tax  abortion,  indicated  that  the  President  would 
accept  some  compromise  on  his  opposition  to  any  reduction 
in  the  rate  of  capital  gains  taxation. 

Since  the  Congress  has  more  sense  of  the  general  public's 
feeling  on  this  subject  than  the  President  does,  some  reduction 
in  the  capital  gains  tax  seems  certain  of  passage.  It  s  a  prime 


means  of  encouraging  capital  spending  (capital  investment) 
that  has  been  lacking  in  the  current  prosperity  sparked  princi- 
pally by  consumer  spending. 

Saiil  Press  Secretan  lWell,  "The  President  has  authorized 
no  one  to  commit  him  to  any  sort  of  compromise  or  agreement 
in  this  area. " 

Poor  Mike. 

Titularly,  he's  the  Administration's  Chief  Financial  Officer. 

But  while  lies  got  the  title,  Stuart  Ki/enstat  increasingly 
seems  to  have  The  Ear.  With  the  Treasury  Secretary's  status 
in  the  Administration  as  well  as  in  the  business  community 
dubious,  where  does  that  leave  the  man? 


NEXT  THING  YOU  KNOW,  ENVIRONMENTALISTS  WILL  BE  SUING 

the  utilities  that  erase  to  heat  their  discharged  water,  that  don't  be  harmful.  At  huge  expense,  elaborate  systems  to  cool  off  the 

build  projected  plants  because  of  protests  about  what  hot  water  stuff  were  called  for. 

would  do  to  marine  life.  Now,  scientists  and  the  fish  and  seafood  industries  are 

You  may  recall  that  this  problem  was  one  of  the  major  discovering  that  fish  love  warmer  water,  love  more  and  thus 

complaints  against  present  and  planned  energy  plants.  The  multiply  more  in  warmer  water, 

voluminous  amount  of  water  used  to  cool  the  facilities  and  then  One  of  these  days — perhaps — the  Vociferous  BANners  may 

run  back  at  higher  temperatures  into  the  river  was  supposed  to  try  verifying  their  premises  before  lobbying  them  into  law. 

MAYBE  THEY'RE  NOT  SO  NUTTY  IN  NEBRASKA 

reality,  and  the  state  has  been  joined  by  a  dozen  others  in 
setting  up  the  National  Gasohol  Commission  to  promote  the 
fuel.  Some  20  or  more  service  stations  in  Indiana,  Illinois  and 
Iowa  are  expected  to  sell  gasohol  this  summer 

Since  alcohol  can  be  made  from  giains  or  com  stalks,  from 
wood  or  wood  waste,  from  coal  or  from  garbage,  and  since 
gasohol  will  work  in  today  s  cars  with  negligible  if  any  engine 
changes,  the  whole  idea  certainly  seems  well  worth  some  real 

follow-through. 

It  can  be  financed  by  paying  a  realistic  price  for  gas,  and 
horn  some  of  the  $l>illions  saved  l>\  importing  less  from  OPEC. 


The  Cornhuskers  are  hard  at  work  on  a  way  to  solve  two 
problems  with  one  solution— a  fuel  solution  of  10%  alcohol  and 
90%  gasoline.  The  alcohol  comes  from  grain  (ethanol),  of  which 
these  days  Nebraska  (as  do  other  grain-growing  states)  has  a 
huge  surplus.  In  cars,  this  "gasohol''  works  as  well  or  better 
than  the  straight  stuff  Nebraska  plans  a  5-eent-pei  -gallon  tax 
credit  for  each  gallon  of  the  fuel  used,  which,  with  a  hoped-for 
exemption  from  the  federal  tax  of  4  cents  a  gallon,  would  make 
it  price  competitive. 

Nebraska  is  now  trying  to  get  either  a  private  company  or 
the  Feds  to  build  a  refinery  to  turn  this  corny  notion  into  a 
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PASSING  THOUGHTS 

It's  sometimes  jolting  to  be  reminded  that  while  one's 
outlook  may  seem  unchanged  as  the  years  rush  by,  our  appear- 
ance apparently  does. 

Earlier  this  year  I  stopped  by  to  see  a  show  at  the  Whitney 
Museum  of  American  Art  and  a  very  attractive  young  lady  was 
selling  the  $1.50  admission  tickets.  As  I  handed  over  the 
money,  she  gave  me  a  quick  once-over,  and  with  quizzical 
kindness  said,  "You  know,  if  you're  over  62,  admission  is  free.  " 

Gee,  I  was  only  57 — then.  It  doesn't  seem  that  mariy  years 
ago  that  my  friends  and  I  were  still  trying  to  get  into  Saturday 
movies  at  half  price,  claiming  we  were  still  under  12. 


ON  A  58th  BIRTHDAY 

Recently,  we  attended  a  great  .50th  birthday  party  for  one  a 
our  young  friends.  His  wife  had  composed  a  delightful  Ode  tc 
what  the  guy  obviously  considered  a  somewhat  odious  mile 
stone.  One  verse  went: 

"It's  not  all  over — fifty's  fun 
Toupees  are  cheap — your  wife's  no  nun 
We'll  patch  you  up — we'll  light  your  fire 
We'll  give  you  all  your  heart's  desire 
So  here's  my  toast  on  this  big  day 
We've  just  begun  to  love  and  play!" 
My  sentiments  exactly. 


AND,  NOW,  I  AGREE  WITH  MY  FATHER 


Recently,  an  Ohio  subscriber  sent  us  an  article  by  my  father 
that  had  appeared  in  the  June  1921  issue  of  Physical  Culture 
entitled  "Your  Most  Productive  Time  of  Life — What  Is  It?" 
Dad,  who  died  at  74  in  1954,  was  41  when  he  wrote: 

"If  I  were  pinned  down  to  name  which  decade  is 
commonly  the  most  productive  in  a  man's  life,  I 


would  name  not  the  traditional  period  from  40  to 
50,  but  the  period  either  from  50  to  60  or  from  55 
to  65,  with  an  inclination  to  lean  toward  the 
latter." 

When  I  was  41,  I  would  not  have  agreed  with  B.C.  Forbes, 
Now,  for  some  strange  reason,  I  do. 


TWO  ADS:  ONE  INTRIGUING,  ONE  A  TOTAL  TURNOFF 


EVEN  THE  GOLQUR  OF 
THE  LABEL  SEPARATES 
CUTTY  SARK 
FROM  THE  REST. 

In  a  world  of  Scotches  with  red.  white  and 
black  label*,  the  bold  yellow  employed  by  Cutty 
SarK  stands  alone. 

irse,  the  Scots  Whisky  inside  the  bottle 
has  equally  singular  qualities  Its  dis- 
tinctive smoothmss.  for  instance. 
This  is  a  Result  of  a  delicate  approach 
tt  p  to  blending  used  by  few.  if  any,  other 
'i 5S>t.l  Scotches. 

A»  .  cT»  Like  all  good  Scotch,  the  whiskies 
JZzis.7ZL.-z*.  in  the  Cutty  Sank  blend  are  aged  in 
separate  oaken  casks.  When  they  reach  the 
peak  of  maturity,  they  are  blended  togfrher 
Even  then  they  are  not  bottled,  but  returned 
to  cask  to  "marry"  for  up  to  a  year  and  a  half 
longer  And  this  contributes  to  Cutty  SarkV  un- 
usually well-rounded  taste 

One  sip  and  you  wilt  discover,  as  Millions 
have,  that  Cutty  Sark  Scots  Whisky,  like  .Is  label, 
is  trulv  an  original 


What  advertising  durn-dum  signed 
up  Hie  Nastase  to  sell  a  Resort?!  Even 
the  photograph  conveys  his  smirking 
demeanor.  Every  TV  tennis  viewer  gets 
outraged  by  his  super  bad  manners, 
obscene  gestures  and  poor  sportsman- 
ship. Who'd  want  to  go  where  he's  at? 

In  the  liquor  arena,  which  has  some 
of  advertising's  brightest  campaigns, 
this  one  by  Cutty  Sark  is  a  standout. 
That  yellow  page  stops  em,  and  the 
copy  sells  em. 


READING  SUGGESTIONS— WITH  SAMPLINGS 

Metropolitan  Life — by  Fran  Lebowitz 
This  attractive  young  Ms.  writes  of  today's  City  Scene  with  a     in  order  to  get  from  your  apartment  into  a  taxicab.  .  .  .  In  Xew 
deft,  sourpussed  wit  that  would  have  done  H.L.  Mencken     York  it's  not  whether  you  win  or  lose — it's  how  you  lay  the\ 
proud.  (E.P.Dutton.  $8.50)  blame.  .  .  .  If  people  don't  want  to  listen  to  you,  what  makes 

Excerpts:  To  me  the  outdoors  is  what  you  must  pass  through     you  think  they  want  to  hear  from  your  sweater? 

On  Becoming  American — by  Ted  Morgan 
Writer  Sanche  de  Gramont  dropped  a  prestigious  French     adhere  to  the  Protestant  work  ethic  and  the  old  frontier  values' 


family  moniker  to  become  American  citizen  Ted  Morgan,  a 
name  anagram med  from  the  dropped  one.  Under  any  name 
and  on  any  subject,  his  writing's  brilliant  and,  in  this  somewhat 
disjointed  volume,  he  persuades  readers  that  Americans  most- 
ly don't  have  a  clue  as  to  how  really  well  off  they  are. 
(Houghton  Mifflin  Co.,  $10.95) 

Excerpt:  The  illegals  seem  to  be  the  only  ones  left  who 


of  self-reliance  and  personal  hardiness.  Who  will  make  the 
better  American,  the  college  dropout  who  lives  on  unemploy- 
ment benefits,  or  the  Mexican  who  takes  a  job  stripping  paint 
at  SI. 35  an  hour  and  goes  to  welding  school  at  night?  I 
continue  to  believe  in  this  country's  ability  to  absorb  large 
numbers  of  netv  arrivals,  and  to  carry  out  the  mysterious' 
process  of  their  Americanization. 


Scribble  Scribble — by  Nora  Ephron 


Subtitled  "Notes  on  the  Media  — what  notes!  Nora  Ephron 
wields  a  wicked  scalpel  on  some  media  Mighty.  When  she  puts 
her  pen  to  it,  she  devastates  and — on  rare  occasions — elevates. 
(Alfred  A.  Knopf,  $7.95) 
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Excerpt:  Anyone  who  has  ever  done  interviews  knows  how 
easy  it  is  to  make  an  interview  subject  sound  foolish  by  quoting 
his  casual  conversation  ivith  a  waiter,  or  by  asking  him  asinine 
(/uestions.  ' 
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The  Photographic  Eye  of  Ben  Shahn 

— edited  by  Davis  Pratt 
We  tend  to  think  of  Ben  Shahn  as  an  artist  whose  unique 
style  often  packed  a  political  wallop.  But  as  this  volume  shows, 
he  had  a  first-rate  photographic  eye.  (Harvard  University 
Press,  $15) 

The  Tertoilligers,  Ozark  Family.  Arkansas,  1935 — Fogg  Art  Museum 
If  Life  Is  a  Bowl  of  Cherries-What  Am  I 

In  this  successor  to  The  Grass  Is  Always  Greener  Over  the 
Septic  Tank.  Erma  Bombeeks  away  at  home-running  mother- 
hood with  such  linty,  wry  observations  that  every  mother  of 
little  hoods  can  identify  with  most  every  episode.  (MeGraw- 

Scavullo  on  Men — by 

Scavullo  is  justly  renowned  for  revealingly  photographing 
faces  of  the  cafe-famed.  Far  more  interesting  in  this  volume, 
though,  are  the  even  more  revealing  answers  given  by  his 
subjects  to  his  psyche-probing  (i.e.,  pretty  damn  fresh)  ques- 
tions. (Bandom  House,  $15) 

Excerpt: — Interview  of  chairman  and  president  of  Norton 

NEVER  DENIGRATE 

what  you  should  appreciate. 


Doing  in  the  Pits? — by  Erma  Bombeck 
Hill  Book  Co.,  $7.95) 

Excerpt:  My  son  was  telling  me  in  complete  detail  about  a 
movie  he  had  just  seen,  punctuated  hit  three  thousand  "You 
know's?"  My  teeth  were  falling  asleep. 
Francesco  Scavullo 

Simon  Inc.,  David  Mahoney:  A  British  friend  of  mine  told  me. 
"When  we're  having  difficulty  with  the  employees-  they  pound 
on  my  car  and  say.  You  should  /'<  driving  a  Volkswagen  like 
me.  But  in  your  country  when  somebody  drives  out  in  a 
Cadillac  they  pound  on  it  and  say.  7  should  he  driving  one  of 
those,  too.'  "  There's  a  significant  difference. 

MANY  MAY  KNOW  LITTLE 

but  most  sense  much. 


YOU  SCRATCH  MY  BACK,  I'LL  SCRATCH  YOURS 

By  M.S.  FORBES  Jr. 


The  legal  profession  has  come  un- 
der heavy  attack  in  the  aftermath  of 
Watergate,  but  that  pressure  appar- 
ently hasn't  diminished  lawyers'  in- 
stinct lor  mutual  protection — at  the 
expense  of  the  public. 

Early  this  year,  several  property 
and  casualty  companies  ran  advertise- 
ments that  sought  to  tell  the  public 
why  insurance  premiums  for  so  many 
lines  of  business  had  skyrocketed  or 
why  insurance  had  become  unavail- 
able to  many. 

In  two  forceful  ads,  Aetna  Life  & 
Casualty  pointed  out  that  awards  must 
eventually  come  out  of  all  our  pockets. 

Not  surprisingly,  contingency-fee 
lawyers,  the  so-called  "ambulance 
chasers,  were  horrified.  After  all,  if 
jurors  realized  who  ends  up  paying 
for  their  awards,  they  might  not  be 
quite  so  generous  in  making  them, 
and  that  would  mean  less  in  the  way 
of  juicy  legal  fees.  As  a  result,  many  of 
these  litigators  are  advocating  that 
Aetna-like  ads  be  prohibited  by  the 
courts.  Their  justification?  That  these 
and  similar  messages  are  a  form  of 
jury  tampering,  a  threat  to  a  plain- 
tiff 's  right  to  a  fair  trial. 

You  would  think  that  such  a  trans- 
parent ploy  would  be  laughed  out  of 
court — until  you  realize  that  judges 
are  lawyers,  too. 

In  a  preliminary  hearing,  a  New 
York  State   Supreme  Court  justice 


found  that  Aetna's  advertising  may 
indeed  tamper  with  prospective  ju- 
rors. In  his  eyes,  ignorance  is  equated 
w  ith  justice. 

Alas,  the  Aetna  case  is  not  an 
isolated  instance  of  lawyers  tenden- 
cy to  protect  one  another.  Another 
example  was  the  Supreme  Court  s 
decision  this  year  to  extend  judges' 
immunity  from  personal  damage 
suits.  At  a  time  when  courts  are 
stripping  traditional  immunities  of 
politicos,  business  executives  and 
government  agencies  from  various 
types  of  lawsuits,  the  Justices  ruled 
that  a  judge  can  act  maliciousl) . 
commit  serious  procedural  errors, 
exceed  his  authority  and  yet  still 
retain  immunity  from  damage  suits. 

How,  then,  does  one  make  judges 
more  accountable  without  seriously 
undermining  their  independence0 

One  can  only  hope  that  tin  legal 
profession  will  tackle  the  problem  ef- 
fectively before  public  opinion  ic- 
sponds  with  what  would  inevitabl)  be 
a  crude,  ov  erkill  solution. 

PROPHETS  BEWARE 

The  prestigious  Swiss-based  Bank 
of  International  Settlements  has  is- 
sued a  somber  warning  that  the  im- 
pressive economic  growth  rates  of  the 
post-World-War-II  era  may  be  a 
thing  of  the  past,  that  "even  with  the 
best  combination  of  luck  and  wise 


policies,  the  Western  industrial  world 
won't  be  able  to  return  to  the  growth 
path  that  prevailed  until  1973." 

The  equally  prestigious  Organiza- 
tion for  Economic  Cooperation  &  De- 
velopment is  predicting  that  the  "em- 
ployment-displacing effects  of  auto- 
mation antic  ipated  for  the  1950s  are 
now  beginning  to  arrive  on  a  serious 
scale  in  the  1970s."  Which  would 
mean  that  the  U.S.  and  Europe  will 
be  saddled  with  high  unemployment 
for  the  foreseeable  future. 

To  get  a  better  perspective  on  such 
dire  warnings,  one  need  only  read 
some  of  the  prophesies  made  by  major 
figures  during  the  depressed  1930s. 

The  most  eminent  economist  ol  the 
day,  Alvin  Hansen,  believed  that  "the 
great  era  of  growth  and  expansion  that 
characterized  the  19th  century"  was 
over,  in  part  because  of  "institutional- 
ized impediments  to  new  invest- 
ments, "such  as  the  growing  power  of 
trade  unions  and  trade  associations." 

President  Roosevelt  concluded: 
"We  need  a  reappraisal  of  v  alues.  Our 
task  is  hot  necessarily  producing 
more  goods.  It  is  the  less  dramatic 
business  of  administering  resources 
and  plants  already  in  hand  .  .  .  ." 

As  a  FORBES  article  (July  10)  on 
prophesies  made  by  the  late  David 
Sarnoffin  1956  put  it,  "When  you  get 
the  urge  to  predict  the  future,  better 
lie  down  til  the  feeling  goes  away. 


I  FORBES,  AUGUST  21,  1978 
I 


23 


Other  Comments 


Often  comments  by  others  stimulate,  irritate,  abuse  or  amuse  this  editor's  mind. — MSF 


Power  Seekers  in  Welfare 

The  welfare  system  undeniably  re- 
duced suffering,  but  it  also  disrupted 
family  life,  enlarged  the  ranks  of  the 
structurally  unemployed  and  the  unem- 
ployable, and  created  an  elephantine  bu- 
reaucracy that  has  a  stake  in  the  perpet- 
uation of  the  cumbersome  apparatus  it 
maintains  and  is  maintained  by. 

— Richard  Rovere,  The  New  Yorker 

What  kind  of  love  is  available  to  the 
needy?  Only  the  social  servant's  love  of 
power.  Mr.  Glasser,  as  is  only  proper  for 
a  director  of  the  Civil  Liberties  Union, 
argues  that,  because  they  are  not  a  part 
of  formal  government,  social-services 
workers  have  come  to  consider  them- 
selves as  exempted  from  the  limitations 
laid  down  in  the  Bill  of  Rights.  He  cites 
the  aggressiveness  of  power,  even  be- 
nevolent power,  "its  endlessly  propul- 
sive tendency  to  expand  itself  beyond 
legitimate  boundaries." 

— NY  Times'  Anatole  Broyard 
reviewing  Doing  Good 

Private  Acts  of  Goodwill 

Combating  hunger  is  not  the  simple, 
kind  deed  of  sharing  with  a  neighbor  or 
an  occasional  stranger  in  town.  It  has 
become  rather  one  of  building  public 
institutions,  designing  programs  to  aid 
nameless  and  distant  ones  in  need.  The 
participation  of  most  of  us  is  limited  to 
the  act  of  paying  taxes.  In  fact,  we  re- 
quest and  get  less  information  from  gov- 
ernment welfare  programs  which  we 
support  than  from  corporations  in  which 
we  may  happen  to  own  shares. 

In  a  rough  sense,  government  is  a 
wholesaler  of  organized  goodness.  But 
some  problems  can  no  more  be  solved  by 
majority  opinion  than  can  a  problem  in 
higher  mathematics.  Moreover,  it  is 
widely  agreed  that  the  increased  share  of 
national  income  going  to  public  treasur- 
ies has  not  been  matched  by  a  propor- 
tional increase  in  the  value  of  services 
provided  by  government.  All  this  means 
that  efforts  directed  to  individuals,  fo- 
cused on  special  problems  and  smaller 
groups — in  a  sense,  retailing  the  works 
of  goodwill — remain  the  special  mission 
of  private  organizations  and  of  individ- 
uals on  their  own. 

— Gabriel  Hauge,  chairman  of  the  board, 
Manufacturers  Hanover  Trust  Co. 

Vigorous  Europeans 

Americans,  who  never  walk  if  they  can 
ride,  consider  the  Indians  famous  hikers, 
but  I  doubt  that  they  would  seem  so 


good  beside  our  better  European  march- 
ing men.  I  believe  that  on  this  point,  as 
on  so  many  others,  the  supposed  superi- 
ority of  the  Indians  is  only  by  comparison 
to  the  Americans,  and  would  vanish  if 
they  were  measured  against  Europeans, 
who  are,  if  seems  to  me,  if  not  stronger 
at  least  more  vigorous,  active  and  enter- 
prising than  the  Americans.  Their  lon- 
gevity is  about  the  same  as  the  Ameri- 
cans' and  some  that  we  have  seen  were 
quite  old.  Moreover,  they  suffer  all  our 
diseases  and  afflictions  and  have  differ- 
ent ways  of  treating  them.  I  have  been 
assured  that  they  cure  all  sorts  of  venere- 
al disease  radically  and  quickly  with 
plants.  No  one  could  tell  me  which 
plants.  — Louis-Philippe, 

King  of  France  1830-1848, 
Diary  of  My  Travels  in  America 

Carter  as  a  Taxpayer 

Carter  took  every  possible  deduction, 
including  some  for  business  items  he  has 
attacked  in  his  diatribes  against  the 
three-martini  business  lunch.  He  de- 
ducted as  business  expenses  $413  for 
meals  (which  would  be  halved  under  his 
proposed  reform),  $941  for  gifts  and  $18 
for  flowers.  He  attached  form  3903 
claiming  $215  to  move  "household  goods 
and  personal  effects'  from  Plains  to  the 
White  House.  And  Carter  deducted 
$38,551  as  charitable  contributions,  in- 
cluding a  $25,000  gift  to  offset  the  royal- 
ties from  his  autobiography.  — Newsweek 

Do  Your  Sleeping  Later 

Every  one  of  us  is  born  with  the  capac- 
ity to  feel,  but  in  all  too  many  of  us  this 
capacity  slowly  atrophies  as  life  ad- 
vances. In  an  Easter  sermon  John  Donne 


"He  has  just  written 
The  Great  American  Novel." 

Punch    de  la  Nougerede 


said:  "All  our  life  is  but  a  going  out  to  the 
place  of  execution,  to  death.  Was  there 
ever  any  man  seen  to  sleep  in  the  cart 
.  .  .  between  the  prison  and  the  place  of 
execution?  [Yet]  we  sleep  all  the  way, 
from  the  womb  to  the  grave  we  are  never 
thoroughly  awake." 

— J.  Irwin  Miller, 
chairman  of  executive  committee, 
Cummins  Engine  Co. 


The  measure  of  a  civilization 
is  the  degree  of  its  obedi- 
ence to  the  unenforceable. 

— Lord  Moulton  of  Bank,  English  jurist 


Definitions 

Aplomb:  an  upright  fruit.  Truculent: 
an  aggressive  trucker.  Violate:  a  plucked 
flower.  —Bill  Maltz 

How  To  Fill  Mental  Cavities 

Enemies  of  a  Free  Press 

A  lot  is  being  written  to  convince  peo- 
ple that  the  greatest  threat  to  freedom  of 
the  press  in  America  is  the  Supreme 
Court's  decision  allowing  law  enforce- 
ment agencies  to  search  newspaper  files 
without  a  warrant.  That  is  not  true.  The 
greatest  threat  to  the  press  is  the  people 
who  now  own  it — and  their  accountants. 
When  the  cops  do  break  into  most 
American  newsrooms,  they're  not  going 
to  find  much  more  than  wedding  an- 
nouncements and  PTA  bulletins. 

— Richard  Reeves,  Esquire 

Mellons  CouloVve  Been  Rich 

Together  with  A  W.  [Andrew  W.  Mel- 
lon], R.B.  [Richard  Beaty  Mellon]  and  a 
few  others,  Matthew  Mellon  bought  a 
huge  area  of  wilds  near  what  today  is 
Cape  Canaveral,  Fla. ,  for  private  hunts 
in  a  (previously)  unspoiled  preserve.* 
*Matthew  chuckled  when  he  related  a 
recent  conversation  with  a  Florida  "lo- 
cal." The  Floridian  had  told  him  that  if 
his  family  had  kept  their  Cape  Canaveral 
holdings,  "you'd  all  be  rich  today!" 

— David  E.  Koskoff,  The  Mellons 

A  Sure  Thing 

Just  before  his  death  [Heinrich  Heine] 
said  to  Mathilde,  who  was  praying  fer- 
vently at  his  bedside:  "Calm  yourself, 
my  child.  God  will  forgive  me;  after  all, 
it's  his  metier!"  — Horizon 
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The  best  of  two  worlds. 


)r,  the  reasons  for  record  performance  at  White  Consolidated. 


!  At  White  Consolidated  Industries 
|  serve  two  different  worlds, 
j  One  is  consumer  products  for  the 
[  me.  Fact  is,  we're  the  nation's  third 
I  gest  manufacturer  of  major  home 
pliances. 

The  other  world  is  machinery  and 
jipment.  We  have  43  manufac- 
ing  plants  producing  products  for 
:  thriving  industrial  market. 

The  world  of  consumer  products. 


And  the  world  of  machinery  and 
equipment. 

Together,  they've  given  us 
uncommon  stability.  So  if  one  has 
lagged,  the  other  has  historically  taken 
up  the  slack.  It's  this  stability  that's 
helped  our  sales  grow  to  $1.5  billion 
and  has  given  us  five  consecutive 
years  cf  record  sales  and  earnings. 

At  WCI,  we  don't  yet  have  the 
best  of  all  worlds.  But  when  it  comes 


to  the  two  we  are  dealing  with,  we're 
dealing  with  the  best  of  both. 

Our  new  information  kit  examines 
each  in  great  detail.  For  a  copy,  write 
Ron  Fountain,  Director  of  Investor 
Relations. 

White  Consolidated 


Industries,  Inc 

Cleveland,  Ohio  44111 


How  to  improve  on  a  rainbow 


A  diamond  is  such  a  delicate  collaboration.  The  diamond 
jutter  must  reveal  with  his  skill  what  nature  has  created  with  hers. 

And  in  the  process,  he  sets  free  a  diamond  s  rarest  gift:  the 
Ibility  to  dazzle  the  eye  and  lift  the  spirit  with  every  color  in 
jhe  rainbow. 

Fiery  reds,  piercing  yellows  and  violets,  prisms  and  shafts  of 
lolor  that  dance  with  a  shimmering  intensity  and  change  with  a 
jubtlety  that  never  ends. 

A  large  diamond,  like  the  one  pictured  here,  works  this  magic 
|i  an  especially  breathtaking  way. 

For  the  raw  material  of  any  rainbow  is  light;  and  a  large 
jiamond  simply  takes  in  more  light  than  an  identically  cut,  smaller 
lone.  The  more  light  a  diamond  has  to  play  with,  the  more  dramatic 
lie  colors  will  be. 

That's  why  the  alchemy  between  substance,  light  and  craft 
Inique  to  large  diamonds  yields  such  a  special  rainbow. 

For  you  to  capture,  and  forever  own. 

I  A  diamond  is  forever. 

*This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
much  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers. 


THE  LEADERS  FLY  THE  FALCON  | 
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One  way  to  measure  the  merit 
of  a  jet  is  to  conduct  a  first-hand 
investigation.  Ask  questions.  Be 
skeptical.  Demand  facts. 

We  welcome  that.  For,  as  you 
will  soon  see,  the  Falcon  10  holds 
up  extremely  well  under  the  most 
searching  inquiry.  It  was  designed 
that  way. 

Another  way  to  assess  a  jet  is 
to  ask,  "Who  flies  it?" 

Other  small  jets — understand- 
ably— try  to  dazzle  you  with  num- 
bers. So  many  planes  sold.  To  so 
many  firms. 

Commendable.  But  jet  flight  is 


too  serious  for  popularity  contests. 

Quality,  not  quantity,  is  the 
Falcon  ideal.  And  so,  the  world's 
most  successful  companies  fly  the 
Falcon.  Companies  who  can  afford 
any  plane.  Among  these  companies, 
Falcon  is  the  undisputed  favorite. 

So,  we  invite  you  to  do  both: 
Investigate  closely.  Inquire  widely. 
You  can  start  by  sending  for  an  in- 
formative new  brochure.  Here's  the 
story  of  the  remarkable  Falcon  10 
— the  tough,  fast,  versatile  jet  that 
continues  to  win  admirers,  acco- 
lades and  awards,  year  after  year. 

The  brochure  is  yours  for  the 


asking.  It's  titled,  The  Big  Difference 
in  Small  Business  Jets.  And  it  tells 
why-with  so  many  lower  priced  jets 
available-the  leaders  fly  the  Falcon. 

Just  ask  for  the  brochure  on 
your  letterhead.  Address  Mr.  Tom 
Turner,  Vice  President-Marketing, 
Falcon  Jet  Corporation,  Suite  720, 
Teterboro  Airport,  New  Jersey  0760£ 
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Is  All  Fair 
 At  Food  Fair?  

The  company  has  fallen  on  dark  days — which  makes  questions  about 
cozy  dealings  with  relatives  of  management  all  the  more  embarrassing. 


By  PAUL  BLUSTEIN 

Food  Fair,  Inc.,  the  pioneer  supermar- 
ket chain,  once  the  source  of  much  that 
was  new  in  food  merchandising,  has 
come  into  hard  times:  poor  earnings, 
even  by  the  standards  of  the  low-margin 
food  industry;  cash  problems;  rumors 
(thus  far  baseless)  of  insolvency.  Excuses 
from  management  are  plentiful.  A  long 
strike  and  even  the  success  of  a  major 
promotion  are  offered  to  rebut  bad- 
mouthing  of  the  Philadelphia-based 
chain  and  to  explain  its  miniscule  pretax 
margin  in  1977  of  0.1%  on  sales  of  $2.4 
billion.  That  $2.5-million  pretax  profit 


was  only  V i6  of  Safeway's  margin  and  V32 
of  Winn-Dixie's.  And  this  year  the  com- 
pany is  doing  even  worse.  For  the  first 
nine  months  of  fiscal  1978  Food  Fair 
earned  just  3  cents  a  share  compared 
with  $1.45  for  the  1977  period. 

Once  a  model  of  profitability,  Food 
Fair,  still  dominated  by  members  of  the 
founding  Friedland  family,  seems  to  be 
adrift.  Or,  as  some  critics  suggest,  the 
relatives  of  the  founders  are  too  busy 
looking  after  other  businesses  they  con- 
trol that  deal  with  Food  Fair.  A  close 
examination  by  Forbes  of  the  tangle  of 
relationships — corporate  and  familial — 
reveals  temptations  that  would  require 


saintly  self-restraint  to  resist. 

Food  Fair's  balance  sheet  belies  in- 
dustry gossip  that  the  company  has  been 
sliding  toward  bankruptcy.  With  equity 
of  $140  million,  vs.  $122  million  of  long- 
term  debt,  the  company  is  certainly  sol- 
vent if  not  financially  strong.  The  ru- 
mors, however,  were  not  entirely  with- 
out foundation.  Food  Fair  has  fallen  bad- 
ly behind  recently  on  payments  to 
suppliers,  and  some  vendors  even 
stopped  shipping  to  it.  The  company  was 
bailed  out  of  what  it  insists  was  a  tempo- 
rary cash  shortage  by  negotiating  a  loan 
of  $28  million  last  month  from  a  group  of 
banks.  Food  Fair  President  Jack  Fried- 
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land,  son  of  retired  founder  Samuel 
Friedland,  says,  "The  rumors  are 
groundless,"  and  insists  that  the  inter- 
ruption of  food  shipments  by  suppliers 
during  the  cash  crisis  was  "minimal." 

Friedland  explains  the  cash  shortage 
and  the  slow  payments  this  way:  A  huge 
and  enormously  successful  sale  last  lall  at 
the  company'  s  J.M.  Fields  discount  de- 
partment store  chain  exceeded  all  expec- 
tations, and  the  food  Fair  bookkeeping 
system  simply  couldn't  keep  up  with  the 
paper  work.  "We  started  to  have  massive 
backlogs.  In  ordei  to  keep  merchandise 
flowing,  we  started  to  pay  some  invoices 
mil  dI  sequence,  Vendors  became  con 
cerned,  and  the  problem  began  to  gener- 
ate itself,  Friedland  says. 

At  least  one  Pennsylvania  food  broker 
is  not  persuaded:  "Accounting  problem? 
W  hat  kind  of  crap  is  that?  The  account- 
ing problem  is  that  they're 
not    turning    the  money 

loose."  More  than  that. 
Food  Fair  has  been  taking 
the  traditional  discounts  of 
1%  and  2%  offered  for 
prompt  payment  even  when 
they  pay  long  after  dead- 
lines. Friedlands  answer  for 
that:  "You  program  the 
computer,  and  the  comput- 
er is  programmed  to  take 
the  discounts." 

No  question  that  Food 
Fair  had  a  big  problem  be- 
yond its  control  in  1977 
when  a  meat  cutters'  strike 
closed  down  its  Philadelphia 
supermarkets  lor  three 
weeks  ami  cost  the  chain 
share  of  market  that's  hard 
■  I  hack.  Friedland  says 
the  new  hank  loan  will  help 

pa)  die  J.M.  Fields-delayed 
and  get  the  Philadel- 
phia supers  back  on  track. 
"Philadelphia,  he  says,  "is 
now  pretty  close  to  break- 
even, and  all  indications  are 
fall  it  will  he  in  the  black.' 

Behind  the  rumors — and  the  deni- 
als— all  is  not  well  at  Food  Fair. 

Pioneers  like  Pood  Pair  often  ride  too 
long  on  past  success.  Main  of  the  com- 
pany's food  stores — they're  mostly  called 
Pantry  Pride  now — are  deteriorating, 
while  rival  Past  Coast  chains  such  as 
Pathmark  and  Shop  Rite  are  building  big 
new  stoics,  hacked  by  heavy  promotion, 
in  Food  Fair's  home  markets.  To  charges 
that  the  company  isn't  doing  enough 
about  this  problem.  Jack  Friedland  says, 
"I  guess  we  spent  about  $25  million  on 
remodeling  and  refurbishing  last  year," 
but,  he  concedes,  "we're  not  going  to 
spend  money  on  stores  we're  thinking  of 
closing  anyway." 

Though  the  company  attempts  to  ex- 
plain its  problems  as  short  term,  inves- 
tors seem  to  be  reacting  as  though  things 


are  more  serious  than  that.  Food  Fair's 
stock,  traded  recently  at  below  $5  a 
share,  is  priced  at  less  than  one-third  ot 
hook  value.  The  Friedland  family's  con- 
trolling (19%)  interest — once  worth 
more  than  $60  million — has  slipped  to  a 
paltry  $6.8  million. 

However,  for  the  Friedland  family — if 
not  for  the  other  investors — there  is 
some  consolation. 

The  Friedlands  have  other  business 
interests,  some  ol  them  with  close  ties  to 
Food  Fair.  Some  of  these  ties  are  fairly 
unexceptional,  such  as  the  leasing  by  the 
family's  Hasam  Healtv  Corp.  of  space  in  a 
Florida  shopping  mall  to  Pantry  Pride 
and  J.M.  Fields  stores. 

More  questionable  are  the  relations 
among  the  family,  the  company  and  two 
other  enterprises:  a  New  Jersey  grocery 
wholesaler  called  Filigree  Foods  and  a 
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that  in  the 


food  broker.  Rich  man  Associates. 

Filigree  had  been  a  supplier  to  Food 
Fair,  among  other  customers,  and 
emerged  from  bankruptcy  in  1976.  Fig- 
uring that  the  region  needed  the  whole- 
saler alive,  the  Friedland  family, 
through  its  Hasam  Realty,  bought  a  49% 
interest  in  Filigree  by  investing 
$5(X),(XK).  The  purpose,  says  Jack  Fried- 
land, was  to  restore  Filigree's  health 
without  putting  any  of  the  risk  on  the 
Food  Fair  chain  Then  Food  Fair  bought 
Hills  Supermarkets,  a  losing  Long  Island 
chain,  from  Pueblo  International  and 
Filigree  was  quickly  named  Hills'  princi- 
pal wholesaler.  It  now  docs  65%  of  its 
business  with  stores  owned  by  Food 
Fair.  Says  one  wholesaler  who  used  to 
supply  Hills,  "The  big  thing  that  amazed 
us  was  that  they  never  even  asked  us  to 
make  a  bid  on  the  business.'' 

The    Hasam-Filigree-Hills  arrange- 


ment was,  to  hear  Jack  Friedland  tell  it, 
an  act  of  altruism  by  the  Friedland  fam- 
ily, helping  a  valued  supplier  without  a 
chance  lor  profit  to  Hasam.  (The  terms  of 
the  bailout  precluded  any  Hasam  profit  ) 
Fine,  except  for  one  small  detail:  A  prin- 
cipal owner  of  Filigree,  before  and  after 
the  bankruptcy  and  the  bailout,  is  Sam- 
uel Stein,  a  nephew  of  Sam  Friedland. 
He  also  happens  to  he  general  counsel  to 
Food  Fair,  Inc.,  so  presumably  he 
helped  decide  that  his  relationship  to 
Filigree  didn't  have  to  be  disclosed  in 
Food  Fair's  proxy  statements. 

Putting  money  into  Filigree  may  have 
been  a  noble  act  by  the  Friedlands,  but 
how  about  putting  all  that  Food  Fair 
business  into  nephew  Sam  Stein's  strug- 
gling company?  That  certainly  helped 
Stein,  didn't  it?  "I  assure  you,"  Samuel 
Stein  insists,  "that  was  not  why  all  this 
was  done." 

Maybe  not.  But  how 
about  Richman  Associates,  a 
food  broker*  run  by  one  Ed- 
ward Richman?  Until  late 
1976,  Harold  Friedland, 
Jack's  brother,  had  been 
Food  Fair's  vice  president 
and  director  of  buying  and 
merchandising.  When  he 
left  Food  Fair,  he  bought 
the  eastern  Pennsylvania 
brokerage  firm  and  gave 
Fdward  Richman  an  em- 
ployment contract  to  contin- 
ue running  it  for  him.  Har- 
old Friedland  already  knew 
a  fair  amount  about  the 
company,  because  his  son 
Michael  had  been  working 
there  for  some  time 

Seems  reasonable  that  a 
retired  food  chain  executive 
would  want  to  keep  his  hand 
in  the  business.  No  problem 
there,  except  that  people  in 
the  food  industry  claim  that 
these  days  the  way  to  get  in 
good  with  Food  Fair  is  to  sell  through 
Richman  Associates.  One  former  Food 
Fair  buyer  says  he  was  pressured  "at 
times"  to  favor  Richman.  A  frustrated 
competitor  of  Richman  claims  that  when 
he  was  presenting  a  product  in  a  Food 
Fair  buyer's  office,  the  buyer  told  him, 
"I  can't  do  anything  for  you.  You've  got  a 
better  product,  a  cheaper  product,  but 
Fddie  [Richman]  has  this  account,  and  I 
can't  touch  you." 

Jack  Friedland,  Food  Fair's  CEO, 
counters,  "I  am  willing  to  bet  you  that 
vendors  who  went  to  Richman  and  tried 
to  get  into  Food  Fair  may  have  thought 
that  [they  would  get  favored  treatment] 
but  they  still  didn't  get  in."  But  that's 

*Brokers  present  suppliers  products  to  re- 
tailers, hut  do  not  art  as  principals  or  whole- 
salers. Rather,  they  are  paid  commissions  by 
suppliers  on  products  sold  to  retail  customers. 
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apparently  not  the  way  some  of  his  buy- 
ers see  it. 

Harold  Friedland  has  been  unavail- 
able to  Forbes,  but  Robert  Nathanson, 
a  new  Richman  vice  president,  was.  At 
first  he  blithely  explained  that  "about 
90%  of  our  business  is  with  Pantry  Pride 
and  J.M.  Fields  stores.  I  write  about  $1 
million  a  week  with  J.M.  Fields." 

Forbes  asked  about  conflict  of  inter- 
est— not  only  because  of  Harold  Fried- 
land's  ownership  of  Riehman  but  be- 
cause of  yet  another  family  tie:  Robert 
Nathanson  s  brother  Gerald  happens  to 
be  president  of  Food  Fair's  J.M.  Fields. 
Nathanson  replied  that  he  does  business 
with  customers  other  than  Fields.  Such 
as?  "I  write  much  more  business  with 
Pantry  Pride  than  I  do  at  J.M.  Fields.  I 
also  write  business  with  Korvettes  and  a 
lot   of   other   companies."   Only  10% 


though,  as  he  noted  earlier.  "Rut  really, 
I  would  say  my  relationship  with  Jerrj 
has  done  more  to  hamper  me  than  to 
help  me.  You  know  whal  I  mean?'' 

A  former  Food  Fair  executive  is  bitter 
about  the  Riehman-Food  Fair  relation- 
ship: 'This  discourages  suppliers  with 
valid  offerings  If  someone  has  a  choice 
he's  not  going  to  go  through  that  kind  of 
channel." 

This  Rjchman-Food  Fair  link  is  not 
disclosed  to  Food  Fair  shareholders  ei- 
ther. "My  brother  Harold  is  no  longeron 
the  [Food  Fair]  board,  and  he's  no  long 
er  an  officer  of  the  company,"  argues 
Jack  Friedland.  The  n,  leaning  on  the 
technical  relationship  between  a  brokei 
and  a  customer,  he  says,  "Food  Fair  does 
not  do  business  directly  with  Riehman;  it 
does  business  with  the  manufacturer" 
that  Riehman  repre  sents. 


The  company's  general  counsel  Sam 

Stein,  apparently  didn't  feel  thai  there 

was  .1  need  to  make  a  disclosure  to  Food 
Fair  stockholders  ol  vet  another  lore- 
shortening  ol  arm's  length:  Harold 
Friedland,  ol  Richman  and  of  the  family, 
bought  MCS  Incentives  Co  last  yeai 
from — that's  right  Food  Fair,  Inc. 
The  family  patriarch,  Sam  Friedland, 

81,  is  retired  now  and  lives  in  Florida 
Hack  in  the  1960s  he  owned  a  company 
that  supplied  straw  hen  ics  In  food  stoics 
1  lis  hern  company  got  into  trouble,  and, 
like  his  nephew's  filigree,  it  went  bank 

rupt.  Even  at  the  end,  he  wouldn't  allow 
it  to  sell  to  Food  Fair,  "He  wanted  to 
make  sure  that  everything  was  on  the  up 
.mil  up    saj s  a  former  associate. 

Apparently  things  have  changed  a 
great  deal  since  the  good  old  clays  when 
San;  Friedland  ran  Food  Fair.  ■ 


Mobil's  Broad  Acres 


After  all  the  big  companies  that  lost  their  shirts  in  real  estate,  why  is  Mobil 
snapping  up  raw  land  to  develop  into  planned  residential  communities? 


By  PAUL  STURM 

Four  years  ago  Mobil  Corp.,  the  na- 
tion's second-largest  oil  company,  made 
a  controversial  investment  outside  the 
energy  business.  It  bought  Marcor,  Inc. 
for  $1.8  billion,  and  thereby  instantly 
acquired  a  major  stake  in  retailing  and 
packaging.  Today  these  nonoil  oper- 
ations provide  20%  of  Mobil's  earnings. 

Now  another  major  diversification  is 
under  way.  Since  1973,  in  a  program  that 
Mobil  management  declines  to  discuss 
publicly,  the  corporation  has  spent  more 
than  $100  million  for  real  estate — largely 
undeveloped  acreage  near  major  cities. 
Most  of  this  property  is  held  by  Mobil 
Land  Development  Co.,  a  nonconsoli- 
dated  subsidiary  located  in  San  Francis- 
co with  over  100  employees. 

Most  of  Mobil's  land  deals  have  been 
quiet  transactions  with  small  developers 
who  needed  cash.  Rut  two  were  big 
enough  to  make  news:  Early  in  1977, 
Mobil  offered  nearly  $350  million  for 
southern  California's  Irvine  Co.,  but  lost 
to  a  private  group  backed  by  heiress  Joan 
Irvine  Smith.  Just  last  month,  Mobil  was 
luckier.  It  bought  the  undeveloped  hall 
of  Reston,  Va.,  a  Washington  suburb, 
from  Gulf  Oil  Corp.  for  over  $30  million. 

"Two  years  ago  Gulf  sold  all  its  real 
estate  to  concentrate  on  energy,"  says 
James  Todd,  who  will  head  Mobil's  Res- 
ton operations.  Rut  Todd,  a  veteran  loc  al 
developer  who  also  worked  foi  Gulf,  sees 
a  distinct  difference  in  his  new  employ- 
er: Mobil  is  firmly  committed  to  making 
real  estate  a  major  part  of  its  business." 


Why  is  Mobil  moving  headlong  into 
real  estate  at  a  time  when  Gulf  and 
scores  of  other  firms  have  pulled  out? 
"They've  been  studying  co  nity  de- 
velopment since  1970,  and  they  think 
the  \  know  how  to  do  it,"  explains  Bruce 


Mobil's  Mei  Foo  complex  in  Hong  Kong 
Quintupling  the  price  makes  money. 

Lazier,  a  Paine  Webber  vice  pre  side  nt 
who  spent  ten  years  at  Mobil.  "Everyone 
wants  choices  about  where  to  invest  and 
major  oil  companies  don't  have  many 
alternatives.  You  can  pour  lots  ol  mone\ 
into  land  and  construction  without  ever 
having  to  worry  about  antitrust." 


Big  companies  can,  indeed,  p   vast 

sums  into  real  estate.  But — especially 
where  raw  acreage  is  involved — profits 
seldom  follow.  Consider  the  massive- 
losses  reported  a  lew  \ears  hack  by 
American  Standard  ($31  million)  and 
Boise  Cascade  ($213  million)  "Land  de- 
velopment simply  doesn't  fit  the  corpo- 
rate framework,"  says  <  'Luton  I'ritchctt, 
vice  president  ol  Landauer  Assoc  iates  a 
major  real  estate  consulting  firm.  "Im- 
portant decisions  must  be  made  on  a 
day-to-day  basis  at  a  local  level,  and  that 
just  isn't  compatible  with  the  account 
ability  that  public  companies  require 

Despite  these  problems— and  its 
reputation  for  running  a  highly  con 
trolled  operation — Mobil  has  one  spec- 
tacular but  little-known  real  estate  ven- 
ture. Twelve  years  ago  the  eompaiis 
moved  its  I  long  Kong  terminal  and 
thereby  vacated  a  c  hoice  40 -acre  site. 

Sonic  home-office  planners  recon   ncl 

ed  selling  that  land  for  $15  million,  but 
instead  Mobil  opted  to  build  a  massive 

middle-class   apartment    complex  called 

Mei  Foo  Sun  Chuen.  This  elaborate 
project,  about  the  si/.e-  of  New  York's 
huge  Co-op  City,  is  now  nearly  complete 
and  houses  65,000  people.  It  is  also 
probably  the  world's  most  profitable 
residential  development,  contributing 
more  than  $150  million  so  lar  to  Mobil's 
aftertax  net.  In  addition,  Mobil  still 
earns  management  fees  and  rents  com- 
mercial space 
The-  Mei  Foo  bonanza  led  to  the  deci 

sion  thai   real  estate  should  become  a 

majoi  corporate  diversification.  Mobil's 
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Hong  Kong  project  was  what  developers 
call  a  "new  town  in  town,"  and  its  ac- 
countants loved  the  earnings  that  accom- 
panied such  value  creation.  Mei  Foo 
apartments  went  on  the  market  at  $16 
per  square  foot  in  current  dollars,  but  as 
their  appeal  grew  Mobil  upped  rates  to 
$80  per  square  foot.  The  difference 
flowed  largely  to  its  bottom  line. 

In  1970,  instead  of  joining  the  corpo- 
rate land  rush,  Mobil  quietly  created  a 
management  team  and  began  exploring 
ways  to  apply  that  value-building  con- 
cept. Its  leader,  Robert  Schiessler,  a 
crew-cut  scientist  with  a  doctorate  in 
chemistry,  recruited  outside  expertise. 
Mobil  hired  British-born  Gilbert  Hard- 
man,  who  headed  real  estate  operations 
for  the  Duke  of  Westminster.  For  three 
years  Hardman  and  his  staff  studied  55 
U.S.  metropolitan  areas.  In  1973  Mobil 
made  its  first  purchase:  3,300  bayfront 
acres  south  of  San  Francisco,  a  flounder- 
ing residential  community  begun  by  pri- 
vately owned  Leslie  Salt  Co. 

Mobil's  buying  pace  has  speeded  up 
considerably  since  then,  and  today  it  has 
acquisitions  offices  in  the  four  other  met- 
ropolitan areas  where  it  owns  property 
(Atlanta,  Dallas,  Ft.  Lauderdale  and 
Washington),  as  well  as  Denver  and  New 
York.  The  California  tract  is  the  location 
where  development  is  proceeding  fast- 
est. There,  Mobil's  Redwood  Shores 
contains  some  500  homes  out  of  a 
planned  6,000.  Approved  builders  offer 
town  houses  for  $120,000,  and  area  real 
estate  men  guess  that  $30,000  of  that 
goes  to  Mobil  for  land  and  improve- 
ments. The  profit  potential  is  huge,  but 
for  the  past  five  years  political  hassles 
have  stymied  expansion.  Meanwhile, 
Mobil's  property  taxes  alone  are  $1.5 
million  annually. 

Creating  new  towns,  of  course,  has 
long  appealed  to  visionaries  and  entre- 
preneurs. But  so  far  no  one  has  managed 
to  make  them  paying  propositions. 
"Some  are  social  and  aesthetic  suc- 
cesses," says  Robert  Raymond  of  Con- 
necticut General  Insurance,  "but  with 
long  lead  times  and  such  a  front-end  load 
for  development  costs,  you  just  can't 
keep  the  meter  running  on  the  money." 

Among  the  more  prominent  casualties 
of  such  fiscal  reality  are  Columbia,  Md., 
begun  by  developer  James  Rouse  and 
still  growing  but  now  owned  largely  by 
lenders,  and  Reston,  which  Gulf  took 
over  from  developer  Robert  Simon  in 
1969.  Similarly,  the  federal  government 
backed  some  13  new  towns  with  $300 
million  in  guaranteed  loans  during  the 
early  Seventies.  Of  these,  most  are  now 
defunct,  and  only  one  near  Houston — 
The  Woodlands,  a  subsidiary  of  Mitchell 
Energy — has  kept  paying  its  interest. 

Obviously,  Mobil  has  not  been'  de- 
terred by  that  string  of  failures.  So  far,  its 
purchases  have  been  shrewd  and  cau- 
tious. But  building  new  communities  is 


harder  today  than  ever.  Environmental 
restrictions  are  increasingly  tough,  and 
local  citizens  increasingly  eager  to  chal- 
lenge any  construction. 

The  size  of  Mobil's  land  investments 
indicates  that  it  will  build  large-scale 
communities,  with  at  least  1,000  homes 
at  each  location.  Such  big  projects  are 
costlier  to  finance  than  small  tracts,  and 
size  makes  it  difficult  to  respond  to 
changing  market  conditions.  "Mobil's 
major  constraint  is  managerial  time,  so 
small  things  just  don't  work  out  for 
them,"  explains  Manhattan  investment 
banker  Joseph  Tovey.  "They  intend  to 
develop  these  locations  piece  by  piece, 
and  they  know  their  biggest  advantage  is 
the  ability  to  hold  on  when  the  market 
turns  down." 

Other  oil  companies   have  holding 


Robert  Hauptfuhrer,  who  runs  Sun's 
nonenergy  businesses.  "Also,  we  want  to 
stay  small.  There  is  real  pressure  inside 
oil  companies  to  do  things  too  big.  If  we 
buy  1,500  acres  that  take  ten  years  to 
build  out,  we've  got  the  same  holding 
costs  as  a  private  entrepreneur." 

Surprisingly,  perhaps  the  most  profit- 
able corporate  developer  is  Mobil's  com- 
petitor Exxon.  But  its  methods  too  are 
far  different  from  what  Mobil  plans. 
Near  Houston,  Exxon's  Friendswood 
Development  Co.  has  launched  two  ma- 
jor new  communities — Clear  Lake  City 
and  Kingwood — which  now  have  a  com- 
bined population  of  over  40,000.  They 
are  built  largely  on  old  oil  field  acreage, 
and  Friendswood  isn't  about  to  venture 
beyond  its  hometown.  "We'd  really  get 
into   trouble,"   says  John   Turner,  its 


Where  Mobil's  Sights  Are  Set 

Since  1973  Mobil  has  quietly  assembled  these 
tracts— all  near  growing  metropolitan  areas— where 
it  will  soon  begin  developing  new  communities. 


power  too,  though  they  are  far  from  ea- 
ger to  follow  Mobil's  lead.  "We  study 
this  all  the  time,"  says  William  Foster, 
vice  president  of  Standard  Oil  of  Califor- 
nia's real  estate  subsidiary.  "No  publicly 
.owned  land  development  company  in 
the  U.S.  is  really  successful.  The  only 
people  who  make  money  at  it  are  the 
ones  who  bought  the  land  for  something 
else."  Irvine  Co.,  with  its  70,000-acre 
ranch,  is  a  prime  example.  So  SoCal, 
which  owns  250.000  acres  in  California, 
isn't  rushing  to  subdivide. 

Sun  Co.,  the  energy  producer  that  is 
perhaps  working  most  aggressively  to  di- 
versify, doesn't  want  to  emulate  Mobil, 
either.  Its  Radnor  Corp.  real  estate  sub- 
sidiary holds  about  $100-million  worth  of 
property — mostly  office  buildings.  It  al- 
ways enters  joint  ventures  with  exper- 
ienced local  developers.  "We  give  our 
partner  an  opportunity  to  make  a  lot  of 
money — the  only  way  to  get  the  supervi- 
sion for  these  projects  to  work,"  says 


president.  "Housing  developments  are 
independent  local  markets  that  don't 
lend  themselves  to  centralized  manage- 
ment. If  Mobil  can  run  a  lot  of  them, 
they'll  teach  us  all  a  lesson." 

Mobil  clearly  means  to  do  just  that, 
and  real  estate  men  and  corporate  plan- 
ners are  watching  its  moves  carefully. 
With  word  out  that  the  huge  oil  company 
is  buying,  Mobil  gets  a  crack  at  almost 
every  major  piece  of  property  that 
changes  hands.  It  has  rejected  some 
choice  acreage,  such  as  Sea  Pines  Co.'s 
Georgia  holdings  and  City  Investing's 
Sterling  Forest  tract  north  of  New  York 
City;  and  brokers  marvel  at  the  sophisti- 
cation of  Mobil's  market  analysis.  A  six- 
month  study  preceded  the  Reston  pur- 
chase, for  example. 

Smart  buying,  however,  is  only  half 
the  game.  Mobil  has  yet  to  demonstrate 
that  its  real  estate  investments  will  be 
any  more  profitable  than  those  of  other, 
more  flashy  corporate  developers.  ■ 
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Take  That, 
Oscar  Wyatt! 

Or,  how  to  win  by  losing. 


Like  Eve  from  Adam's  rib,  Valero 
Corp.,  a  brand-new  SI -billion  (revenues) 
company,  is  in  the  process  of  being  torn 
from  the  body  of  Coastal  States  Gas 
Corp.  It  is  being  created  with  the  lordly 
assistance  of  the  Texas  Railroad  Commis- 
sion, which  is  the  final  word  on  energy 
matters  in  Texas,  and  which  only  late  last 
month  finally  concluded  that  its  work 
was  good. 

It  is  not  every  day  that  a  giant  new 
company  is  born,  and  this  Texas  one  is 
unusual  indeed.  For  one  thing,  it  was 
created  as  atonement  lor  Coastal  Static 
sins.  For  another.  Coastal  States  biggest 
stockholder,  Oscar  Wyatt,  will  get  none 
ot  Valero's  shares. 

That's  the  best  deal  the  54-year-old 
Wyatt — once  regarded  as  a  financial  ge- 
nius in  Texas — could  get.  Considering 
what  might  have  been.  W  yatt  and  Coast- 
al are  getting  oil  lightly. 

Back  in  the  Sixties,  Wyatt,  a  onetime 
drill-bit  salesman  with  Texas-size  ambi- 
j    tions,  signed  contracts  to  deliver  gas  at 
low  prices  lor  years  ahead  to  such  cus- 
j   tomers  as  the  cities  of  Austin,  San  Anto- 
i    nio  ami  Corpus  Christi  W  yatt  then  used 
those  contracts  as  collateral  to  borrow 
i  money  to  finance  the  expansion  of  Coast- 
i   al  States.  Wyatt,  it  is  true,  didn't  own  or 
have  under  firm  commitment  enough 
I   gas  to  fill  the  contracts,  but  the  idea  was 
I    that  he  could  bin  it  cheaply  enough  on 
the  open  market.  For  this  gamble — that 
I   gas   would   remain   cheap — Wyatt  was 
!   hailed  as  an  "innovator''  and  a  champion 
who  had  vanquished  the  conservative 
|   pipeline  companies  that  had  previously 
served    Coastals    customers.  Coastal 
States  stock  was  a  hot  performer.  "Smart 
fella,    Oscar,'    everyone  said.    But  gas 
prices  began  to  rise  steeply  and  swiftly. 
In  1972-73  Coastal  States  couldn't  meet 
its   commitments.    Coastal   would  be 
broke  today  if  the  contracts  were  en- 
forced. "Oscar  overreached  himsell  this 
time,   people  commented. 

The  hot  stock  collapsed:  $55  a  share  in 
1972,  it  was  down  to  $7  in  1973.  In 
stepped  the  Texas  Bailroad  Commission, 
looking  for  possible  avenues  of  accom- 
modation. For  the  time  being,  it  let 
( !oastal  pass  on  to  its  customers  the  high- 
er prices  it  had  to  pay  to  get  the  gas  it 


needed.  The  commission  also  ruled, 
however,  that  Coastal  could  charge  onlj 
5  cents  per  1,(X)()  cubic  led  over  its  cos  I 
of  >j,as — which  wasn't  much,  but  was  a 
dam  sight  better  than  bankruptcy. 

For  a  period  of  five  long  years  Coastal, 
its  customers  and  the  Bailroad  Commis- 
sion bickered  oxer  who  should  pay  for 


Coastal  Slates'  Chairman  Oscar  Wyatt 
What's  he  got  under  his  hat  now? 

Wyatt's  unfulfilled  contracts.  Then  last 
Deccmhei  the  commission  ruled  thai 
Coastal  States  had  to  pay  $1.6  billion  to 
its  customers. 

But  Coastal  didn't  have  $1.6  billion. 
Its  total  equity  capital  was  only  $576 
million.  The  customers  despaired  of  see- 
ing an)  money  out  ol  Coastal  and  wor- 
ried anew  about  a  continuing  supply  of 
gas  if  Coastal  were  forced  into  the  bank- 
ruptcy that  it  had  brought  upon  itself.  So 
over  90%  of  the  customers  have  accepted 
the  plan,  and  now  the  Bailroad  Commis- 
sion has  also  approved  it. 

The  plan  spins  off  Coastal  States  intra- 


state Texas  gas-gathering  pipeline  sub- 
sidiary as  Valero,  an  independent  com 
pan)  with  over  400  customers  \s  settle- 
ment of  their  claims,  the  customers  w  ill 
get  $115  million  of  Valero  preferred 
stock    The)  also  get  almost  If;  ol  the 

common   which  gives  them  about  half  of 

the  total  $240-million  equity,  The  othei 
halt  goes  to  Coastal  s  shareholders  ex- 
cept Wyatt,  whose   10' i   is  included  in 

the  customers  cut.  As  an  additional  pen- 
alty .  ( 'oastal  itself  will  also  have  to  spend 
$180  million  on  exploration  over  the  next 
15  years  and  sell  an)  new  gas  that  it  finds 
to  Valero  at  15<7r  under  the  then  going 
market  price. 

Ot  course,  where  a  company  spiang 
From  is  not  necessarily  a  guide  to  where 
it  is  going;  ami  that  certainly  goes  lor 
Valero.  "Tins  company  is  going  to  have 

good  earnings,  good  cash  flow  and  a  good 

debt-to  equity  ratio,"  says  former  Coast: 

al  finance  man  William  Greehey,  42, 
who  became  piesident  of  I  .oV.ua  s  pipe- 
line operations  by  court  order  in  1974. 

Greehey  isn't  kidding.  Valero  will  be 
the  largest  intrastate  pipeline  in  Texas, 
with  revenues  of  over  $1  billion,  $600 
million  in  assets  (three-fourths  in  its 
5,400  miles  of  pipelines  and  one-fourth 
in  plants  and  some  lignite  reserves)  and 
only  $150  million  m  debt  Valero's  big- 
gest plus  is  that  the  settlement  plan  per- 
mits it  to  lift  its  margin  over  the  cost  ol 
its  gas  to  10  cents  per  met  in  its  first  yeai 
of  operation  and  15  cents  in  the  second. 
At  those  rates,  by  1980  Valero  should  be 
making  at  least  $23  million  a  year,  $1.20 
a  share,  and  returning  about  ll'i  on 
stockholders'  equity. 

Greehey  plans  to  put  some  distance 

between  Valero  and  Coastal  In  Opening 

headquarters  in  San  Antonio,  200  miles 

from  Houston,  where  Coastal  is  based 
Then  he  envisions  the  buildup  oi  the 
new  company  by  putting  up  a  gas  storage 
system  and  starting  to  explore  for  gas  and 
oil  ot  his  own.  Valero's  stock  is  slated  to 
be  listed  on  the  New  York  Stock  Ex- 
change  l>\  early  1979. 

Strangely  enough,  Oscar  Wyatt  wins 
by  losing.  He  retains  the  $262,000-a- 
year  chairmanship  and  2,060,277  shares 
of  a  very  much  alive  Coastal  States — 
which  will  emerge  as  a  $2.5-billion  rev- 
enues  oil-and-gas  producing  company 

with  fuel-oil  marketing  and  refining  and 
i  o.il  milling  activities.  Coastal  stock, 
which  sold  as  low  as  $4  a  share  in  the 
mid-Seventies,  began  to  rise  sharpl) 
around  the  beginning  of  1977  when  it 
appeared  that  the  Valeio  settlement  deal 
was  in  the  works.  It  was  recently  quoted 
near  20.  Maybe  Oscar  Wyatt  is  really  a 
genius  alter  all.  ■ 
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Unequal 
Opportunity 
Lenders  

Why  are  all  those  foreign  banks  suddenly  sprout- 
ing branches  and  offices  in  the  U.S.?  Because 
American  borrowers  like  their  cut-rate  loans. 


RECENTLY  the  American  Banker  com- 
piled a  list  of  the  world  s  100  biggest 
banks  in  deposits,  translated  into  dollars. 
The  results  were  electrifying:  Only  15 
U.S.  banks  made  the  top  group,  com- 
pared with  26  in  1968.  Taking  a  broader 
slice  merely  highlights  the  change.  Com- 
pared with  68  U.S.  banks  in  the  top  200 
ten  years  ago,  there  are  now  only  31. 

Part  of  the  change,  of  course,  is  ac- 
counted for  by  the  recent — and  probably 
temporary — fall  in  the  value  of  the  dol- 
lar. But  another  and  major  cause  is  the 
massive  and  continuing  expansion  in  the 
U.S.  by  foreign  banks.  Already  they  ac- 
count for  20%  of  all  business  loans  na- 
tionally, and  even  more  in  certain  key 
states:  The  figure  is  33%  in  California, 
for  example,  and  37%  in  New  York. 

How  have  the  foreigners  managed  to 
take  such  a  big  bite  out  of  the  U.S. 
market?  Bv  the  time-honored  method  of 
price-cutting.  German,  Japanese,  British 
and  other  foreign  banks  are  lending 
money  as  low  as  8%%,  while  the  big 
U.S.  banks  insist  they  must  charge  their 
prime  customers  at  least  9%. 

By  the  end  of  May,  271  foreign  hank- 
ing entities  were  operating  in  the  U.S., 
nearly  triple  the  101  in  November  1972 
when  the  Federal  Reserve  began  keep- 
ing track  of  them.  In  the  past  year  alone. 
61  more  have  come  in. 

But  even  these  totals  do  not  convey 
the  true  significance  of  the  trend.  Little 
noticed  outside  the  industry,  the  "stan- 
dard banking  assets" — the  sum  of  loans, 
money  market  investments  and  securi- 
ties holdings — owned  by  foreign  entities 
grew  more  than  threefold  in  the  past  5V4 
years,  to  $65  billion  by  May  31.  That 
compares  with  $447  billion  of  such  assets 
held  by  the  315  largest  U.S.  banks  that 
report  weekly  to  the  Fed  and  that  do  half 
of  all  domestic  banking  business.  Omit- 
ting investments,  foreign  institutions  ac- 
count for  more  than  $1  out  of  every  $5  of 
U.S.  big-bank  deposits  and  loans. 

Foreign  banks  have  also  been  going 
after  U.S.  multinational  corporations  to 
arrange  credits  abroad  as  well  as  here. 
They  offer  to  charge  as  little  as  Vi%  over 


the  London  Interbank  Offered  Rate  on 
six-month  deposits  ("Libor  in  financial 
jargon).  Thus  European  and  Japanese 
banks  pull  business  away  from  the 
Americans,  who  insist  they  need  at  least 
a  Vi  %  spread. 

How  can  the  foreign  banks  do  it?  Be- 
cause of  a  host  of  advantages.  Their  mon- 
ey cost  is  lower.  Their  capital  require- 
ments are  easier.  They  are  not  as  tightly 
regulated.  For  some,  the  money  cost  is 
lower  because  they  don't  have  to  post 
noninterest-bearing  loans  with  the  Fed- 
eral Reserve.  Others  use  cheaper  Euro- 
dollar funds.  Some  have  lower  capital 
requirements  at  their  home  offices  than 
regulators  impose  on  domestic  banks. 

In  addition,  many  of  the  foreign  banks 
are  based  in  countries  with  sluggish 
economies:  Germany,  Japan,  England. 
So  these  big  banks,  ranking  in  size  with 
Bank  of  America  and  Citibank,  are  quite 
liquid.  And  while  they  won't  admit  it 
publicly,  they  want  to  do  business  in 
dollars,  which  is  still  the  world's  sound- 
est currency  politically  despite  its  recent 
weakness. 

At  first  the  foreign  bankers  formed 
subsidiaries  here  to  meet  the  U.S.  bank- 
ing needs  of  their  own  home  customers. 
But  now  they  are  going  after  U.S.  corpo- 
rate business,  and  some  have  moved  into 
full  banking  under  state  charters.  Others 
have  set  up  branches,  which  are  able  to 
do  retail  banking;  or  agencies,  whose 
main  function  is  to  make  and  service 
loans;  or  representative  offices,  which 
find  prospective  borrowers  and  arrange 
transactions  to  be  closed  elsewhere,  usu- 
ally at  the  main  office. 

The  great  majority  of  these  foreign 
banking  entities  are  state  chartered  and 
do  not  belong  to  the  Federal  Reserve 
S\stem.  A  state-chartered  bank  that  does 
not  join  the  Federal  Reserve  need  not 
put  up  the  Fed's  recjuired  reserve  of  as 
much  as  6%  against  time  deposits  and 
certificates  of  deposit.  As  a  rule,  such 
banks  can  meet  state  reserve  require- 
ments with  cash  or  balances  in  other 
banks  in  the  normal  course  of  business. 
At  current  rates,  this  benefit  saves  at 


The  Squeeze 


Number  Of  Banks 


Foreign-owned  banking  institutions  in  the  U.S. 
have  more  than  doubled  in  number  in  six  years; 
their  assets  have  more  than  tripled. 
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Deposits 

Highly  liquid  at  home,  they  have  only  6.6%  of 
total  U.S.  deposits  in  their  U.S.  branches. 
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Loans 


But  they  now  lend  to  U.S.  business  and  industry 
one  dollar  of  every  five  loaned  to  U.S.  corpora- 
tions by  this  country's  big  banks. 
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The  result:  Growing  pressure  on  all  banks. 
Source:  Federal  Reserve  Board  
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least  lA%  of  interest  on  deposits  taken 
domestically — whieh  accounts  for  much 
of  the  ease  with  which  foreign  hanks 
have  made  inroads.  In  many  cases  too, 
the  foreign  banks  save  money  by  not 
providing  Federal  Deposit  Insurance 
Corp.  insurance. 

Suqjrisingly,  the  big  American  banks 
have  not  gone  to  Congress  for  protec- 
tion. Why  not?  Because  they  hope  to  use 
the  foreign  invasion — which  crosses  state 
lines — as  an  argument  that  American 
banks,  too,  should  be  permitted  to  cross 
state  lines.  Nevertheless,  in  the  absence 


of  such  pressure,  the  Fed  and  the  Comp- 
troller of  the  Currency  have  been  urging 
Congress  to  bring  the  foreign  banks  un- 
der tighter  control.  The  International 
Banking  Act  of  1978,  passed  by  the 
House  of  Bepresentatives  in  one  version 
and  under  consideration  by  the  Senate  in 
stricter  form,  would  require  the  foreign 
banks  to  maintain  reserves  with  the  Fed 
against  deposits.  The  bill  would  also  curb 
interstate  expansion  by  the  foreigners. 
Passage  of  a  bill  by  both  houses  is  quite 
possible  for  next  year. 

Meanwhile,  it  is  not  only  the  whole- 


sale banking  sector  that  is  feeling  the 
foreign  invasion.  Sumitomo  Bank  of  Cali- 
fornia, controlled  by  Sumitomo  Bank, 
Ltd.  of  Osaka,  now  has  44  branches, 
including  19  acquired  from  Bank  of  Cali- 
fornia in  the  last  year.  Its  $1.2  billion  in 
deposits  and  $930  million  in  loans  out- 
standing on  June  30  made  it  the  tenth 
biggest  in  California  and  in  the  top  100 
nationally  But  Sumitomo  is  by  no  means 
alone  in  its  invasion  of  the  retail  banking 
scene.  Among  others  in  the  act  are  Bar- 
clay s,  Lloyds  Bank  and  Furopean- 
American.  ■ 


Kemp-Roth  And  Proposition  13: 
The  Cart  Before  The  Horse? 

Democrat  Ed  Muskie  has  a  commonsense  proposal  for  his  colleagues  who 
claim  they  want  to  cut  taxes:  Review  and  reduce  spending  first. 


By  JAMES  S.  BYRNE 

The  very  politicians  who  have  given  us 
our  marvelous  tax  system  are  now  vying 
with  one  another  to  persuade  the  voters 
that  they  sincerely  believe  in  lower 
taxes.  Even  before  California's  Proposi- 
tion 13,  the  message  was  slowly  getting 
through  that — much  as  they  like  govern- 
ment services — American  citizens  do  not 
enjoy  paying  for  them. 

The  latest  entry  in  the  tax-cut  derby  is 
Senator  Edmund  Muskie  (D-Me.).  This 
onetime  presidential  hopeful  is  pushing 
hard  for  what  he  calls  a  "Sunset"  bill. 
This  bill  hasn't  gotten  the  attention  that 
Proposition  13  has  received,  nor  that  the 
press  has  lavished  upon  the  Kemp-Both 
bill  (see  box),  which  would  cut  income 
taxes  by  30%  over  three  years.  The  Mus- 
kie bill,  however,  is  by  far  the  most 
honest  and  realistic  approach  to  the  mat- 
ter. It  puts  first  things  first  by  focusing 
on  government  spending  rather  than  on 
government  taxing. 

"Dammit,''  thunders  Muskie,  "the  Be- 
publicans  are  going  to  use  the  govern- 
ment spending  issue.  We  shouldn't  give 
it  away."  In  Muskie  s  view  that's  exactly 
what  the  Democratic  leadership  in  Con- 
gress is  doing. 

Muskie  is  frustrated  precisely  because 
he  thinks  he  has  just  the  thing  for  all  the 
Democrats  who  will  be  scratching  this 
fall  for  an  election  response  to  the  public- 
sentiment  that  turned  California  govern- 
ment on  its  ear  with  Proposition  13.  The 
Sunset  bill's  concept  is  excruciatingly 
simple:  All  federal  spending  programs 
would  automatically  close  down  within 
ten  years  unless  Congress  specifically 
votes  to  extend  them. 

In  both  Proposition  13  and  the  Kemp- 
Both  bill  there  are  big  measures  of  wishful 


Senator  Edmund  Muskie 


Political  motives,  sound  reasoning. 

thinking:  Cut  taxes  and,  somehow,  gov- 
ernment spending  woidd  be  reduced.  But 
this  ignores  a  little  thing  known  as  deficit 
spending.  It  also  ignores  off-balance-sheet 
government  spending.  There  is  no  guar- 
antee that  faced  with  lower  tax  revenues 
government  wouldn't  simply  step  up  defi- 
cit financing.  Given  the  ways  politicians 
behave  this  is  almost  a  certainty. 

Much  as  businessmen  may  feel  sympa- 
thy for  Proposition  13  and  the  Kemp 
Both  bill,  they  would  do  well,  too,  to 


realize  that  such  drastic  tax-cutting  mea- 
sures pose  a  threat  to  the  business  com- 
munity. If  you  cut  personal  income  taxes 
and  property  taxes  without  cutting  gov- 
ernment  spending,  you  create  tremen- 
dous pressures  to  raise  taxes  else- 
where— and  business  becomes  an  obvi- 
ous target.  Already  voices  are  being 
heard  in  the  land  suggesting  that  legisla- 
tures should  replace  the  money  by  taxing 
the  "fat  cats." 

In  sharp  contrast,  Muskie,  chairman  of 
the  Senate  Budget  Committee,  has 
picked  the  right  target.  His  motives  may 
be  political  but  his  reasoning  is  sound. 
The  biggest  problem  with  federal  spend- 
ing, as  almost  any  budget  expert  will  tell 
you,  is  not  that  new  programs  get  added 
but  that  few  ever  get  dropped.  The  cur- 
rent budget  process,  Muskie  argues, 
doesn't  ask  whether  a  program  is  worth 
keeping,  but  merely  how  much  it  should 
get  each  year. 

The  Sunset  bill  would  require  that 
about  one-fifth  of  the  spending  programs 
in  the  budget  be  reviewed  every  two 
years,  "and,"  says  Muskie,  "like  pro- 
grams would  be  reconsidered  simulta- 
neously, with  an  eye  toward  minimizing 
duplication  and  waste."  The  bill  would 
ensure  that  no  program  could  slip 
through  by  focusing  on  what  the  budget 
technicians  call  "subfunetions."  There 
are  66  of  these  groupings  within  the 
federal  budget,  each  of  which  includes 
all  of  the  spending  for  a  particular  pur- 
pose regardless  of  which  program  it  falls 
under  or  which  department  actually  runs 
it.  (Examples:  Subfunction  272  is  energy 
conservation,  and  50!  is  elementary, 
secondary  and  vocational  education 
Both  of  these  would  be  reviewed  by 
September  1982  under  Muskie's  bill.) 

There  are  a  host  of  notable  examples  of 
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old  programs  that  refuse  to  die.  These, 
cuall>  invulnerable  to  cuts,  would 

ne  extremely  vulnerable  under 
Muskje's  bill  Examples: 

•  Medicaid.  Passed  in  1965,  and 
costing  the  federal  government  about 
$11  billion  this  year,  it  has  never  had  a 
top-to-bottom  review  by  Congress. 
Medicaid's  purpose  is  to  help  low-in- 
COme  families  pay  their  medical  bills,  but 
there  are  those  who  believe  it  has  done 
more  to  help  doctors  line  their  pockets. 
In  any  event,  its  existence  in  its  present 
form  constitutes  a  major  stumbling  block 
to  rationalization  of  the  nation's  health- 
care financing. 

•  Rivers  and  Harbors.  Some  laws 
under  which  millions  of  dollars  are  spent 
each  year  for  improvements  to  rivers  and 
harbors  date  back  to  1899  and  have  never 
been  reviewed,  according  to  the  Con- 
gressional Budget  Office. 

•  Countercyclical  Revenue  Shar- 
ing. Muskie  himself  was  the  author  of  a 
bill  passed  over  a  veto  in  1976  to  provide 
up  to  $1.4  billion  a  year  to  recession-hit 
state  and  local  governments.  Along  with 
conservative  supporters,  such  as  former 
Senator  Bill  Brock  (R-Tenn.),  Muskie 
insisted  that  it  include  a  provision  to  turn 
off  the  federal  money  tap  when  the  na- 
tional unemployment  rate  fell  below  6%. 
(The  June  rate  was  5.7%.)  Now  the  Car- 
ter Administration  has  proposed  contin- 
ued funding  of  the  program  by  focusing 
it  solely  on  cities — adding  about  10,000 
new  recipients.  Muskie  says  he  is  sympa- 
thetic to  the  goal  of  aiding  cities  where 


unemployment  still  is  high,  but  he 
thinks  this  is  the  wrong  way  to  go  about 
it.  Rather  than  renege  on  the  phaseout, 
design  a  special  program  for  cities  that 
are  in  need,  he  argues. 

In  sum,  the  political  virtue  of  Sunset 
legislation  is  clear.  It  would  give  an  op- 
portunity to  challenge  the  premises  ol 
existing  programs,  the  backers  of  which 
often  hide  behind  two  Capitol  Hill  veri- 
ties: 1)  that  it  is  far  easier  to  keep  an  old 
program  going  than  to  enact  a  new  one; 
and  2)  that  it  is  far,  far  easier  just  to  get 
money  for  one  more  year  of  an  old  pro- 
gram than  to  have  to  answer  searching 
questions  about  a  program's  true  worth. 

Muskie  has  rounded  up  a  diverse- 
group  of  supporters  for  Sunset.  The 
White  House  loves  it,  and  so  do  such 
unlikely  allies  as  the  Chamber  of  Com- 
merce of  the  U.S.  and  Senators  Edward 
M.  Kennedy  (D-Mass.)  and  Robert  P. 
Griffin  (R-Mich  ). 

It  has  its  opponents,  too. 

The  National  Association  of  Manufac- 
turers and  the-  Business  Roundtable,  out- 
spoken champions  of  reducing  federal 
spending,  will  be  in  the  trenches  fighting 
the  Sunset  bill  if  there  is  the  least  chance 
that  tax  incentives — such  as  the  invest- 
ment tax  credit  and  deduction  of  intangi- 
ble drilling  costs — would  be  subject  to  it. 
Senator  Kennedy  plans  to  lead  a  floor 
effort  to  require  exactly  such  reviews  of 
tax  incentives. 

Powerful  senators  like  Russell  Long, 
chairman  of  the  Finance  Committee,  are 
no  fans  of  Sunset.  Congressional  com- 


mittee chairmen  know  their  precious 
turf  will  be  invaded  and  their  constituent 
groups  possibly  pushed  out  into  the  cold 
by  the  forced  program  reviews.  And 
that's  part  of  the  reason,  too,  why  both 
the  Senate  and  House  leadership  is  so 
lukewarm  to  Sunset. 

The  opponents  mount  two  arguments. 
First,  they  claim,  most  programs  get  re- 
viewed anyway  each  year  or  so  Second, 
operation  of  the  bill  would  recjuire  an 
enormous  increase  in  congressional  staff. 
Muskie  disputes  both  points,  ticking  off 
some  programs  that  have  not  been  re- 
viewed. As  for  the  latter,  he  snorts, 
"Congress  has  built  a  tremendous  staff, 
without  Sunset,  to  write  new  laws.  I 
think  that  part  of  the  staff  responsibility 
should  be-  to  spend  some-  time  reviewing 
those  laws." 

The  Sunset  bill  has  been  reported  out 
of  committee,  and  Muskie-  is  confident 
that,  one  way  or  another,  he-  will  get  it 
onto  the  floor  in  spite  of  filibusters  on 
energy  and  several  other  issues.  It 
should  pass  if  he  can  get  it  to  a  vote. 
Given  Speaker  Thomas  P.  O'Neill's  lack 
of  interest.  Sunset  legislation  has  not 
been  moving  in  the  House.  But  the 
Chamber  of  Commerce  is  trying  to  stir 
up  support  there,  too. 

Unfortunately,  Sunset  lacks  the  sex 
appeal  of  Proposition  13  or  the  Kemp- 
Roth  bill.  But  where  the  latter  two  in- 
volve, essentially,  symptom  therapy,  the 
former  attacks  the  root  causes  of  unnec- 
essarily high  taxes:  excessive  and  unnec- 
essary government  spending.  ■ 


The  Old  Political  Shell  Game 


Tin.  Kkmp-Roth  bill  is  a  sort  of  national  version  of 
Proposition  13  that  proposes  cutting  federal  income  taxes 
instead  of  local  property  taxes.  Representative  Jack  Kemp 
(R-N.Y.)  claims  that  slashing  income  taxes  would  unleash 
such  a  burst  of  savings,  investment  and  output  that  tax 
revenues  would  ciuickly  recover  to  current  levels.  He  does 
not,  however,  ever  explain  where  all  that  new  productive- 
capacity  will  come  from  to  produce  such  a  boom  so 
ciuickly  Other  backers  of  Kemp-Roth,  including  Alan 
Greenspan,  former  chairman  of  the  Council  of  Economic 
Advisers,  are  more  modest.  They  simply  say  it's  the  only 
practical  way  to  cut  federal  spending. 

But  as  Representative  Kemp,  Greenspan  and  just  about 
everyone  else  who  watches  Congress  should  know,  lack  of 
revenues  rarely  restrains  our  free-spending  Congress. 

The  problem  is,  as  Senator  Edmund  Muskie  (D-Me.) 
points  out,  not  so  much  with  the  budget  total  as  with  the 
fact  that  it  is  all  but  impossible  to  cut  any  of  its  parts. 
When  their  favorite  programs  are  threatened,  conserva- 
tive congressmen  are,  if  anything,  less  interested  in  cut- 
ting government  spending  than  the  liberals  are.  This  is 
significant:  For  all  the  support  that  the  Kemp-Roth  bill  has 
attracted,  its  bac  kc  i  s  rarely  care  to  discuss  what  specific 
programs  would  be  cut  and  by  how  much.  And  this  goes 
for  the  bill  s  real  fathers.  Representative  Kemp  and  Sena- 
tor William  V.  Roth  (R-Del  ),  as  much  as  for  anyone  else. 

Not  long  after  194  congressmen  paid  lip  service  to  the 
princ  iples  of  Kemp-Roth,  in  March  a  major  expansion  of  a 


federal  spending  program — pensions  for  "permanently 
and  totally  disabled"  veterans — came  to  the  floor  of  the 
House.  The  bill  does  not  concern  veterans  whose  disabil- 
ity was  related  to  their  service  in  the  Armed  Forces;  that's 
another  program  altogether.  It  is  a  giveaway  to  persons 
who  served  at  Ic-ast  90  days,  at  least  1  day  of  which  was  in 
wartime.  The  Veterans  Administration  presumes,  for  pur- 
poses of  the  pension,  that  anyone  65  or  older  is  perma- 
nently and  totally  disabled.  There  is  a  needs  test  of  sorts, 
but  2.7  million  veterans  and  their  survivors  will  get  some 
$3  billion  in  pensions  under  this  program  this  year. 

Cut  government  spending?  Not  so  far  as  this  giveaway 
was  concerned.  Instead,  there  was  pressure  to  "improve 
the  program.  So  by  a  lopsided  vote  of  398  to  5,  the  House 
agrec-d  simply  -to  give  a  veteran  a  guaranteed  annual 
income  of  $4,000,  more  if  he  were  80,  or  had  a  dependent, 
or  was  house-bound  or  needed  constant  care.  It  would 
cost  "only"  an  additional  $1.3  billion  or  so  next  year. 

One  member  out  of  the  194  who  had  voted  for  Kemp- 
Roth — Representative  Gary  A.  Myers  (R-Pa.) — opposed 
this  big  jump  in  veterans'  pensions  in  June.  Representa- 
tive Kemp  voted  for  the  giveaway. 

Inconsistent?  Of  course.  But  where  is  there  a  "truth  in 
politics  law?  The  simple  and  unpleasant  truth  is  this: 
There-  is  nothing  particularly  wrong  with  our  tax  system, 
but  there  is  something  seriously  wrong  with  a  Congress 
where  everyone  is  concerned  with  individual  interests  ami 
very  few  with  the  overall  national  interest.  — John  Berry 
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REUSING 
LESS  ENERGY 
TO  GET  MORE 
OF  OUR  MARKET. 


Before  Carrier  Transicold  entered 
the  truck  and  trailer  refrigeration 
market,  one  company  had  nearly  all 
the  business. 

But  for  the  last  six  years,  we've 
been  giving  truckers  one  cost-saving 
innovation  after  another;  and  they've 
been  giving  us  more  and  more  of  their 
business. 

In  the  face  of  rising  fuel  prices, 
we  offered  them  an  exclusive  system 
that  uses  up  to  30%  less  fuel  to  keep 
a  shipment  cool.  It  automatically 
cuts  out  the  compressor  cylinders  that 
aren't  needed  to  hold  the  proper 
temperature.  That  takes  a  load  off  the 
engine  that  drives  the  compressor, 
so  it  can  run  more  economically. 

Another  problem  facing 
truckers  was  expensive  downtime 
for  recalibrating  the  thermostats 
in  their  refrigeration  units  after  every 
trip  or  two.  So  Carrier  Transicold  had 
another  part  of  Carrier  Corporation, 
Spectrol  Electronics,  design  solid-state 
refrigeration  controls  that  never  have 
to  come  in  for  recalibration. 

The  truck  and  trailer  refrigera- 
tion market  isn't  the  only  area  where 
Carrier  Transicold  is  putting  energy- 
saving  ideas  to  work.  For  many  years, 
Carrier  Transicold  has  been  going  to 


sea  with  container  refrigeration  ei 
ment,  supplying  the  worldwide  n 
of  shippers.  Today,  we  are  the  nu| 
one  maker  of  container  refrigerat 
equipment. 

The  way  Carrier  Transicold 
moved  in  and  became  a  power  ill 
transport  refrigeration  market  is ; 
indication  of  how  and  why  Carri  irate 
Corporation  is  growing.  We  deal  ^ 
many  other  ideas  the  world  can  i 
Ideas  that  are  at  work  in  oil,  gas 
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Jl  petrochemical  production;  inks 
Ijcoatings;  waste  handling; 
Iteration  for  nuclear  power  and 
ibtry;  automotive  paints  and  trim; 
jjronics;  and,  of  course,  the  widest 
lie  of  high-efficiency  heating  and 
■jing  equipment  for  residential, 
jimercial  and  industrial  uses.  Sixteen 
Ijrate  divisions,  operating  in  131 
Ihtries,  serving  hundreds  of  markets. 
.  We've  built  a  strong,  growing 
jiness  by  helping  to  expand  the 


world's  supply  of  energy  and  helping 
people  to  use  it  more  efficiently. 
So  when  truckers  are  looking  for  lower 
fuel  bills,  or  the  Malaysian  Parliament 
is  in  the  market  for  air  conditioning, 
we're  there  with  just  what  they  need. 


Carrier 

Corporation 

Carrier  Tower 
Syracuse,  N  Y  13221 


CARRIER  CORPORATION.  ENERGY  IDEAS  AT  WORK. 


With  Fashion  Coming  In, 
Can  Levi  Strauss  Branch  Out? 

Or,  put  it  this  way:  Can  a  fifth-generation  Berkeley-&-Harvard 
intellectual  continue  the  success  saga  started  by  an  immigrant  peddler? 


By  PHYLLIS  BERMAN 

"Usually  the  fourth  generation  [of  a 
successful  family]  spends  its  time  on 
sports  cars  and  jet  planes.  We  haven't, 
and  it  looks  like  we  have  a  fifth  genera- 
tion coming  along  that  has  the  same  atti- 
tude we've  had." 

That's  Walter  A.  Haas  Jr.,  62,  speak- 
ing, chairman  of  San  Francisco-head- 
quartered Levi  Strauss  &  Co.  and  great- 
grandnephew  of  its  founder.  The  fifth 
generation  whereof  Walter  Haas  speaks 
is  personified  by  Robert  D.  Haas,  36, 
Walter  Jr.'s  son  and  a  Levi  Strauss  senior 
vice  president.  Just  as  his  fourth-genera- 
tion father  and  his  uncle — President  Pe- 
ter Haas — guided  the  firm  from  an  $8- 
million-a-year  company  to  a  $1.5-billion 
one,  it  will  be  fifth-generation  Robert's 
job  to  run  Levi  Strauss  in  an  era  when  its 
dominance  of  the  blue  jeans  market  is 
being  seriously  challenged  both  by 
changing  public  tastes  and  by  increasing- 
ly potent  competition. 

Although  Levi  Strauss  began  to  diver- 
sify its  apparel  lines  several  years  ago,  it 
is  still  predominantly  a  jeans  company. 
Now,  however,  it  has  the  resources, 
both  financial  and  managerial,  to  become 
much  more  than  that. 

Working  11  hours  a  day  to  prepare 
himself  for  the  job  he  will  inherit  within 


three  years  at  his  father's  and  his  uncle's 
mandatory  retirement,  Bob  Haas,  a 
graduate  of  the  University  of  California 
at  Berkeley  and  of  the  Harvard  Business 
School,  is  already  at  the  very  forefront  of 
the  old  family  company's  preparation  for 


the  future:  He  has  worked  as  a  merchan- 
diser of  fashion  jeans,  as  number-two 
person  in  the  problem -ridden  Far  East 
division  and  now  is  in  charge  of  scouting 
acquisition  prospects. 

Levi  Strauss  &  Co.  was  always  a  well- 
run  company  from  the  time  it  was  found- 
ed by  the  original  Levi  Strauss,  a  penni- 
less Bavarian  immigrant  who  peddled 
clothing  and  pots  and  pans  from  farm  to 
farm  in  mid-19th-century  America. 
Strauss  prospered  during  the  great  Cali- 
fornia gold  rush,  selling  tough  work 
pants  made  from  tent  canvas  and  wagon 
covers.  He  never  married,  and  before  he 
died  turned  the  business  over  to  four 
nephews.  The  nephews  and  their  de- 
scendants did  well,  but  it  took  sociologi- 
cal lightning — which  made  blue  jeans 
the  official  uniform  of  the  countercul- 
ture— to  make  it  more  than  a  small  fam- 
ily outfit.  At  the  end  of  the  Second 
World  War  Levi  Strauss  was  doing  $8 
million  a  year,  with  only  about  $2  million 
in  blue  jeans. 

However,  good  luck  does  not  always 
bring  good  fortune;  in  a  sense  one  makes 
one's  own  luck.  What  really  mattered 
was  that  Levi  Strauss  knew  how  to  cap- 
italize on  the  burgeoning  youth  market 
and  how  to  make  the  most  out  of  the 
sociological  trend.  While  business  and 
style  cycles  devastated  large  chunks  of 
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Left  to  Right:  Walter  A.  Haas  Jr.,  Robert  D.  Haas,  Walter  A.  Haas  Sr.  and  Peter  E.  Haas. 
Sports  cars?  Jet  planes?  Levi  Strauss'  descendants  are  too  busy  minding  the  store. 


the  apparel  industry, 
Levi  chalked  up  growth 
rates  that  were  virtually 
unmatched  in  American 
industry.  In  the  past  ten 
years  sales  rose  at  an  an- 
nual rate  of  24%,  while 
earnings  and  return  on 
investment  grew  an  av- 
erage of  31%  a  year.  Last  year's  sales 
topped  the  $1.5-billion  mark  and  net 
income  rose  to  almost  $130  million. 

The  growth  became  so  explosive  that 
the  family  finally,  reluctantly,  went 
public  in  1971  to  raise  additional  capital. 
"I  disliked  the  idea,"  then  Chairman 
Walter  Haas  Sr.,  now  89,  says,  "but  I 
knew  it  was  financially  necessary."  Levi 
Strauss  has  scarcely  made  its  public- 
stockholders  rich:  The  stock  now  sells  at 
about  $33  a  share,  well  below  the  public 
offering  price  of  $47.50.  But  in  the  years 
since  the  company  went  public,  Levi 
Strauss  dividends  have  increased  from 
16  cents  to  $1.10  per  share,  earnings 
from  93  cents  to  the  projected  $6. 10  and 
book  value  from  $6.84  a  share  to  better 
than  an  estimated  $25.  In  going  public, 
as  in  selling  blue  jeans,  the  Haas  family 
sold  the  public  an  honest  product  at  an 
honest  price. 

But  suddenly  fashion — blue  jeans 
were  essentially  an  antifashion  fashion — 


is  once  again  coming  out  of  the  closet, 
and  that  presents  Levi  Strauss  with 
problems. 

For  all  of  its  spectacular  success,  peo- 
ple have  been  afraid  that  the  blue  jeans 
market  was  saturated,  and  skeptical  of 
Levi  Strauss'  ability  to  keep  up  the  pace. 
The  stock  market  currently  reflects  that 
skepticism:  Levi  Strauss  stock  now  sells 
at  barely  five  times  projected  1978  fiscal 
earnings,  and,  whereas  it  once  sold  at 
premiums  of  700%-plus  over  book  value, 
its  premium  is  now  less  than  50%. 

Straws  in  the  wind: 

•  Designer  Calvin  Klein's  favorite 
look  is  his  skintight  cigarette-legged 
jeans  worn  with  silk  shirts  and  spiked 
high-heeled  shoes.  His  advice  to  wide- 
hipped  women  who  don't  look  good  in 
his  new  creations:  Diet. 

•  Former  Levi  Strauss  product  man- 
ager Boy  Bodgers  of  Pacific  Blue  came 
up  with  satin  jeans  for  last  season;  now 
he's  making  jeans  of  a  new  cotton  materi- 
al that  looks  just  like  raw  silk. 

•  Bill  Blass  is  on  Bloomingdale's  ele- 
gant third  floor  to  introduce  his  $49 
jeans.  One  Scarsdale,  N.Y.  matron  is 
surprised  to  hear  the  velvet  pants  she's 
buying  are  really  called  jeans. 

What  all  this  means  is  that  jeans  are 
fast  becoming  a  fashion  item,  not  a  sta- 
ple. The  basic  denim  jean  that  has  sur- 


vived since  Levi  Strauss  started  making 
pants  for  gold  miners  in  1850  will  still 
sell,  but  the  growth  isn't  there. 

The  first  signs  of  change  became  evi- 
dent at  the  retail  level  last  year  when 
stores  began  a  savage  price  war.  The  war 
was  initiated  by  stores  in  the  Minnesota- 
based  County  Seat  chain.  The  price-cut- 
ting came  right  after  Levi  Strauss  agreed 
to  a  Federal  Trade  Commission  consent 
decree  which,  in  essence,  prevented  the 
company  from  suggesting  retail  pricing. 
It  wasn't  really  the  consent  decree  that 
touched  off  the  price 
war.  It  was  the  determi- 
nation of  the  big  chains 
to  take  jeans  business 
away  from  the  depart- 
ment store  and  to  put  an 
end  to  the  proliferation 
of  jeans  boutiques,  or 
"jeaneries,"  that  had 
been  springing  up  in  shopping  centers 
across  the  country.  County  Seat  started 
in  June  1977  by  dropping  its  prices  on 
Levi's  denim  and  corduroy  basics,  mark- 
ing them  down  from  $15.50  to  $12.50. 
Competitors  followed  suit,  and  before 
long  jeans  were  retailing  at  or  near  the 
wholesale  price  of  $8.50  a  pair. 

The  chains  got  what  they  wanted. 
They  knocked  many  of  the  small  jeans 
stores  out  of  the  box  and  department 
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stores  out  of  the  basic  jeans  market. 
Where  once  as  many  as  16  jeans  shops 
might  be  doing  business  in  a  single  shop- 
ping mall,  today  it's  mainly  the  large- 
volume  chains  that  are  prospering  in  the 
basic  jeans  market.  "If  you  run  your 
business  right,  you  can  sell  jeans  profit- 
ably for  $12.50  or  less,"  claims  County 
Seat's  President  William  Bailey.  "I  think 
that  retailers  have  historically  used  the 
high  margins  in  their  jeans  business  to 
cover  up  for  mistakes  they've  made  in 
fashion  merchandise.  You  just  don't 
need  a  50%  markup  on  a  basic  product 
that  never  has  to  be  marked  down  at  the 
end  of  the  season."  As  if  to  prove  that 
point,  last  month  County 
Seat  began  what  some 
view  as  the  next  round  of 
price  cuts  when  it 
dropped  its  price,  which 
had  gone  back  to  $14.50, 
to  $11.99. 

Although  the  price- 
cutting  took  its  toll  at  the 
retail  end  of  the  market,  it  had  little 
immediate  effect  on  Levi  Strauss.  Levi 
Strauss  refused  to  lower  its  wholesale 
prices  and  thus  was  able  to  preserve 
profit  margins  while  increasing  unit 
sales.  As  a  result,  1977  sales  increased 
28%  to  $1.5  billion,  and  net  income  24% 
to  $130  million. 

"Those  chains  used  our  jeans  as  traffic 
builders,  not  loss  leaders,"  argues  Rob- 
ert T.  Grohman,  Levi  Strauss'  chief  op- 
erating officer,  who  joined  the  company 
five  years  ago  after  leaving  Rapid  Ameri- 
can's Playtex  division. 

But  over  time  the  discounting  began 
to  hurt  Levi.  Although  the  lower  prices 
got  the  customer  into  the  store  and  con- 
vinced him  to  buy  two  or  three  pairs  of 
discounted  jeans  rather  than  the  one  pair 
he  was  shopping  for,  the  end  result  was 
consumers  with  full  closets  and  no  need 
for  new  products.  The  stores  that  were 
still  selling  jeans  had  no  desire  to  build 
excess  inventory,  and  this  winter  Levi 
began  to  suffer  from  reduced  orders  for 
jeans.  At  the  same  time  Levi  s  most  ag- 
gressive competitor,  North  Carolina- 
based  Blue  Bell,  with  excess  inventory 
on  hand,  was  forced  to  cut  its  wholesale 
price  to  $6.50  in  an  effort  to  unload 
inventory  and  possibly  take  market  share 
from  a  host  of  private  label  brands  and 
even  from  Levi  Strauss.  Levi  was  able 
not  only  to  hold  its  market  share,  but 
claims  to  have  increased  it.  Nonetheless, 
it  had  to  cut  its  work  week  to  four  days  at 
many  plants  for  three  or  four  months  in 
order  to  keep  inventory  in  line.  The 
consumers  stopped  buying  jeans  this 
winter,  and  retail  stores  cut  their  orders. 
As  a  result,  second-quarter  profits  were 
off  3%  and  sales  fell  8%. 

But  a  down  quarter  didn't  signal  that 
Levi  Strauss  would  fall  on  hard  times. 
Levi's  plants  are  now  all  back  on  five-day 
work  weeks,  and  the  firm  seems  to  have 


Bill  Blass'  latest  velvet  creation 
Are  these  really  jeans? 


Calvin  Klein's  cigarette-legged  jeans 
If  you  can't  wear  them,  diet. 


weathered  the  full  effects  of  the  shake- 
out.  Analysts  are  now  predicting  that 
share  earnings  for  all  of  1978  will  hit  a 
record  $6.10,  up  about  4%  from  1977 
share  earnings  of  $5.87.  So,  at  least  1978 
won't  be  a  down  year  for  Levi  Strauss. 

As  it  builds  for  the  future,  moreover, 
the  Haas  family  has  impressive  strengths 
to  work  with — strengths  unmatched  by 
any  other  actual  or  potential  competitor 
in  the  apparel  field.  As  of  the  end  of 
1977,  Levi  Strauss  had  more  than  $160 
million  in  cash,  or  more  than  $7.30  per 
share,  ready  to  throw  into  new  acquisi- 
tions and  development  of  new  lines  of 
apparel.  At  worst  its  margins  might  be 
squeezed  for  a  while  and  its  return  on 
equity  might  fall.  But  there  is  a  lot  of 
squeezing  room  in  a  19%  operating  mar- 
gin and  a  lot  of  cushion  in  a  31%  return 
on  equity.  Most  important,  Levi  Strauss 
has  the  kind  of  top  management  and  the 
devoted  employees  it  needs  to  assure  its 
success. 

Its  plants  are  mostly  as  up-to-date  as 
its  modernistic  offices  in  San  Francisco's 
Embarcadero  Center  overlooking  the 
Bay.  It  has  a  well-disciplined  sales  force, 
but  what  really  sets  Levi  Strauss  apart 
from  its  competition  is  a  closely  knit, 
dedicated  top  management. 

The  family  patriarch,  Walter  Sr.,  still 
strong  and  alert  at  89,  comes  to  his  office 
on  the  28th  floor  of  the  Embarcadero 
Center  four  times  a  week  from  his  home 
in  San  Francisco's  Pacific 
Heights  section.  He  con- 
centrates his  energies  on 
managing  the  family's  in- 
vestments and  preserv- 
ing the  family-like  atmo- 
sphere he  created  among 
employees  he  no  longer 
knows  on  a  first-name 
basis.  Alfred  V.  Sanguinetti,  now  presi- 
dent of  the  jeans-wear  division,  tells  this 
story:  "My  mother  worked  for  the  com- 
pany as  a  seamstress  between  having 
babies.  Then  in  1946  I  started  as  a  check- 
er and  packer  in  the  shipping  depart- 
ment. Well,  Walter  Jr.  was  personnel 
officer  then,  and  he  personally  came 
down  to  tell  me  that  perseverance  had 
paid  off  and  I'd  gotten  a  promotion  to 
clerk.  I  tell  you,  you  don't  soon  forget  a 
day  like  that."  To  prove  that  being  big 
and  public  hasn't  changed  things,  San- 
guinetti points  out  that  a  woman  he 
hired  five  years  ago  as  a  clerk  in  the 
button  and  zipper  department  is  today  in 
charge  of  merchandising  the  company's 
almost  $100-million  (sales)  fashion  jeans 
division. 

The  Haas  philanthropic  and  paternal- 
istic attitude,  deeply  rooted  in  Jewish 
tradition,  has  been  institutionalized 
within  the  company:  Corporate  funds  are 
systematically  used  to  provide  dental 
clinics  for  plants,  to  set  up  day-care  cen- 
ters, to  train  minorities  (some  44%  of  its 
work  force)  and  to  sponsor  local  rommu- 
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New  York  franchise  outlet  for  Blue  Bell  jeans  and  sport 
You  can  cut  prices  without  gaining  market  share 


nity  projects  around  the 
country.  HjH 

In  this  day  and  age  all  this 
sounds  worse  than  corny:  It 
sounds  downright  inappro- 
priate for  a  business  enter- 
prise. Peter  Haas'  blunt  re- 
ply: "I  know  a  lot  of  people 
agree  with  Milton  Friedman 
that  a  company's  only  re- 
sponsibility is  to  make  mon- 
ey. Well,  we  disagree  com- 
pletely. To  us  a  corpora- 
tion's responsibility  goes 
beyond  profitably  providing 
a  quality  product  to  con- 
sumers at  a  fair  price."  Ob- 
viously that  social  con- 
sciousness has  not  come  at 
the  expense  of  profits. 

But  can  such  a  company 
continue  its  independent, 
paternalistic  ways  in  a 
changing  market?  That  is 
the  big  question.  As  the  ba- 
sic jeans  market  matures, 
Levi  Strauss  will  be  forced 
to  move  more  and  more  into 
the  "fashion  jeans"  market 
where  companies  like  Brit- 
tania  Sportswear  have  been 
able  to  carve  out  a  $200- 
million  marketing  niche  in 
just  four  years,  simply  by 
default. 

Brittania  is  the  fashion  kingpin  in 
jeans,  pioneering  the  patchwork  look 
and  the  fancy  pockets  and  trim.  "Fashion 
jeans  have  never  been  a  Levi  strength," 
explains  Ron  Herman,  owner  of  Los  An- 
geles hip  and  high- 
priced  jeanery  Fred  Se- 
gal that  supplies  Cher 
and  Richard  Dreyfus 
with  their  denims. 
"What  they're  really 
good  at  is  the  basics." 
Brags  designer  Calvin 
Klein,  who  just  intro- 
duced his  new  line  of  jeans  at  Saks  Fifth 
Avenue:  "The  other  day  I  walked  into  a 
Greenwich  Village  record  store  and  saw 
lots  of  young  girls — who  could  never  af- 
ford to  wear  my  basic  line  of  clothes — - 
wearing  my  jeans.  You  can  be  sure  that's 
going  to  take  business  away  from  Levi." 

Levi  Strauss'  Sanguinetti  characterizes 
this  trend  to  couture  jeans — like  Klein, 
Bill  Blass,  Gloria  Vanderbilt  and  Ralph 
Lauren — as  a  mere  drop  in  the  bucket. 
That  s  true  enough.  Calvin  Klein's  ciga- 
rette-legged jeans  retail  for  as  much  as 
$39;  total  projected  Klein  jeans  sales  for 
1978  are  a  meager  $30  million.  Couture 
may  be  only  a  small  part  of  the  fashion 
jeans  market  but — regardless  of  cou- 
ture s  limited  appeal — fashion  jeans  are 
becoming  a  bigger  and  bigger  chunk  of 
the  $5-billion  jeans  business  at  retail. 

Fashion  jeans?  They  have  the  same 
unconstructed  fit  as  basic  jeans  but  with     Up  to  the  eyeballs  in  denim. 


<  • 
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Sidewalk  stand  for  recycled  jeans 


a  constantly  changing  look 
that  creates  consumer  de- 
mand: an  elastic  waistband, 
colorful  trim  on  the  pockets 
or  the  new,  narrower,  14- 
inch-wide  leg. 

"Let  me  put  Levi  Strauss 
in  a  fashion  perspective," 
says  Grohman,  who  runs 
the  day-to-day  business 
while  the  various  Haases 
concentrate  on  policy. 
"We've  been  running  with- 
out time  to  catch  our 
breath.  Fashion  jeans  just 
weren't  important.  You 
can't  have  the  kind  of 
growth  we  had  in  basics  and 
also  develop  fashion.  We 
didn't  have  the  resources  to 
put  behind  fashion." 

But  now  it  has.  Two  years 
ago  Levi  started  its  shift  into 
fashion  jeans.  "We  won't  try 
to  go  after  the  same  market 
as  Brittania,"  says  Groh- 
man. "Brittania  is  highly  de- 
pendent on  leading  fashion. 
We'll  be  middle-of-the-road 
products  embellished  with  a 
fashion  aspect." 

That  translates  to  mean 

.   that  Levi  Strauss  will  wait 

six  months  or  more  to  scoop 
up  the  ideas  others  have  al- 
ready tested  in  the  marketplace.  Only  if 
the  new  look  is  applicable  to  a  mass 
market  will  Levi  Strauss  take  the  plunge. 
"At  the  bottom  of  the  market  Levi 
Strauss  can  still  sell  their  basics  through 
volume  retailers  like  The  Gap  and  Coun- 
ty Seat,"  says  Roy  Rodgers  of  Pacific 
Blue.  "Once  they  turn  their  attention  to 
the  fashion  look  they'll  recapture  the 
department  stores.  If  they  put  their 
mind  to  it  they'll  be  dangerous  competi- 
tors in  fashion,  too.  The  key  is  a  terrific 
sales  force  and  distribution  system." 
Levi,  with  a  sales  force  of  1,175  persons, 
can  push  virtually  anything  through  the 
system. 

Levi  Strauss  also  has 
growth  opportunities: 
among  them,  an  all-out 
push  into  the  interna- 
tional market,  where  it 
still  has  some  growth  left 
in  its  basic  jeans  and 
where  it  can  begin  to  sell 
its  other  kinds  of  apparel 
,  like  sportswear,  ac- 
tivewear  and  children's  clothing.  An- 
other choice  is  a  stronger  push  into  non- 
jeans  apparel,  either  through  diversifica- 
tion or  internal  growth  or  both.  (Domes- 
tic jeans  now  constitute  only  about  70% 
of  total  domestic  volume  and  45%  of 
worldwide  sales.) 

For  example,  foreign  sales — 80%  to 
90%  of  which  are  jeans — have  grown 
faster  than  either  the  domestic  jeans 
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market  or  nonjean  appar- 
el. Last  year  foreign  sales 
were  up  37%  to  $487 
million — a  full  third  of 
corporate  sales  but  only 
22%  of  total  profits.  For- 
eign margins  are  lower 
than  domestic  margins 
simply  because  of  ship- 
ping, tariff  and  currency  charges.  Even  if 
Western  Europe  develops  some  of  the 
same  problems  that  the  domestic  jeans 
market  has,  Levi  Strauss  is  just  now 
breaking  into  Eastern  Europe  through  a 
licensing  agreement  with  the  Hungarian 
government.  This  is  its  first  entry  into  a 
part  of  the  world  where  Levis  are  so  well 
known  and  sought  after  that  black-mar- 
ket prices  for  a  single  pair  often  reach  as 
much  as  $100. 

"We  only  have  15%  of  the  jeans  mar- 
ket internationally,"  says  Grohman.  "But 
we  can  get  25%  of  it — which  is  still  well 
below  our  domestic  market  penetra- 
tion." He  adds:  "Internationally,  jeans 
haven't  reached  the  kind  of  saturation 
they  have  in  the  U.S." 

Another  growth  opportunity  lies  in  the 
Levi  name.  The  company  has  licensed 
Brown  Group,  Inc.  in  the  U  S  and  Can- 
ada to  put  its  brand  on  casual  shoes  that 
retail  for  as  much  as  $32  a  pair.  On  that 
deal,  Levi  will  only  receive  royalty  pay- 
ments. But  its  newly  created  activewear 
division  will  eventually  produce  things 
like  ski  overalls,  down  parkas,  vests  and 
outershirts.  The  company  has  already 
put  its  brand  on  everything  from  wallets 
to  luggage  and  briefcases,  and  eventually 
it  will  branch  out  into  warm-up  suits  and 
tennis  and  jogging  outfits.  Analysts  be- 
lieve that  the  company  will  ultimately 
diversify  into  producing  sports  equip- 
ment appropriate  to  the  outdoor  apparel 
that  it  will  make. 

Levi  began  its  nonjean  diversification 
as  early  as  the  1950s  with  casual  men's 
slacks.  Then  in  1968  it  came  out  with 
Levi's  for  Gals,  a  division  renamed  worn- 
enswear  last  year. 

Peter  Haas  says  flatly 
that  he  believes  the  com- 
pany has  the  greatest  po- 
tential in  the  womens- 
wear  division,  today  only 
about  $62  million  in  sales 
or  4%  of  the  corporate 
total.  Building  that  divi- 
sion has  been  a  Levi  Strauss  goal  for 
nearly  a  decade.  Dominance  in  the  fash- 
ion-oriented, fragmented  apparel  indus- 
try won't  come  easy,  but  both  the  oppor- 
tunities and  the  resources  are  there. 

Says  Grohman:  "These  divisions  have 
had  to  play  second  fiddle  to  the  demand 
for  jeans.  What  we  plan  to  do  in  the 
future  is  use  our  number-one  asset,  our 
name,  more  aggressively  than  in  the 
past.  That  means  we'll  really  mobilize 
and  intensify  our  merchandising  and 
sales  force  behind  these  lines.  " 


Top  operating  officer  Robert  T.  Grohman 


Robert  D.  Haas 


Honoring  a  family  tradition. 


With  its  massive  supply  of  cash,  Levi 
can  expand  without  incurring  debt.  "We 
want  to  put  that  cash  to  work  for  us," 
says  Robert  Haas.  Adds  his  Uncle  Peter: 
"But  we  want  apparel  companies — 
something  where  our 
name  means  something, 
not  bubble-gum  compa- 
nies." There  are  prob- 
lems: Few,  if  any,  appar- 
el companies  have  the 
kind  of  returns  that  Levi 
Strauss  has  and  not  many 
are  big  enough  to  serve 
as  a  base  for  Levi  to  build  a  whole  new 
business.  Robert  Haas  will  only  say, 
"We'd  buy  something  tomorrow  if  the 
right  thing  came  along.  What  we  want  is 
some  kind  of  knowhow  we  lack,  either  of 
the  marketplace  or  technology." 

Adds  Grohman,  "We're  just  starting  to 
flex  our  marketing  muscle.  We  spent  $45 
million  in  advertising — twice  what  we 
spent  two  years  ago — to  assure  that. 

"What  seems  to  have  happened  is  that 
the  traditional  jeans  consumer  has 
broadened  his  wardrobe  to  sportswear. 
Well,  we  can  produce  anything  the  con- 
sumer wants.  We're  not  a  one-product 
company.  You  can't  relate  our  future  to 
the  future  of  denim  jeans.  " 

Without  quite  meaning  to,  Bob  Groh- 
man has  thus  summarized  Levi  Strauss' 
biggest  problem:  How  to  use  its  resourc- 
es, human  and  financial,  to  expand  the 
company's  horizons.  That's  the  com- 
pany's fifth-generation  problem,  the 
most  urgent  one  Bob  Haas  will  face. 

A  complex  man,  Robert  Haas  explains 
to  a  reporter  that  he  came  to  the  company 
founded  by  his  ancestor  only  because  he 
wanted  to  work  in  San  Francisco  for  a 
socially  responsive  company — any  social- 
ly responsible  company  within  the  shadow 
of  the  Golden  Gate  Bridge.  But  Haas 
doesn't  really  expect  the  listener  to  be- 
lieve that  his  decision  to  abandon  a  prom- 
ising outside  career  to  join  Levi  Strauss 
was  all  that  casual.  Bob  Haas  is  most 
certainly  not  a  casual  person.  This  tall, 
slender  young  man  could  have  done  well 
at  almost  anything.  He  graduated  from 
Berkeley  Phi  Beta  Kappa  and  valedictori- 
an and  was  a  Baker  scholar  at  Harvard.  He 
has  been  a  White  House  Fellow,  a  Peace 
Corps  volunteer  in  Africa  and  a  promising 
young  consultant  at  McKinsey  &  Co. 
Clearly  Bob  Haas  didn't  join  his  father  and 
uncle  and  grandfather  just  to  have  a  cushy 
job.  He  did  so,  after  some  reluctance, 
because  his  elders  persuaded  him  theirs 
was  a  family  tradition  worth  preserving. 

And  that  tradition  is  one  of  the  basic 
strengths  that  makes  Levi  Strauss  more 
than  just  another  billion-dollar  company 
which  happened  to  catch  a  lucky  trend. 

The  apparel  industry  seems  an  unlikely 
place  for  it,  but  Bob  Haas  will  get  his 
chance  to  build  this  blue  jeans  manufac- 
turer into  a  really  front-rank  American 
corporation.  ■ 
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Bill  Hopper's  Grand  Design 

Canada's  government  oil  company  may  not  match  Iran's — yet — 
but  its  ambitious  chief  executive  dreams  big  dreams. 


By  STEVEN  SOLOMON 

Wilbert  H.  Hopper  doesn't  look  or 
talk  so  much  like  a  bureaucrat  as  like  a 
businessman — a  businessman  of  over- 
weening ambition,  out  to  build  a  great 
company.  In  fact,  Hopper  seems  to  be 
both.  Which  is  why  he  frightens  Can- 
ada's oil  industry. 

A  sandy-haired,  45-year-old  geologist, 
Hopper  is  president  of  Petro-Canada, 
the  government  oil  company  created  by 
Parliament  in  1975  as  a  "catalyst"  and 
"window"  on  the  85%  foreign-owned 
(overwhelmingly  American)  Canadian  oil 
industry.  Petro-Canada,  in  effect,  is  sup- 
posed to  ensure  that  private  companies 
properly  develop  Canada's  oil  and  gas 
reserves  in  return  for  the  liberal  tax  and 
royalty  incentives  they  currently  enjoy. 

Develop  they'd  better.  Last 
June  Petro-Canada  made  an  un- 
friendly tender  for  $620-million 
(revenue)  Husky  Oil,  Ltd.,  be- 
cause— in  Hopper's  view — it  had 
been  dragging  its  feet  on  develop- 
ing its  western  Canada  heavy  oil 
reserves.  The  result  was  a  bidding 
war  with  Occidental  Petroleum, 
which  ended  when  Canadian- 
owned  Alberta  Gas  Trunkline  Co., 
Ltd.  snatched  away  the  prize  by 
quietly  buying  up  an  effective  con- 
trolling interest  in  Husky. 

Hopper  claims  he  wasn't  disap- 
pointed. Says  he:  "We  didn't  make 
the  acquisition,  true,  but  those  oil 
fields  are  now  in  Canadian  hands." 

Yet  he  seems  an  angry  man 
nonetheless,  a  man  who  doesn't 
like  losing.  Nor  does  he  seem  to 
like  being  cut  out  of  those  heavy 
oil  reserves.  They  would  have  jus- 
tified a  lot  of  empire-building,  and 
empire-building  appears  to  be 
what  Hopper  is  up  to. 

Hopper  was  assistant  deputy 
minister  of  the  Department  of  En- 
ergy, Mines  &  Resources  when  he 
joined  Petro-Canada  late  in  1975. 
By  reputation  he  is  far  from  anti- 
business.  In  fact,  he  encouraged 
Canada's  new  incentives  policy 
and  helped  roll  back  the  confisca- 
tory taxes  imposed  in  a  wave  of 
anti-oil-company  sentiment  fol- 
lowing the  1973  OPEC  embargo. 


Most  oilmen,  who  have  dubbed  Petro- 
Can's  red  brick  budding  in  Calgary  "Red 
Square,"  won't  talk  about  Hopper  on  the 
record.  Privately,  they  resent  his  domi- 
neering attitude  and  fault  him  for  lack  of 
planning  to  support  his  grand  designs. 
But  almost  to  a  man  they  respect  him. 
Says  one:  "Hopper  is  the  best  man  to  run 
a  government-owned  company.  He  has 
stood  up  to  the  industry.  He's  loyal  to  his 
cause.  He's  not  a  true  bureaucrat  and 
he's  conscious  of  cost." 

So  why  is  Bill  Hopper  so  frightening? 

Just  this:  Much  of  the  industry  is  con- 
vinced that  he  wants  to  build  Petro- 
Canada  into  a  giant  multinational  energy 
corporation,  even  if  he  ultimately  has  to 
acquire  a  lot  of  foreign-owned  companies 
along  the  way.  His  statements,  both 
publicly  and  in  a  recent  interview  with 


Petro-Canada' s  Hopper 


Intimidating,  brash,  but  respected. 


Forbes,  do  little  to  allay  those  fears. 

Nervously  puffing  on  a  cigarette,  Hop- 
per told  Forbes  he  wants  assets  for  Pet- 
ro-Can  that  produce  an  annual  cash  flow 
of  $2(X)  million  to  $400  million.  That 
would  make  Petro-Can  nearly  as  big  as 
Imperial  Oil,  Exxon's  70%-owned,  $5- 
billion  subsidiary  and  Canada's  biggest 
oil  company  (it  is  now  one-fourth  as  large 
in  total  assets). 

Too,  Hopper  talks  openly  of  doubling 
Canadian    ownership   of  the  industry 
within  ten  years  (more  than  doubling  it  if 
one  of  the  majors  sells  out).  He  foresees 
Petro-Can  drilling  off  Norway  and  Indo- 
nesia. Says  one  oilman:  "Bill  is  after  per- 
sonal recognition.  He  visualizes  himself 
more  as  an  international  diplomat  and 
negotiator  than  as  head  of  a  company." 
Moreover,  he  is  cutting  from  a  stacked 
deck.  The  proposed  Oil  &  Gas 
Act,  expected  to  pass  Parliament, 
would  give  Petro-Can  first  crack  at 
up  to  25%  of  all  new  federal  oil 
leases.  More  important,  the  bill 
would  give  the  company  the  right 
to  "back  in"  on  up  to  25%  of  all 
federal   lands   now  occupied  by 
producers  less  than  35%  Canadian 
owned  (without  the  traditional  re- 
imbursement for  prior  exploration 
costs)  when  their  leases  expire — 
and  three-fourths  of  those  leases 
will  expire  by  1981. 

Outright  takeovers  of  recalci- 
trant companies  remain  possible 
too.  Hopper  still  has  $500  million 
the  government  advanced  him  to 
buy  Husky  (part  of  an  approved 
budget  for  1978  of  $819  million). 
In  three  years  he  has  run  through 
$1.5  billion  in  government 
funds — funds  that,  it  was  original- 
ly hoped,  might  last  between  five 
and  seven  years.  Hopper  also  has 
$33  million  in  tax  credits  from 
Petro-Can's  frontier  exploration 
that  would  become  immediately 
usable  through  an  income-pro- 
ducing acquisition. 

He  says  he  has  several  acquisi- 
tion possibilities  in  mind,  not  only 
in  oil  and  gas,  but  in  coal.  "If  the 
price  is  right,  I'll  buy  anything," 
he  says.  "And  so  will  anybody 
else."  Says  an  oil  executive:  "The 
takeover  is  their  ultimate  weapon 


AS 
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Think  of  us  as 
an  uncommon  company. 

Basically. 


Corporate  strength  and 
vitality  is  a  product  of 
the  positive  attitudes 
and  well-being  of 
talented  people  □ 
which  is  why  over 
30%  of  our  corporate 
executives  and  staff 
keep  in  top  shape 
through  our  unique 
before-and-after- 
work  exercise  pro- 
gram □  we  believe 
ohysical  fitness 
oreeds  fiscal  fitness 
□  And  that's  basic 
involvement  with 
the  basics. 


EMHART 

For  more  information  about  the 

company,  write  V.P.  Public  Relations, 

P.O.  Box  2730,  Hartford,  Connecticut  06 1 0 1 


IBM  Reports 


The  wonder  of  technology 
versus  rising  prices 


In  Wonderland,  Alice  can 
shrink  magically  in  an  instant.  Magic, 
though,  can't  shrivel  prices. 

Except  perhaps  the  magic  of 
technology. 

A  set  of  computations  that 
cost  $1.26  on  an  IBM  computer 
in  1952  costs  only  7/10ths  of  a 
cent  today.  That's  because 
IBM  scientists  and  engineers 
have  put  their  imagination  and 
intelligence  to  work  to  create  and 
improve  information  technology. 

The  computing  power  of  a  machine 
which  filled  a  large  room  25  years  ago,  for 
example,  is  contained  in  circuits  that  now 
can  be  held  in  your  hand.  And  the  computa 
tion  speeds  are  over  a  thousand  times  faster. 


Magic?  We  call  it  innovation. 
Innovation  without  pause.  The 
technologies  being  explored  in  our 
laboratories  hold  even  greater 
promise. . .  things  with  curious 
names  like  magnetic  bubbles, 
fiber  optics  and  Josephson 
junctions  that  one  day  may 
make  today's  technology  seem 
prehistoric. 
With  every  innovative  advance, 
and  every  resulting  reduction  in 
computing  costs,  the  advantages 
of  information  technology  become 
available  to  more  and  more  people. 
Technology  which  increases  productivity. 
And  greater  productivity  can  indeed  help 
bring  costs  down  to  size. 


Helping  put  information  to  work  for  people 


Petro-Canada's  Big  Plans 


Petro-Canada's  expensive,  high-risk  ventures  span  the  map  of  Canada 


some  of  the  risks  inherent  in  the  indus- 
try." But,  he  adds,  choosing  his  words 
carefully:  "There  are  many  areas  where 
they  could  be  more  useful  than  in  taking 
over  a  functioning  company  like  Husky. 

Yet  that's  precisely  what  Hopper 
seems  to  have  in  mind.  Says  he:  "There 
is  no  question  that  in  this  country,  the 
majors  are  taking  turns  fixing  prices  of 
crude  oil  relative  to  the  U.S.  In  truth, 
the  free  market  system  hasn't  operated 
in  this  business  for  years.  So  we  can 
either  have  institutional  control  of  the  oil 
industry  or  government  control." 

Then,  sitting  back  in  his  chair,  he 
adds:  "I  am  always  a  little  amused  when 
Americans  react  suddenly  to  Canadian 
nationalism.  We  have  an  industry  here 
that  is  85%  foreign  controlled.  I  can't 
imagine  the  U.S.  tolerating  such  a  situa- 
tion. If  Saudi  Arabia  started  buying 
Exxon  stock  on  the  market,  I  think  Con- 
gress would  move  quic  kly  to  stop  it." 

Not  all  Canadian  government  officials 
agree  with  Hopper,  notably  the  pro- 
business  provincial  government  of  Al- 
berta, where  80%  of  Canada's  oil  is  pro- 
duced. But  he  has  plenty  of  money  and 
plenty  of  power;  so  he  may  very  well 
succeed  in  throwing  a  net  over  every- 
thing in  the  Canadian  oil  industry.  But  if 
he  does,  and  the  U.S.  oil  companies  slat  ( 
pulling  out,  will  Bill  Hopper  still  be 
talking  as  big  as  he  is  now?  Who  will 
meet  Canada's  energy  needs  then?  ■ 


Can  any  company — even  the  governr 

against  us.  Their  mandate  is  so  broad 
they  can  do  just  about  anything." 

Finally,  in  spite  of  his  pro-business 
reputation,  Hopper  can  indulge  in 
demagogical  rhetoric  when  it  suits  his 
political  purposes.  "The  industry  knows 
what  the  land  terms  are  going  to  be,  he 
says,  "so  if  they  say  they  can't  move  into 
the  frontier  because  of  the  great  uncer- 
tainty, that's  crap."  Or:  "The  oil  compa- 
nies can  either  reinvest  their  cash  or  give 
it  back  to  the  shareholders.  There  is 
nothing  management  hates  more  than 
giving  it  back.  They're  out  to  perpetuate 
their  own  greed." 

So  far,  while  Hopper  dreams  his  big 
dreams,  Petro-Can  has  yet  to  make 
much  of  its  present  holdings.  Its  oil  pro- 
duction was  down  last  year  on  lands  ac- 
quired along  with  Atlantic  Richfield's 
Canadian  subsidiary  in  1976.  Its  $300- 
million  investment  in  developing  west- 
ern Canada's  tar  sands,  its  $90-million 
Arctic  exploration,  its  plan  to  build  a 
liquefied  natural  gas  Arctic  tanker  fleet 
have  yielded  scarcely  any  revenue.  De- 
spite its  huge  land  holdings,  Petro-Can 
ranks  17th  in  production  among  Canadi- 
an oil  companies,  and  its  $89-inillion  rev- 
enues last  year  were  small  compared  to 
those  of  some  of  its  private  counterparts. 

That's  why  losing  Husky  was  such  a 
bitter  blow.  Petro-Can  needed  those  oil 
reserves — which  many  believe  may  be- 
come a  major  play  in  the  mid-1980s — 


nt's — afford  to  be  a  pioneer  forever? 

because  it  wants  production  to  match  its 
aspirations.  Why  let  the  private  compa- 
nies get  all  the  easy  oil,  while  the  gov- 
ernment gambles  millions  in  the  frozen 
north  or  on  the  tar  sands? 

It  was  a  political  loss,  too.  Says  Robert 
H.  Robinson,  vice  president  at  Gardiner 
Watson,  Ltd.,  the  Toronto  investment 
brokerage  house:  "Hopper  was  anxious 
to  get  on  the  boards  for  the  Trudeau 


".  . .  'If  Saudi  Arabia  started 
buying  Exxon  stock,  Con- 
gress would  move  in  quickly 
to  stop  it' .  .  ." 


government  with  the  $750-million  up- 
grading facility  that  would  be  needed  to 
develop  Husky's  heavy  oil  reserves.  That 
would  bring  in  a  lot  of  new  jobs. 

Does  Bill  Hopper  really  want  to  be  the 
Sheikh  Yamani  of  North  America?  Or  is 
he  simply  frightening  the  oil  companies 
into  a  use-it-or-lose-it  development  of 
Canada's  big  but  hard-to-get-at  reserves? 
Says  Dome  Petroleum  Chairman  John  P. 
Gallagher,  one  of  the  few  oilmen  who 
will  talk  for  attribution:  "Petro-Canada 
can  serve  a  useful  purpose  by  taking  on 
some  of  the  weight  in  long-term,  high- 
cost  frontier  exploration  as  well  as  by 
informing  the  federal  government  about 
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Yodd  expect  McDonnell  Douglas 
to  build  the 

worlds  best  fighter  aircraft... 


The  F-15  Eagle.  The  peace  keeper.  America's  air  ace 
With  extraordinary  radar  and  electronics,  more 
maneuverability,  it  is  awesome  enough  to  prevent 
attack,  powerful  enough  to  win.  It's  the  best 
fighter  aircraft  in  the  world.  And  it's  keeping 
watch  over  you. 


but  we  also  help  your  doctor 
in  diagnosis... 

Speaking  of  looking  after  you,  our  Vitek  Automicrobic 
System  (AMS) K  takes  the  process  one  step  further.  AMS  is 
a  health  care  system  we  developed  to  test  for  and  identify 
microbes  for  hospital  labs— in  only  one  day  or  less. 
But  more,  AMS  can  test  and  evaluate  the  performance 
of  antibiotics  on  the  particular  microbes  and  recommend  the 
most  efficient  treatment  to  your  physician.  And,  AMS 
delivers  a  complete  record  of  the  test,  monitored  hourly, 
automatically  at  the  end  of  its  four-to-thirteen-hour  cycle. 
Giving  the  attending  physician  what  he  wants  to  know— 
a  new  resource  from  space  age  technology  to  help  your  doctor  h 


elp  your  health. 


simulate  the  sea... 

We're  also  helping  designers  prepare  ocean  structures  for  a 
lifetime  of  hurricanes,  rough  seas,  mud  and  air  loads,  and  for  the 
debilitation  of  fatigue.  We  use  experience-based  programs  and 
one  or  more  of  our  host  of  computers  to  help  offshore 
technology  companies  build  and  work  with  greater  confidence. 
OFF-SHORE  — one  of  the  hundreds  of  data  capabilities  of 
our  fast-growing  MCAUTOK  Division. 


id  make  computers  that  talk... 


"12:30 
Commodity 
prices..." 


I'hich  brings  us  to  Mavis,  a  computer  that 
lalk  to  you  and  tell  you  what  you  want  to 
\j.  Developed  from  our  aircraft  technology 
rch,  Mavis  is  a  communication  system  we 
"taking  available  to  phone  companies  so 
[can  make  more  information  available  to  you. 

the  Mavis  system,  you  can  dial  a  predetermined 
per  and  Mavis  computers  can  give  you  — in  a  natural  sounding  human  voice— sports 
■s,  the  latest  stock  quotes,  ski  conditions,  weather  reports,  just  about  anything  you 

to  know  by  phone  in  your  home  or  office. 

McDonnell  Douglas,  we've  used  our  expertise  in  aircraft  and  aerospace  technology 
velop  products  and  systems  with  real  down-to-Earth  benefits  for  you.  Products 
hopefully  will  make  your  life  a  little  better,  easier  and  even  longer.  These  are  just  a 
lb  find  out  more  about  us  and  what  we're  doing,  just  write  McDonnell  Douglas, 
L4526,  St.  Louis,  MO  63178. 


/ 


We  bring  technology  to  life. 


PORTUNITY  IN  PROFESSIONAL  CAREERS  SEND  RESUME  BOX  14526.  ST  LOUIS.  MO  631  78 


Walter  Kissinger's 
Obstacle  Course 

He  has  learned  how  to  succeed,  but  will  success 
eventually  threaten  his  control  over  Allen  Group? 


You  can  GET  something  of  a  line  on 
Allen  Group's  Walter  B.  Kissinger  from 
the  way  he  decided  to  go  into  business. 
After  serving  in  Asia  with  the  Army 
during  World  War  II  and  then  with  the 
foreign  service,  he  went  to  Princeton  on 
the  G.I.  Bill  to  prepare  for  a  diplomatic- 
career.  But  he  decided  the  foreign  ser- 
vice was  the  wrong  choice  for  him: 
"Senator  McCarthy's  attacks  had  demor- 
alized it,  and  no  one  in  the  Administra- 
tion from  the  President  on  down  had 
the  courage  to  make  much  of  a  de- 
fense," he  says  in  the  German  accent  he 
shares  with  his  famed  older  brother, 
Henry.  So  he  applied  to  various  presti- 
gious graduate  schools,  and  was  accept- 
ed by  all  of  them — except  Harvard  Busi- 
ness School. 

Outraged,  he  made  a  beeline  for  Har- 
vard and  changed  the  professors'  minds. 
As  a  result,  two  years  later — in  1953 — he 
found  himself  with  an  M  B  A.  and  a 
budding  business  career.  "If  the  Harvard 
B.  School  had  accepted  me  initially,  I'm 
sure  I  wouldn't  have  gone  there,"  he 
says.  "I  only  want  to  do  what  someone 
thinks  I  can't  do." 

His  career  choice  seemed  a  disaster 
during  staff  jobs  at  General  Tire  6c  Bub- 
ber  and  Sperry  Band's  Univac  division. 
"I  thought  the  road  to  industrial  states- 
manship was  by  way  of  a  big  company," 
he  says.  "It  was  terribly  frustrating,  the 
most  unhappy  period  of  my  life." 

So  he  turned  to  small  companies 
where,  he  figured,  he  could  win  absolute 
power  if  he  could  engineer  a  successful 
turnaround.  From  1956  to  1962  he  was 
president  of  money-losing  Advanced 
Vacuum  Products,  an  electronics  manu- 
facturer. He  helped  build  it  from  about 
ten  employees,  a  negative  net  worth  and 
sales  of  $100,000  to  a  SlO-million  oper- 
ation which  was  sold  for  $4  million. 

His  next  spot  was  as  number-two  man 
at  Jervis  Corp.,  a  maker  of  parts  for 
aircraft,  autos  and  appliances,  whose 
sales  and  earnings  quadrupled  in  four 
years  to  $40  million  and  $1.7  million, 
respectively.     But     Walter  somehow 


lacked  the  touch  to  get  the  top  job.  So  he 
quit,  and  was  pondering  his  next  move 
when  in  1968  he  was,  as  he  puts  it, 
"seduced  to  join  the  board"  of  Allen 
Group  by  its  chairman,  Henry  Kohorn. 

Allen  was  a  scruffy  little  conglomerate 
that  had  grown  from  $3.8  million  to 
$100  million  (sales)  in  just  seven  years 
by  dint  of  some  25  widely  diversified, 
often  nonviable  acquisitions.  Apparently 
they  were  made  mostly  for  the  benefit 
of  insider-finders  like  wheeler-dealer 
Arthur  L.  Carter  and  Bert  Kleiner  of 


finally  was  made  president  and  chief 
executive. 

His  first  move  was  to  transfer  head- 
quarters at  once  from  Chicago  to  Mel- 
ville, Long  Island,  a  New  York  suburb 
conveniently  near  Kissinger's  home  and 
Arabian  horses.  His  second  was  to  head 
for  Los  Angeles  to  confront  Bert  Kleiner, 
who  had  several  more  acquisitions  (at 
handsome  finder's  fees)  already  lined  up. 
Kleiner  even  had  letters  of  intent  to 
accept  two  more  large  ones. 

When  Kissinger  said,  "I  intend  to  re- 


Conglomerate  jockey  Walter  B.  Kissinger  and  his  silver  saddle 
Heading  for  easy  riding  or  a  bumpy  takeover  battle? 


Los  Angeles'  Kleiner,  Bell  &  Co.,  the 
company's  investment  banker.  Kissinger 
recalls  that  he  was  soon  able  to  convince 
the  board  to  part  company  with  Carter, 
but  by  1969  Allen  Group's  overall  situa- 
tion looked  worse  and  worse:  Sixteen  of 
its  26  divisions  were  losing  money,  its 
cash  was  dec-fining  by  $1  million  a 
month  and  its  lenders  were  pointedly 
suggesting  sharp  reductions  in  short- 
term  debt.  So  hopeless  was  the  outlook, 
in  fact,  that  on  May  1,  1969  Kissinger 


pudiate  the  acquisitions,"  Kleiner  point- 
edly reminded  him  that  Kleiner,  Bell 
and  its  clients  had  put  Allen  together, 
probably  controlled  over  half  the  stock 
and  could  throw  him  out.  Kissinger 
shouted:  "Go  to  hell" — and  walked  out 
slamming  the  door.  "I  saw  no  choice,"  he 
recalls  today,  somewhat  more  calmly. 
"The  company  was  moving  in  the  direc- 
tion of  disaster.  " 

With  Kleiner  fired  as  the  company's 
investment  banker,  Kissinger  proceeded 
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to  get  rid  of  1 1  of  Allen's  26  businesses, 
which  accounted  for  a  third  of  the  origi- 
nal company's  sales.  He  then  picked  five 
areas  of  concentration.  Four  proved  to 
be  winners:  citizens-band  and  two-way 
radio  communication  antennas,  where 
Allen  is  far  and  away  the  largest  produc- 
er; auto  testing  and  service  equipment; 
auto  accessories — tools,  reflectors, 
lights,  etc. — for  retail  sale;  and  truck 
equipment,  including  replacement  radi- 
ators and  truck  cabs. 

The  one  big  loser  was  car-wash 
equipment,  which  Kissinger  hoped  oil 
companies  would  use  to  increase  gaso- 
line sales.  Anticipating  a  worldwide 
boom,  Allen  bought  into  a  Japanese 
company  and  acquired  a  big  German 
company  that  served  as  a  base  to  ex- 
pand into  France,  Italy,  South  Africa 
and  Australia.  Then  the  energy  crisis 
killed  the  potential  of  the  car-wash 
business,  dropping  the  company's  sales 
from  $16  million  to  $8  million  and  forc- 
ing it  to  withdraw  from  several  over- 
seas markets.  In  response,  the  stock 
market  pushed  Allen's  shares,  as  high 
as  58  in  1968,  to  4. 

Kissinger  got  Allen  out  of  the  slump 
the  hard  way,  selling  off  businesses, 
firing  nearly  a  third  of  the  company's 
employees  and  pushing  in  the  fields 
that  showed  promise.  One  stroke  of 
good  fortune  was  the  timely  boom  in 
CB  radios,  where  Kissinger  decided  to 


become  the  lowest-cost  antenna  maker 
by  building  a  plant  in  Puerto  Rico.  But 
because  he  wisely  resisted  the  tempta- 
tion to  go  into  CB  radios  himself,  Allen 
did  not  suffer  when  overproduction 
clobbered  the  radio  makers.  Now  there 
are  some  25  million  CB  sets  in  the 
U.S.,  and,  says  Kissinger,  the  average 
antenna  doesn't  have  "too  long  a  life  in 
view    of    breakage,     rust     and" — he 


". . .  'Oh,  how  I'd  like  to  do 
that  [throw  them  in  jail]  in 
business  sometimes/  says 
Walter  Kissinger  . .  ." 


smiles — 'what  we  do  to  it  with  our  car- 
wash  machines." 

Now  Allen  is  definitely  back  on  the 
up-tick,  with  1978  sales  predicted  at 
$290  million  to  $310  million,  vs.  1977's 
$280  million,  and  per-share  earnings  es- 
timated at  $2.60  to  $2.85,  vs.  $2.47.  The 
stock  has  recovered  recently,  all  the  way 
back  up  to  19.  But  is  Kissinger  a  happy 
man?  By  no  means.  For  one  thing,  there 
is  major  Allen  stockholder  (and  former 
Kleiner,  Bell  employee)  Sidney  King, 
who  owns  46,000  shares  and  is  now  a 
vice  president  of  the  Los  Angeles  office 
of  Drexel  Burnham  Lambert. 

"Who  told  you  about  him?"  asked  Kis- 


singer, shooting  up  out  of  his  chair. 
"Leave  him  out  of  your  story,  please. 

But  King  can't  be  left  out.  He  is  a 
representative,  symbolic  if  not  actual,  of 
all  those  Allen  stockholders  who  bought 
in  when  the  stock  sold  in  the  r>0s  ami  60s, 
and  whose  discontent  presents  Kissinger 
with  the  ever-present  threat  of  takeover. 
It  isn't  just  a  phobia.  "I  actually  instigat- 
ed a  takeover  [of  Allen]  on  a  friendly 
basis  by  a  high-class  company,"  says 
King.  "But  Walter  likes  to  run  the 
show."  In  fact,  Kissinger  has  recently 
written  an  article  for  The  New'  York 
Times  and  even  considered  taking  out 
ads  making  a  vigorous  case  against  un- 
friendly takeovers. 

The  ultimate  irony  would  be  if  Walter 
Kissinger's  rescue  of  Allen  Group  merely 
cleaned  it  up  to  the  point  where  it  be- 
came a  desirable  takeover  target.  Yet 
that  is  a  clear  and  present  danger:  After 
all,  who  wants  to  take  over  a  weak,  ill- 
run  company? 

It's  enough  to  make  Walter  Kissinger 
think  wistfully  of  the  days  soon  after  the 
end  of  World  War  II  when  he  was  in 
Korea  charged  with  getting  the  country's 
mines  back  into  operation.  When  rioters 
closed  down  one  mine,  he  merely  called 
in  a  U.S.  Army  unit  and  had  them  all 
thrown  into  jail. 

"Oh,  how  I'd  like  to  do  that  in  busi- 
ness sometimes,"  he  laughs.  "It  was  kind 
of  fun.  "  ■ 


That's  a  Butler  building?' 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more,  call  the  local 
independent  contractor  who  can 


build  one  for  you.  See  "Butler 
Mfg.  Co.  Builder"  in  the  White 
Pages.  Or  write  Butler  Mfg.  Go.. 
Dept.  B-397,  BMA  Tower, 
Kansas  City,  Mo.  64141         84?  14 


BUTLER 


Annual  Mutual  Fund  Survey:  1978 


Fund  investors  may  be  hurrying 
a  bit  too  fast  to  get  out. 


The  cood  news  about  U.S.  mutual 
funds  in  L978  is  tliat  the  money  market 
funds  an  booming:  Their  assets  crossed 
tli*-  $7-billion  mark  around  midyear, 
compared  with  less  than  half  that  just 
nine  mouths  earlier. 

The  bad  news  is  that  that  is  about  the 
only  piece  of  good  news  for  the  industry: 
In  every  other  sector,  the  numbers  have 
been  going  from  good  to  fair — ii  not  all 
the  way  down  to  awful. 

Behind  the  burgeoning  of  the  money 
market  funds  was,  of  course,  the  jump  in 
interest  rates  to  the  highest  levels  since 
1974,  as  the  return  on  90-day  U.S.  Trea- 
sury bills  spurted  from  5%  to  nearly  7% 
in  less  than  a  year.  No  fewer  than  53 
funds  have  now  followed  the  1974  entry 
of  pioneering  Reserve  Fund  into  the 
money  market  fund  business.  Some  of 
the  relative  newcomers  have  grown  very 


large  The  Merrill  Lynch  Ready  Assets 
Trust  Fund,  for  example,  has  swollen 
from  $300  million  to  over  $1  billion  since 
last  September.  Combined,  the  money 
market  funds  now  comprise  L3%  of  all 
mutual  fund  assets. 

But  they  are  the  oidy  real  bright  spot. 
The  very  total  of  mutual  fund  assets — 
$•53  billion — suggests  the  disarray  in  the 
industry.  Ten  years  ago  the  figure  was 
$52.7  billion,  which  means  that  the  in- 
dustry has  shown  virtually  no  growth, 
despite  the  introduction  of  imaginative 
new  types  of  funds,  in  a  decade  when  the 
size  of  the  U.S.  economy  was  more  than 
doubling.  Once  one  of  the  major  invest- 
ment outlets  for  the  individual  investor, 
the  mutual  funds  are  obviously  diminish- 
ing in  importance.  The  number  of  ac- 
counts carried  by  all  mutual  funds  (ex- 
cepting only  money  market  funds)  has 


dwindled  from  10.6  million  to  8.5  million 
in  the  last  6V2  years. 

What  about  the  bond  funds?  Sales  of 
tax-exempt  municipal  bond  funds  arc 
running  about  $560  million  ahead  of  re- 
demptions so  far  this  year,  while  sales  of 
high-yielding  corporate  bond  funds  are 
outpacing  redemptions  by  more  than 
$300  million.  That  is  not  bad  but  it  is  not 
as  good  as  last  year,  when  municipal 
funds  showed  a  net  sales  bulge  of  $1.6 
billion;  corporate  funds,  $600  million. 

The  poorest  net  sales  came  from  the 
industry's  heart,  the  stock  mutual  funds 
that  make  up  nearly  two-thirds — $35  bil- 
lion— of  the  fund  industry's  $.53  billion  in 
total  assets.  Last  year  the  stock  funds  had 
nearly  twice  as  much  redemptions  as 
sales:  $4.7  billion,  vs.  $2.4  billion.  In  this 
year's  first  half  the  stampede  continued, 
with   redemptions   exceeding  sales  by 


THE  UPS  .  .  .  THE  DOWNS  .  . 


Here,  on  Standard  &  Poor's  500  Stock  Average,  are  the  market 
segments  against  which  FORBES  measures  mutual  fund  performance. 


Rising  Markets 


Declining  Markets 


11/29/68- 
5/26/70 

-36% 


5/26/70- 
1/11/73 


1/11/73- 
10/3/74 

48% 


10/  3  /74- 
9/21/76 


3/6  /78- 
6/30/78 


9/21/76- 
3/6/78 

-19%  +10% 
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Vanguard  gives  you... 

365  DIVIDENDS 
A  YEAR. 

Your  extra  cash  invested  in  Whitehall  Money  Market  Trust  works  every 
day  of  the  year.  Dividends  are  declared  and  credited  to  your  account 
daily.  Additional  benefits  include: 

•  Current  high  money  market  yields     •  A  quality  portfolio  of  invest- 

•  Free  checkwriting  ments  noted  for  their  stability 

•  No  sales  commission,  no  (and  relative 
redemption  fee 

•  Dail>  liquidity . . .  immediate  MXlL  COUPON  OR 

.  loTcos, your  investmen'        CALL  TOLL  FREE: 

•  Continuous  professional  (800)  523"7910 


management  of  your  investment 


In  Pennsylvania,  tall  collect: 
(215)  293-1100 


-  -Whitehall-  - 

Unnmi  M^iiatTmct  FORN-500 


■ Money  Market  Trust 
Whitehall  Money  Market  Trim  I 

■ Box  1100,  Drummer's  Lane,  Valley  Forge,  Pennsylvania  19482 
I  would  like  more  complete  information  including  advisory  fees,  distribution  chargeSj^B 

■ and  other  expenses.  Please  send  me  a  prospectus  so  I  may  read  it  carefully  before  1  inve^C  m 
or  send  money.  p  .  S  I 

A  MEMBER  OF  Nra'mf 


|  the Vanguard  AddreSs_ 


GROUP 


OF  INVESTMENT  COMPANIES      tMV  StaIC  Zlf  J| 


LOOKING  FOR  INCOME 
WITH  CAPITAL  GROWTH? 


account 

t  plan 

^AutomaUcmve^ng 

l\  PVan 


FINANCIAL 
INDUSTRIAL 

INCOME 

FUND 


A  NO-LOAD  MUTUAL  FUND 

For  more  complete  information 
about  Financial  Industrial  Income 
Fund  including  charges  and  ex- 
penses send  for  a  prospectus. 
Read  it  carefully  before  you  invest 
I    or  forward  funds. 

No  Sales  Charge  •  No  Redemption  Fee 


Call  Toil-Free  1-800-525-6148  for  a  prospectus  or  send  ad  to: 
Financial  Programs,  Inc.  P.O.  Box  2040,  Denver,  CO  80201 

4-FB-3F6T-20 

Print  Name  .  


Address  

City/State/Zip . 
Phone  


The  Honor  Ro 


Name  (Number  of  Times  on  Honor  Roll) 
DIVERSIFIED  STOCK  FUNDS 

Charter  Fund  (1) 
Founders  Fund-Special  (1) 
Guardian  Mutual  Fund  (3) 
Mathers  Fund  (1) 
Mutual  Shares  (3) 
Pioneer  Fund  (5) 

20th  Century-Income  Investors  (1) 
Windsor  Fund  (4) 

BALANCED  FUNDS 

Kemper  Total  Return  Fund  (4) 
FUNDS  FOR  INVESTING  ABROAD 

Japan  Fund  (5) 

Templeton  Growth  Fund  (5) 

'The  sum  of  the  1 0-year  average  annual  growth  rata 


well  over  $1  billion;  and  the  figure  would 
probably  have  been  still  larger  but  for 
the  stock  market  selloff  that  made  re- 
demption an  often  costly  process. 

Why  are  stock  fund  investors  so  disen- 
chanted? For  a  very  apparent  reason. 
Since  the  end  of  November  1968,  the 
247  stock  funds  (ten  years  old  or  older) 
listed  below  have  averaged  a  negative 
compounded  annual  growth  rate  of  1.4% 
with  capital  gains  reinvested — actually 
poorer  than  the  stock  market  itself  as 
measured  by  the  Standard  &  Poor's  500- 
stock  average  (down  1.3%).  This  year's 
rally,  far  from  cheering  many  mutual 
fund  investors,  merely  encouraged  them 
to  cash  in  their  chips.  "When  investors 
get  back  to  their  cost  after  they  have 
been  through  a  severe  bear  market  like 
the  one  we've  been  through  since  1972," 
says  President  Neil  Bond  of  T.  Rowe 
Price's  Growth  Stock  Fund,  "they  tend 
to  sell,  and  breathe  a  sigh  of  relief.  " 

In  recent  months  investors  have  been 
doing  just  that — in  the  face  of  much  bet- 
ter fund  performance.  In  the  latest  12 
months  the  stock  funds  have  outper- 
formed the  market  averages,  with  an 
8. 1%  gain  vs.  a  4.9%  decline  for  the  S&P 
500  and  a  10.6%  decline  for  the  Dow 
Jones  industrial  index.  In  short,  stock 
mutual  fund  shareholders  are  getting  out 
in  droves  at  the  very  time  when  the  stock 
funds  are  beginning  to  perform  better. 
They  are  selling  when  they  ought  to  be 
buying— at  least  they  ought  to  be  buying 
in  the  better-managed  no-load  funds. 

Something  on  the  same  order  seems  to 
be  happening  in  the  municipal  bond 
funds.  As  interest  rates  rose,  the  existing 
municipal  funds  inevitably  suffered  a 
shrinkage  of  their  portfolios,  consisting 
as  they  did  of  bonds  bought  when  rates 
were  lower.  One  fund — the  Fidelity  Mu- 
nicipal Bond  Fund — suffered  a  drop  in 
assets  from  $800  million  to  $600  million 
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PROUD  OF  OUR  PAST. . . 
CONFIDENT  OF  OUR  FUTURE 

THE 


FUNDS 


1978's  Winners 

Ratings  Total 

Up       Down     Total  Assets 

Type          Markets  Markets  Return*  (mil.) 


'  e  latest  12-month  return  from  income  distributions. 


Load 

A+ 

A 

8.4% 

$  15.5 

Load 

B 

A 

7.4 

15.0 

No-Load 

B 

B 

6.2 

90.0 

No-Load 

A 

C 

6.0 

103.6 

No-Load 

B 

A 

9.3 

45.0 

Load 

B 

B 

6.8 

476.4 

No-Load 

B 

A 

6.3 

2.8 

No-Load 

B 

B 

7.1 

574.8 

Load 

A+ 

C 

6.7 

42.1 

Closed-End 

A+ 

A 

21.1 

200  7 

Load 

A 

A+ 

18.5 

170.5 

in  the  last  four  months  alone,  though 
some  of  this  came  from  redemptions. 
This  does  not  mean  that  such  municipal 
funds  have  really  lost  money.  The  prob- 
ability that  their  bond  holdings  will  be 
redeemed  on  schedule  at  maturity  is  just 
as  great.  But  fund  investors  may  be 
frightened  into  thinking  that  municipal 
funds  have  suffered  losses. 

Are  mutual  fund  investors  in  the  pro- 
cess of  justifying  the  old  sneer  of  the 
professional  trader  about  the  odd-lotter- 
small-investor,  that  he  always  buys  at  the 
top  and  sells  at  the  bottom?  This  may  be 
just  the  time  when  the  oft-proclaimed 
advantages  of  the  stock  funds — profes- 
sional management  plus  diversifica- 
tion— are  beginning  to  pay  off;  yet  stock 
fund  holders  are  deserting  in  droves. 
The  picture  is  even  clearer  in  municipal 
and  corporate  funds.  An  intelligent  in- 
vestor who  believes,  with  Forbes'  Eco- 
nomics Editor  Ben  Weberman  (Aug.  7), 
that  interest  rates  are  soon  likely  to  edge 
downward  should  consider  buying  no- 
load  municipal  or  corporate  funds  to  lock 
in  today's  high  rates.  And  a  well-in- 
formed investor  who  thinks  that  stocks 
are  cheap  at  present  prices  could  do  a 
good  deal  worse  than  buying  a  piece  of 
the  stock  market  through  the  purchase  of 
a  well-managed  no-load  stock  fund. 
Which  ones  are  well  managed?  Study 
the  figures  on  the  following  pages.  They 
provide  clear-cut  evidence,  based  on  so- 
phisticated yardsticks,  of  which  funds 
consistently  do  well  and  which  do  not. 

Over  a  ten-year  period  that  includes 
three  bull  and  three  bear  markets,  our 
survey  assesses  the  funds  for  three  vari- 
ables: consistency  of  performance,  in- 
vestment results  and  dividend  return. 
To  score  high  a  fund  must  perform  con- 
sistently in  all  six  up  and  down  markets 
Not  many  have,  but  there  are  brilliant 
ex<  eptions.  ■ 


Two 

Mutual 

Funds 

seeking 

long-term 

growth 

through 

investments  in 

U.S.  and  Foreign 

securities. 


Teebrochure  &  prospectus  available. 
OB 


Address 


State 


Zip 


The  index  fund  from  Vanguard  :■ 


YottVe  read  about  it. 
Now  you  can  invest  in  it. 


First  Index  is  the  only  Fund  that 
offers  you  the  same  "maich-the- 
stoek  market"  strategy  that  many 
large  institutional  investors  are  using. 

How  it  works:  When  you  invest 
in  First  Index,  you  share  in  a  port  fo- 
lio which  has  a  better  than  99%  cor- 
relation to  the  S&P  500  Stock  Index, 
the  broad  market  indicator  that  has 
consistently  outperformed  the 
majority  of  all  institutional  invest- 
ment accounts ..  .year  after  year. 
The  Fund  is  essentially  "unman- 
aged"... it  seeks  to  match  the 
performance  of  the  S&P  500  Index 


simply  by  owning  all  501)  stocks  in 
the  Index  in  proportions  which 
reflect  their  weightings  in  the  Index. 

The  result:  Broad  diversifica- 
tion. And  low  portfolio  turnover 
which  further  improves  performance 
by  reducing  costs. 

I  he  Fund  also  offers  additional 
advantages.  There  is  no  sales  com 
mission,  no  redemption  fee  and  no 
advisory  fee.  I  he  minimum  initial 
investment  is  $1,500.  Subsequent 
investments  can  be  made  in  amounts 
of  $50  or  more. 


Mail  coupon  or  call  toll -tree:  (800)  523-7910 

In  Pennsylvania,  call  collect:  (215)  293-1100 


r-i  — —  —  ■  First  Index-  —  —  —  —  * 
im.i-%rw?iinrmmw?wY  T<M»«i*3nr  toKN  LOO 


INVESTMENT  TRUST 

lirst  Index  Investment  Trust 

Box  1100,  Drummer's  Lane,  Valley  Forge.  Pennsylvania  19482 

/  would  like  mora  ompiele  information  including  distribution  charges,  and  other  expenses.  J 


1 


/'lease  send  me  a  prospectus  so  I  may  read  it  carefully  before  I  invest  or  send  money. 


A  MLMBtR  Or 

i  mi  Vanguard 

**  GROUP 

OF  INVESTMENT  COMPANIES 


Print 
Name 

Address 

City  


State 


Zip 


I 
I 
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FORBES 


What  The  Ratings  Mean 

Forbes  rates  mutual  funds  on  the  basis  of  their  performance  in  each  of 
three  rising  markets  and  three  falling  markets.  To  get  a  high  score,  a 
fund  must  show  superior  performance  in  all  three  up  or  down  periods. 
In  up  markets,  the  top  12.5%  of  all  funds  are  initially  awarded  an  A  + 
rating,  the  next  12. 5%  get  an  A.  the  next  25%  get  B,  the  next  25%  get 
C,  the  lowest  25"?  get  D  In  down  markets,  the  ratings  range  from  A  to 
F.  with  an  occasional  A+  awarded  for  outstanding  performance.  In 
both  the  up-market  and  down-market  ratings,  downward  adjustments 
are  made  in  cases  where  performance  in  the  most  recent  of  the  three 
periods  has  been  substantially  below  the  average  of  all  three.  In  effect, 
the  most  recent  period  counts  for  more.  After  all.  it's  how  you're  doing 
that  counts,  not  how  you  did. 


Explanation  of  Column  Headings 

The  Performance  Ratings  are  based  on  the  following  UP  and  DOWN 
markets:  UP,  5/26/70-1/11/73;  10/3/74-9/21/76;  3/6/78-6/30/78.  DOWN, 
11/29/68-5/26/70;  1/11/73-10/3/74;  9/21/76-3/6/78.  In  determining  per- 
formance ratings  and  investment  results,  capital  gains  distributions  have 
been  reinvested,  but  income  dividends  have  not.  Results  are  based  on 
investments  at  net  asset  value  and  do  not  allow  for  sales  charges.  In  the 
Investment  Results  section,  the  latest  12  months  is  the  period  from  June 
30.  1977  to  June  30.  1978;  the  10-year  average  annual  growth  rate  covers 
the  period  from  November  29.  1968  to  June  30.  1978.  Dividend  Return  is 
based  on  June  30.  1978  net  asset  value  and  the  income  payout  for  the 
preceding  12  months  Annual  expenses  include  management  fees  and 
operating  expenses  as  a  percentage  of  average  net  assets. 


FUND  RATINGS-1978 

Performance 

Investment 

Ratings 

Results 

10-Year 

Average 

Latest 

Total  Assets 

In 

In 

Latest 

Annual 

12  Months 

6  30  78   %  Change 

Maximum 

Annual 

UP 

DOWN 

12  Months 

Growth 

Dividend 

In         1978  vs. 

Sales 

Expenses 

Markets 

Markets 

Gain 

Rate 

Return 

Millions  1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9% 

-1.3% 

5.3% 

C 

D 

FORBES  Stock  Fund  Average 

0.5% 

-2.1% 

3.6% 

STOCK  FUNDS  (LOAD) 

Affiliated  Fund    -8.3%  -0.1% 

AMCAP  Fund    33.3  2.9 

American  Birthright  Trust  (started  5/70)    -1.7 

American  General  Capital  Growth  Fund    4.6  -  7.0 

American  General  Venture  Fund  (started  10/70)  .  36.3  — 

American  Growth  Fund    10.3  0.9 

American  Insurance  &  Industrial  Fund   2.6  5  3 

American  Leaders  Fund  (started  2/69)   -5.9 

American  Mutual  Fund    4  9  1.3 

American  National  Growth  Fund    23.8  1.6 

American  Option  &  Equity  Fund*  (started  1/69)  . .  -7.9  — 

Anchor  Growth  Fund    4  5  -  7.2 

Axe-Houghton  Stock  Fund    0.5  -  2.3 

Berkshire  Capital  Fund  (started  12/68)    -7.0 

BLC  Growth  Fund  (started  10/69)   10.4  — 

BLC  Income  Fund  (started  10/69)    -4.1 

Bondstock  Corp    3.7  -  3.7 

Boston  Mutual  Fund  (started  1  69)    2.7  -  3.7 

Broad  Street  Investing  Corp    -3.7  1.1 

Brown  Fund    2.3  -  1.5 

Bullock  Fund    -1.8  -0  4 

Capital  Fund  of  America   20.4  -  4  5 

The  Cardinal  Fund    7  5  -  1.1 

Century  Shares  Trust    06  1.2 

CGFund    4  6  -0.5 

Charter  Fund    21.4  7  3 

Chase  Frontier  Capital  Fund  of  Boston    15.2  -  7.6 

The  Chase  Fund  of  Boston    -1.6  -  8  0 

Chase  Special  Fund  of  Boston  (started  7/69)    101 

Chemical  Fund   5  2  0.5 

The  Colonial  Fund    -4  6  -  3.8 

Colonial  Growth  Shares   -1.5  -  4.9 

Common  Stock  Fund  of  State  Bond  and  Mtge  Co  .  -1.4  -  2.3 

Commonwealth  Fund  IndentureofTrustPlansA&B  -59  -5.3 

Commonwealth  Fund  Indenture  of  Trust  Plan  C    ..  -7.3  -3  1 

Composite  Fund   7  6  -3.1 

Comstock  Fund    15.2  14 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B"  -9.9  -0.7 

Country  Capital  Investment  Fund   -0.5  -  1.8 

Decatur  Income  Fund    -6  6  -  0  4 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A 

*  Formerly  American  Equity  Fund. 

t   Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 


C 

A+ 

•  D 
B 

•  B 


D 
B 

•A 
F 

•C 


5.0% 
1.6 
none 
2.6 
0.2 


$1,445.5 
65.4 
485 

155.7 
13.2 


-11.8 
18.5 
30.0 

-10.3 
29.4 


7.25 
8.50 
8.50 
8.50 
8.50 


$0.41 

0.93 
1.50 
0.65 
1.32 


A 
B 
•  D 

B 

C 


2.3 
2.9 
4.1 
4.8 
2.5 


15.6 
11.2 
16.2 
339.6 
25.9 


4.0 
9.8 
-194 
0.1 

25.7 


7.25 
8.50 
6.50 
8.50 
8.50 


1  50 
100 
1.33 
0.60 

:  «~ 


•  D 

F 
C 

•  F 

•  D 


1.8 
3.2 
1.0 
3.6 

2.3 


3.1 
167.4 
68.4 
5.1 
9.1 


-3.1 
-13.0 
-15.6 
-12.1 
5.8 


8.50 
7.25 
8.50 
8.50 
8.50 


1.52 
0.65 
0.91 
1.44 
1.02 


•  B 

D 
F 
C 
D 


5.5 
4.0 
2.5 
5.0 
2.5 


10.8 
17.5 
3.3 
308.1 
3.4 


0.0 
-9.3 
-15.4 
-9.6 

3.0 


8.50 
8.50 
8.50 
7.25 
7.25 


0.97 
0.82 
102 
0.45 
1.42 


3.8 
2.0 
3.4 
3.1 

2.5 


137.3 
94.4 
12.3 
65.5 

118.1 


-9.4 
3.1 
-6.1 
-7.6 
-4.8 


8.50 
8.50 
8.50 
7.25 
7.50 


0.72 
0.94 
1.00 
0.57 
0.71 


A+ 

B 

C 

B 

B 


A 
F 
F 
•  F 

C 


1.1 

0.5 
3.7 
1.0 
2.9 


15.5 
12.4 
28.4 
10.0 
739.0 


14.8 

-6.1 
-14.2 
-8.3 
-3.8 


8.50 
8.50 
8.50 
8.50 
8.50 


1.78 
1.51 
0.96 
1.51 
0.53 


53 

2.6 
2.9 
6.9 
6.3 


82.7 
58.5 
34.9 
14.4 
40.1 


-17.5 
-15.0 
-6.4 
-20.0 
-13.6 


8.50 
8.50 
8.50 
7.50 
7.50 


0.79 
1.09 
1.17 
0.61 
0.74 


2.7 
3.1 
5.5 
2.8 
6.1 


23.9 
95.5 
43.8 
40.6 
246.1 


-14.3 
20.3 

-10.6 
-1.7 

-10.7 


7.00 
8.50 

7.50 
8.50 


0.94 
0.89 
0.13 
0.91 
0.80 
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=UND  RATINGS-1978 


•erformance 
atings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


10- Year 

Average 

Latest 

Total  Assets 

Latest 

Annual 

12  Months 

6/30/78   %  Change 

Maximum 

12  Months 

Growth 

Dividend 

In         1978  vs. 

Sales 

Gain 

Rate 

Return 

Millions  1977 

Charge 

-4.9% 

-1.3% 

5.3% 

0.5% 

-2.1% 

3.6% 

Annual 
Expenses 
Per $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


STOCK  FUNDS  (LOAD) 


C           D      Delaware  Fund    -1.2%  -1.7% 

C           D      Delta  Trend  Fund    14.6  -  5.1 

C          »F      Directors  Capital  Fund  (started  2/70)   -8.8  — 

D           C      Diversified  Fund  of  State  Bond  &  Mortgage  Co   ..  -1.8  0.1 

C           C      Dividend  Shares   -7.3  _  0.9 

The  Dreyfus  Fund    5.1 

The  Dreyfus  Leverage  Fund  (started  6/69)   8  3 

Eaton  &  Howard  Funds   

Growth   13.3 

Special    11.0 

Stock    -3.7 

D           F      Enterprise  Fund    10.0  -  6.3 

D           C      Equity  Growth  Fund  of  America   11.3  -3.3 

A           F      Fairfield  Fund                                                 1.8  -4.9 

B           F      Fidelity  Capital  Fund                                          5.2  -  5.0 

•A         »A      Fidelity  Destiny  Fund  (started  7/70)   20.9  — 

C           D      Fidelity  Fund   -1.7  -0.5 

B           F      Fidelity  Trend  Fund    4  4  -2.9 

B  »F      First  Investors  Discovery  Fund  (started  9/69)    29.6 

C           C      First  Investors  Fund   -8.1  -  2.2 

A           F       First  investors  Fund  for  Growth    15.2  -2.2 


4.5% 
1.0 
none 
4.4 
4.4 


$285.3 
9.0 
3.0 
5.2 
257.5 


-14.2 
-1.1 

-18.9 
10.6 

-11.9 


8.50% 

8.50 

8.50 

8.50 

8.50 


$0.74 
1.60 
4.84 
1.02 
0.76 


C 
•B 

F 
F 
F 


-  1.1 


3.4 
7.8 
5.1 


3.9 
1.9 

1.3 
1.7 
4.3 


1,447.1 
254.5 

28.5 
16.0 
89.9 


-2.3 
-1.9 

8.0 
-3.6 
-16.4 


8.50 
8.50 

7.25 
7.25 
7.25 


0.72 
1.00 

1.09 
1.43 
0.71 


3.1 
2.2 
2.3 
2.1 
2.6 


157.1 
34.5 
27.2 

219.6 
92.2 


-4.8 
-3.6 
-13.7 
-9.4 
44.3 


1.50 
1.50 
1.00 
1.50 
t 


0.98 
1.27 
1.09 
0.72 
0.90 


4.4 

2.1 
0.4 
7.3 
2.2 


504.5 
467.3 
4.4 
15.6 
65.8 


-11.9 
-11.1 
10.0 
-15.2 
-0.2 


1.50 
1.50 
1.50 
:.50 
1.50 


0.56 
0.68 
1.50 
1.07 
0.98 


D 

B 

Founders  Funds 

  6.6 

-  1.4 

2.6 

0.5 

-28.6 

t 

1.74 

D 

F 

  4.0 

-4.8 

2.2 

29.7 

-9.2 

8.50 

1.44 

D 

B 

  -4.9 

-2.3 

5.1 

5.6 

-11.1 

8.50 

1.50 

C 

C 

  11.1 

-  1.7 

4.5 

137.2 

-13.9 

8.50 

0.47 

B 

A 

  12.4 

5.6 

1.8 

15.0 

-8.5 

8.50 

1.50 

Franklin  Custodian  Funds 

A 

F 

  21.4 

-4.4 

1.1 

11.3 

-13.1 

7.25 

1.14 

A 

D 

Growth  Series   

  18.0 

1.5 

1.3 

12.3 

-4.7 

7.25 

1.00 

D 

B 

  -2.3 

-4.1 

6.5 

11.7 

-5.7 

7.25 

1.12 

D 

B 

Freedom  Fund   

  -4.9 

-2.3 

4.6 

17.8 

-13.6 

8.50 

1.18 

D 

D 

-0.2 

-6.0 

4.1 

43.8 

-7.4 

8.50 

0.88 

A+ 

•D 

Fund  of  the  Southwest  (started  10/69)   

28.1 

1.7 

2.0 

0.0 

7.50 

1.00 

D 

D 

Fundamental  Investors   

-2.9 

-4.2 

4.1 

461.7 

-16.2 

7.25 

0.61 

D 

F 

17.0 

-9.8 

none 

0.4 

0.0 

t 

4.89 

•B 

•F 

The  Fundpack  (started  10/70)  

10.3 

none 

3.4 

-53.4 

1.50 

1.26 

D 

B 

Growth  Fund  of  America  

38.0 

-2.0 

0.4 

46.0 

23.0 

8.50 

1.27 

C 

F 

Hamilton  Funds   

-2.6 

-3.6 

4.3 

345.1 

-12.2 

8.50 

0.72 

B 

•F 

Hamilton  Growth  Fund  (started  12/68)   

2.5 

3.8 

27.9 

-9.7 

8.50 

1.25 

C 

F 

John  Hancock  Growth  Fund  (started  2/69)   

1.4 

-6.0 

2.2 

26.4 

-8.0 

8.00 

1.22 

D 

B 

-0.5 

-2.7 

6.2 

116.2 

-9.2 

8.50 

0.70 

•D 

•D 

IDS  Growth  Fund  (started  3/72)   

19.0 

1.1 

75.9 

23.0 

t 

0.67 

A 

F 

10.1 

-  1.3 

1.5 

187.7 

-8.5 

800 

0.62 

A 

•F 

IDS  Progressive  Fund  (started  1/69)  

9.0 

2.8 

142.5 

-6.3 

8.00 

0.68 

C 

•D 

Impact  Fund  (started  8/69)   

-5.9 

4.6 

9.9 

-15.4 

2.50 

1.50 

B 

D 

11.0 

-5.0 

1.2 

13.4 

-8.2 

8.50 

1.45 

C 

D 

....  -10.5 

-2.9 

3.4 

54.3 

-19.9 

2.56 

0.99 

•   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t    Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 

t   Available  only  through  contractual  plan. 
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RATINGS- 1978 


Performance 
Ratings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


10-Year 

Average 

Latest 

Latest 

Annual 

12  Months 

12  Months 

Growth 

Dividend 

Gain 

Rate 

Return 

-4.9% 

-1.3% 

5.3% 

0.5% 

-2.1% 

3.6% 

Total  Assets 


6/30/78 
In 

Millions 


%  Change 
1978  vs. 
1977 


Maximum 
Sales 
Charge 


Annual 
Expenses 
Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


STOCK  FUNDS  (LOAD) 


The  Investment  Co  of  America                                6.3%  1.1% 

Investment  Trust  of  Boston   -1.7  -0.8 

Investors  Research  Fund    16.7  3.1 

Investors  Stock  Fund   -5.9  -2.1 

Investors  Variable  Payment  Fund                              3.9  -  3.7 

ISI  Growth  Fund   13.4  -  3.0 

ISI  Income  Fund    -0.9  -  4.3 

ISI  Trust  Fund  (started  8/70)   2  1 

Istel  Fund                                                            4  4  0  5 

JP  Growth  Fund  (started  10/70)    -3.5 

Kemper  Growth  Fund    10.4  12 

Kemper  Summit  Fund  (started  2/69)    25.8 

Keystone  Custodian  Funds 

K-2   -1.7  -1.7 

S-l   -0.7  -  1.2 

S-3                                                             7  8  -  4.3 

S-4   21.5  -  3.9 

Legal  List  Investments    - 1.5  -5.4 

Lexington  Growth  Fund  (started  7/69)    28.3 

Lexington  Research  Fund    -2.4  -1.0 

Liberty  Fund                                                      7  8  6  6 

Life  Insurance  Investors    18.6  18 

MagnaCap  Fund  (started  1/70)                                 0  0  — 

Manhattan  Fund                                                 4.0  — 12.3 

Horace  Mann  Fund    -1.3  -0.3 

Mass  Capital  Development  Fund  (started  10/70)  23.1 
Mass  Financial  Development  Fund  (started  10/71)        8  4 

Massachusetts  Investors  Growth  Stock  Fund                7  0  -1.9 

Massachusetts  Investors  Trust    -6.2  -2  3 

Midamerica  Mutual  Fund                                       3  3  -  3  5 

The  MONY  Fund  (started  7/70)   -1.7 

Mutual  Investing  Foundation 

MIF  Fund    -9.3  -  1.5 

MIF  Growth  Fund   10  1  -3.2 

Mutual  of  Omaha  Growth  Fund    -1.5  -3.6 

National  Investors  Corp                                        5.4  0.3 

National  Securities 

Growth  Fund   -0.2  -  5.3 

Stock  Fund    -4  9  -0  9 

NEL  Equity  Fund  (started  12/68)                              0  7  2.2 

N  EL  Growth  Fund  (started  12/68)    15  4  11 

NEL  Retirement  Equity  Fund*  (started  6/70)    ...  110  — 

New  York  Venture  Fund  (started  2/69)    15  9 

Old  Dominion  Investors' Trust    -6  3  -2.5 

Omega  Fund    -7.4  -  0.3 

Oppenheimer  A.I. M.  Fund  (started  12/69)                   5.2  — 

Oppenheimer  Fund    -4.8  -3.9 

Oppenheimer  Time  Fund  (started  10/71)    18  9  — 

Over-The-Counter  Securities  Fund    29.7  5  8 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  New  England  Lite  Side  Fund. 

f    Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter 


3.3% 
3.3 
1.8 
4.5 

2.6 
3.2 


$1,332.9 
54.0 
10.8 
1,731.1 
477.3 
16.5 


-1.8 
-8.2 
0.9 
-11.6 
10.4 


8.50% 

7.25 

8.50 

8.00 

8.00 

8.50 


$0.49 
0.70 
1.08 
0.44 
0.55 
1.18 


D 
•  D 

C 
•C 
A 

A+ 


A 
•A 

C 
•  D 

C 
•C 


8.2 
6.5 
2.3 
3.4 
1.8 
1.4 


12.6 
145.8 

99.8 

15.3 
117.1 

43.1 


10.6 

13.3 
-3.5 
7.0 
-4.3 
19.1 


8.50 
8.50 
3.00 
8.00 
8.50 
8.50 


0.96 
0.71 
0.74 
0.77 
0.80 
0.93 


B 
B 
A 

A+ 


3.5 
3.7 
0.8 
1.5 


132.0 
84.0 
97.2 

427.2 


-15.8 
-9.6 
-6.7 
0.2 


3.50 
5.50 
3.50 
3.50 


0.62 
0.59 
0.60 
0.62 


D 

A+ 
C 
D 
A 


F 
•C 

D 
F 

C 


3.3 
0.8 
3.9 
4.8 
2.6 


32.9 
14.8 
87.3 
12.1 
59.4 


13.2 
8.0 
12.2 
17.1 
1.9 


.50 
.50 
.50 
.50 
.50 


1.21 
1.48 
0.87 
1.23 
0.59 


A 
D 
C 
•C 
•C 
A 


•  F 

F 
D 
•C 
•D 

F 


2.3 
none 
2.9 
1.6 
2.8 
2.3 


6.1 
46.7 
30.5 
18.7 
96.1 
691.2 


23.8 
-5.5 
-6.7 

16.9 
-10.8 
-6.3 


5.75 
8.50 
7.50 
7.25 
7.25 
7.25 


1.60 
1.90 
0.95 
1.03 
0.87 
0.53 


C 

c 

•  B 

D 
B 


C 
D 
•  F 

C 
F 


4.5 
4.5 

2.5 

5  1 

2.1 


1,135.6 
32.6 
12.3 

235.6 
293 


13.8 
4.2 
10.9 

-6.7 
3.5 


7.25 
8.50 
8.50 

7.50 
7.50 


0.45 
0.95 
1.00 

0.70 
0.86 


2.5 
2.2 

2.8 
4.7 


16.2 
590.3 

116.3 
235.5 


-12.0 
-7.4 

-12.8 
-12.3 


8.00 
7.25 

7.25 
7.25 


1.18 
0.48 

0.72 
0.70 


C 
A 
•C 
B 
D 


C 
C 
•  F 
•C 

C 


3.7 
1.7 
2.5 
1.8 
5.5 


9.0 
21.7 
44.4 
39.1 

3.1 


1.1 
4.3 
3.7 
1.0 


8.00 
8.00 
800 
8.50 
099 


0.97 
0.86 
0.67 
1.02 
1.03 


B 
B 
C 
•A 

D 


C 
•D 

F 
•  D 

A  + 


2.8 
2.2 
4.0 
1.5 
2.3 


25.6 
148.2 
316.1 
72.4 
14.8 


-18.0 
-8.0 
-14.5 
-0.3 
42.3 


t 

8.50 
8.50 
8.50 
8.00 


1.40 
1.10 
0.98 
1.08 
1.35 
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Forbes 


FUND  RATINGS- 1978 


Performance 
i  Ratings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


A 
C 
A 

A+ 
A 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


10- Year 

Average 

Latest 

Latest 

Annual 

12  Months 

12  Months 

Growth 

Dividend 

Gain 

Rate 

Return 

-4.9% 

-1.3% 

5.3% 

0.5% 

-2.1% 

3.6% 

Total  Assets 
6/30/78   %  Change 


In 

Millions 


1978  vs. 
1977 


STOCK  FUNDS  (LOAD) 


A+ 

•C 

C 

B 

A+ 

C 

•  D 

•B 

A 

C 

B 

B 

A 

•A 

C 

D 

B 

B 

B 

F 

A 

•F 

D 

B 

F 
C 
D 
F 
•C 


Pace  Fund  (started  7/69)                                      47.5%  — 

Paramount  Mutual  Fund                                        7.7  2.8% 

Philadelphia  Fund                                              15.4  3.5 

Phoenix  Capital  Fund  <started  2/72)   -3.0 

Pilgrim  Fund                                                    19.2  0.3 

Pioneer  Fund                                                    3.6  3.1 

Pioneer  II  (started  9/69)   25  4 

Pligrowth  Fund                                                  19  _  1.8 

Plitrend  Fund    25.5  19 

Polaris  Fund                                                      0  9  -6.2 

Progress  Fund  (started  8/69)                                 17  0  — 

Puritan  Fund    -4.6  -  0.2 

Putnam  Funds 

Equities                                                       17.2  -  3  2 

Growth                                                         2.8  -  0.1 

Investors                                                        4.3  1.8 

Vista                                                           13 1  -  2.5 

Voyager  (started  4/69)                                      15  6  — 

Research  Capital  Fund  (started  5/69)    24.6 

Research  Equity  Fund                                         12.2  -  7.7 

SAFECO  Funds 

Equity                                                           96  1.1 

Growth    22  7  -  0.6 

Income  (started  10/69)    -4  9 

St  Paul  Capital  Fund                                            3  0  -1.2 

St  Paul  Growth  Fund   19.8  -  0.4 

Salem  Fund                                                       3  8  -  4.4 

Schuster  Fund    19.3  -  2.4 

Security  Funds 

Equity                                                           8  3  -1.1 

Investment    -1.6  -0.1 

Ultra  (started  9/69)    11.5 

Sentinel  Apex  Fund                                              7  4  -91 

Sentinel  Common  Stock  Fund    -7.0  -0.2 

Sentinel  Growth  Fund  (started  9/69)   2.3 

Sentry  Fund  (started  5/70)   18.4  — 

Shareholders' Trust  of  Boston    -5.1  -4.3 

The  Shearson  Appreciation  Fund  (started  3/70)   .  11.2 

Shearson  Investors  Fund  (started  3/71)   -3.7 

Sigma  Capital  Shares    10.6  -  17 

Sigma  Investment  Shares   -2.1  -  0  4 

Sigma  Venture  Shares  (started  1/70)    610 

Smith,  Barney  Equity  Fund                                     2  2  -0.4 

Smith,  Barney  Income  &  Growth  Fund    -2.8  -17 

Southwestern  Investors   -1.3  -  1.7 

Southwestern  Investors  Growth  Fund    16.0  -  6.1 

Sovereign  Investors    -4.9  -  0  9 

State  Street  Investment  Corp                                  4  8  0  0 

•    Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t    Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 


none 

3.0% 

2.2 

3.3 

1.4 

3.7 


$18.4 
9.7 
89.7 
7.6 
13.6 
476.4 


39.4 
5.4 
4.6 
-3.8 
7.1 

11.0 


2.2 
2.5 
2.1 
3.2 
1.5 
6.3 


106.1 
18.1 
12.3 
42.5 
5.0 

715.4 


135.3 

-7.7 
17.1 
38.4 
0.0 

-7.6 


1.3 
4.0 
3.0 
1.5 
1.1 


39.8 
567.2 
395.2 

57.3 


-2.9 
-6.1 
-4.8 
-4.0 
5.0 


Maximum 
Sales 
Charge 


8.50% 

8.00 

8.50 

8.50 

5.75 

8.50 


8.50 
8.50 
8.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.50 


Annual 
Expenses 
Per $100 


$1.17 
1.87 
0.85 
1.20 
1.64 
0.74 


0.89 
1.21 
1.41 
0.76 
1.13 
0.52 


1.28 
0.55 
0.62 
1.03 
1.20 


•A 

F 

C 
D 
•B 


4.6 

2.5 

3.5 
2.5 
6.6 


22.9 
62.8 

30.7 
29.1 
5.2 


38.0 
3.5 

1.0 
18.3 
0.0 


7.25 
7.25 

8.50 
8.50 
8.50 


1.50 
1.14 

0.65 
0.69 
0.81 


2.9 
1.6 
2.6 
0.6 


38.4 
16.1 
49.1 
13.9 


■11.3 
3.9 

-7.4 
1.5 


6.00 
6.00 
8.50 
8.50 


0.94 
1.01 
0.98 
1.36 


A 
D 

A+ 

C 


F 
A 
•  D 

F 


3.2 
6.5 
0.6 
2.4 


103.4 
63.7 
16.9 
7.8 


-2.5 
12.5 
-14.2 
-2.5 


8.50 
8.50 
8.50 
8.50 


0.86 
0.72 
1.00 
0.99 


C 

•c 

•  D 
D 
•D 


5.5 
2.8 
2.2 
5.2 
1.3 


270.2 
13.4 
13.2 
47.1 
9.8 


-6.8 
-2.2 
22.2 
-18.1 
6.5 


1.50 
1.50 
1.00 
i.50 
;.50 


0.84 
1.40 
1.13 
0.78 
1.30 


•C 

A+ 
B 

A+ 
B 


•D 

F 
D 
•C 

C 


2.5 
1.0 
4.5 
0.2 
3.7 


5.9 
22.1 
47.7 

7.7 
42.8 


-21.3 
-8.3 
-9.1 
1081 
-9.3 


8.50 
8.50 
8.50 
8.50 
5.00 


1.42 
1.53 
1.10 
1.52 
0.96 


5.5 
4.7 
2.1 
4.7 
3.3 


3.3 
18.5 
1.6 
7.4 
305.8 


-2.9 
-10.2 
-5.9 
-9.8 
-2.1 


5.00 
7.50 
7.50 
8.50 

t 


1.50 
0.68 
1.00 
0.90 
0.55 
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Peoples  Gas  developing 
additional  tracts  in  the  Gulf 
another  way  to  keep 
the  gas  flowing. 


Right  now,  the  Gulf  of 
Mexico  is  the  largest 
single  producing  area  from 
which  Peoples  Gas  takes  gas, 
as  a  result  of  innovative 
advance  payment  programs 
made  to  help  finance  explora- 
tion during  the  years  1970-75. 

As  1978  began,  37  out  of  the 
146  active  tracts  in  the  Gulf 
(350,000  net  acres)  on  which 
Peoples  Gas  has  purchase 
rights,  were  producing  —  at  a 
rate  of  about  650  million  cubic 
feet/day.  In  1977,  offshore  gas 
constituted  27%  of  our  pipeline 
company's  deliveries,  com- 
pared to  only  9%  in  1970. 

The  search  for  more  gas  in 
the  Gulf  goes  on. 

During  1978,  development 
work  on  24  more  tracts  is 
expected  to  be  completed, 
bringing  to  61  the  total  of  tracts 
producing  gas  for  our 
customers. 

When  new  gas 
comes  in,  it  will  be 


brought  ashore  through  one  of 
two  major  pipeline  systems  in 
the  Gulf.  Production  flowing 
from  offshore  Texas  will  be 
carried  by  the  new  210-mile 
High  Island  Offshore  System 
(HIOS).  Most  of  the  gas  from 
offshore  Louisiana  will  come 
through  the  Stingray  Pipeline 
System,  in  operation  since 
1975. 

Peoples  Gas  is  the  only 
interstate  system  with  owner 
ship  in  both  pipelines.  Once 
they  become  interconnected, 
we  will  have  even  better 
access  to  the  most  prolific 
gas  production  areas  in 
the  Gulf. 

Offshore  exploration  will 
help,  but  it's  only  one  part  of 
our  system's  multi-faceted 
program  to  cope  with  the 
nation's  shortage  of 
natural  gas. 


Peoples  Gas  Company 

Diversified  Energy  for  Mid-America. 


The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America 
The  Peoples  Gas  Light  and  Coke  Company, 
North  Shore  Gas  Company,  Harper  Oil  Company, 
Industrial  Fuels  Corporation. 


Here  are  6  other  ways  Peoples  Gas 
is  working  to  keep  the  gas  flowing  to 
12  million  people  in  Mid-America. 

1.  Storage  expansion.  Through  continuing  storage 
expansion  programs  in  both  supply  and  market  areas, 
our  usable  capacity  of  underground  storage  gas  now 
stands  at  240  billion  cubic  feet  —  and  is  still  increasing. 

2.  Biological  gasification.  Starting  early  in  1978, 
Peoples  Gas  became  the  first  major  system  to  begin 
buying  commercial  quantities  of  methane  made  from 
manure  — around  600  million  cubic  feet  a  year. 

3.  Synthetic  natural  gas.  Our  new  McDowell  Energy 
Center  put  in  its  first  full  year  of  operation  in  1977, 
producing  44  billion  cubic  feet  of  SNG. 

4.  Liquefied  natural  gas.  Peoples  Gas  is  participat- 
ing with  another  major  U.S.  gas  system  in  planning  the 
development  of  a  natural  gas  liquefaction  project  on 
the  island  of  Trinidad  —  and  planning  an  LNG  receiving 
facility  on  the  Texas  Gulf  coast. 

5.  Coal  gasification.  Projects  in  three  states  have 
taken  Peoples  Gas  deep  into  the  task  of  planning  for 
the  conversion  of  coal  reserves  into  clean-burning 
gas  energy. 

6.  Exploration  onshore.  Peoples  Gas  continues  to 
push  the  development  of  new  wells  near  our 
existing  pipelines  in  the  Southwest  —  and  is  carrying 
on  a  number  of  exploration  programs  in  the  Rocky 
Mountains,  a  potentially  important  new 
producing  area. 


If  you'd  like  more  information,  send  for 
our  Annual  Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  IL  60690. 


ES  

RATINGS-1978 


Performance  Investment 
Ratings   Results 


10-Year 

Average 

Latest 

Total  Assets 

In 

In 

Latest 

Annual 

12  Months 

6/30/78 

%  Change 

Maximum 

Annual 

UP 

DOWN 

12  Months 

Growth 

Dividend 

In 

1978  vs 

Sales 

Expenses 

Markets 

Markets 

Gain 

Rate 

Return 

Millions 

1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9% 

-1.3% 

53% 

C 

D 

FORBES  Stock  Fund  Average 

0.5% 

-2.1% 

3.6% 

STOCK  FUNDS  (LOAD) 

C 

D 

9.7% 

-3.3% 

2.0% 

$  76.9 

-3.3 

8.50% 

$1.16 

B 

C 

8.3 

0.7 

2.7 

379.9 

-3.9 

8.50 

060 

0 

D 

Transamerica  Capital  Fund  

1.1 

-  4.1 

2.6 

42.1 

-8.1 

8.00 

0.87 

B 

c 

6.1 

06 

2.2 

24.8 

-1.2 

8.50 

1.00 

A+ 

oF 

Union  Capital  Fund  (started  12/69)   

12.0 

1.5 

34.7 

9.5 

7.25 

0.87 

B 

F 

n  n 
0.9 

-  2.6 

O  Ci 

3.9 

441.9 

- 13. y 

o  cn 
0.5U 

n  c  o 
0.3/ 

•C 

•F 

-0.5 

3.0 

C 1  c 

bib 

1  ft  7 

o  cn 

n  oo 

0.88 

c 

D 

A  O 

-4.6 

-  LM 

3.0 

olb.o 

1  0 

-  I.L 

o  cn 

n  co 

u.by 

D 
D 

c 
r 

i  n  7 
1U.  / 

a  n 

Li 

179  7 
1/ C.I 

—  o.U 

fi  tin 
o  DU 

B 

•F 

United  Vanguard  Fund  (started  10/69)   

13.9 

2.1 

29.3 

-4.3 

850 

1.02 

B 

C 

The  Value  Line  Fund   

OO  7 

23./ 

1  0 

-.  1.3 

1.3 

A  9  1 

10.3 

9  cn 

n  09 

D 

B 

The  Value  Line  Income  Fund   

n  o 
-0.2 

1  0 

-  1.8 

C  0 

J.J 

bi.y 

n  t 

-9.1 

o  cn 
2.50 

n  7n 
0/9 

•A 

•C 

Value  Line  Leveraged  Grth  Investors  (started  2/72) 

56.8 

— 

0.3 

14.8 

97.3 

2.50 

1.12 

B 

D 

18.1 

-  6.7 

0.7 

94.7 

0.4 

o  cn 

2.50 

1  in 

1.19 

B 

B 

Vance,  Sanders  Common  Stock  Fund  

16.0 

3.4 

2.0 

43.2 

5.9 

8.50 

0.88 

A  ■ 

A+ 

C 

Vance,  Sanders  Special  Fund   

35.8 

3.9 

1.5 

53  9 

\C  A 

16  4 

o  cn 

8.50 

n  nn 
0.9U 

D 

D 

Varied  Industry  Plan   

12.3 

-  4  1 

2.0 

13.9 

7  8 

8.00 

1.20 

D 

C 

-3.0 

-  2.4 

3.2 

/.8 

ICO 

- 15.2 

8.50 

o  n  a 

2.04 

C 

c 

Washington  Mutual  Investors  Fund  

-4.4 

U.4 

3.3 

O  1  1  c 

31/. 3 

A  1 

-4./ 

o  cn 

8  50 

n  c  a 
0.64 

D 

•F 

Washington  National  Fund  (started  8/69)   

2.5 

3.1 

9.6 

-4.0 

7.25 

082 

STOCK  FUNDS  (NO  LOAD) 

•B 

•D 

Able  Associates  Fund  (started  11/71)   

8.7% 



none 

$  1.4 

-17.7 

none 

$300 

•A 

•B 

Acorn  Fund  (started  6/70)   

10.9 



1.7% 

43.4 

-1.4 

none 

0.99 

A 

F 

Afuture  Fund   

18.8 

0.0% 

0.5 

23.5 

-13.3 

none 

1.60 

B 

•F 

Allstate  Enterprises  Stock  Fund  (started  2/70)   . . 

5.0 

2.3 

143.8 

-4.1 

none 

0.77 

B 

t* 
r 

2.6 

1  o 

-  1.8 

2.3 

15.3 

- 17.3 

none 

1.40 

C 

F 

American  Investors  Fund   

8.1 

-  5.7 

1.3 

129.9 

-6.1 

none 

106 

A 

D 

Armstrong  Associates   

14.3 

2.4 

0.7 

3.9 

8.3 

none 

1.50 

B 

C 

David  L.  Babson  Investment  Fund   

1.4 

0.1 

3.0 

217.7 

0.2 

none 

064 

c 

C 

9.9 

-  0.6 

0.7 

2.4 

0.0 

none 

3.50 

D 

A 

3.8 

-  0.2 

6.2 

2.9 

3.6 

none 

1.52 

B 

D 

Capital  Shares   

10.2 

-  2.7 

1.5 

29.5 

-2.0 

none 

1.45 

A 

•F 

Centennial  Capital  Special  Fund  (started  1/70)  . . 

11.0 

- 

0.5 

4.9 

8.9 

none 

1.53 

A 

C 

Columbia  Growth  Fund   

9.2 

2.4 

1.9 

23.5 

-5.2 

none 

1.18 

C 

D 

Commerce  Income  Shares**   

-9.1 

-  2.7 

6.5 

46.7 

-15.4 

none 

0.99 

C 

D 

5.3 

-  3.3 

2.8 

1.5 

-6.3 

t 

1.88 

C 

F 

The  Constellation  Growth  Fund   

23.8 

-  5.6 

none 

4.0 

111 

none 

2.00 

C 

F 

-4.0 

-  2.1 

4.3 

16.6 

-14.9 

none 

0.70 

A 

B 

Contrafund   

08 

2.5 

2.8 

46.4 

-4.5 

none 

0  90 

D 

D 

de  Vegh  Mutual  Fund   

-2.5 

-  2.4 

3.4 

61.2 

-14.0 

none 

0.87 

C 

D 

Dodge  &  Cox  Stock  Fund   

-0.7 

-  1.3 

3.8 

14.1 

2.9 

none 

0.73 

D 

F 

The  Drexel  Burnham  Fund   

0.1 

-  7.1 

4.0 

36.4 

-12.3 

none 

1.10 

•A 

•B 

The  Dreyfus  Third  Century  Fund  (started  3/72)  . . 

15.4 

1.3 

25.8 

6.2 

none 

1.30 

A 

•D 

Edie  Special  Growth  Fund  (started  8/69)  

31.9 

0.7 

38.8 

7.8 

none 

1.13 

C 

C 

-3.8 

0.4 

3.3 

187.1 

-3.4 

none 

0.76 

•A 

•A 

The  Evergreen  Fund  (started  10/71)  

41.2 

1.2 

.  9.5 

61.0 

none 

1.60 

D 

B 

Explorer  Fund  

39.0 

-  0.7 

0.1 

11.5 

29.2 

none 

1.39 

C 

B 

Fidelity  Equity-Income  Fund   

5.1 

-  1.3 

4.9 

67.8 

-3.0 

none 

0.90 

C 

D 

Financial  Dynamics  Fund   

5.9 

-  4  3 

28 

45.5 

-9.0 

none 

0.80 

C 

C 

Financial  Industrial  Fund   

-0.3 

-  0.4 

4.4 

246.5 

-4.5 

none 

0.69 

D 

B 

Financial  Industrial  Income  Fund   

-1.8 

1.5 

5.7 

166.4 

15.1 

none 

0.71 

•  Fund  rated  tor  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Wall  Street  Growth  Fund. 
**  Formerly  Commerce  Fund. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter 
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Mercedes-Benz  unveils  a  new  kind  of 
performance  automobile: 
the  300 SD  Turbodiesel  Sedan 

Its  turbocharged  engine  boosts  power  and  torque  and  transforms  Diesel  performance, 
yet fuel  appetite  is  actually  cut.  And  this  advance  is  matched  by  the  car  itself - 

the  most  capable,  most  sumptuous  Diesel  in  Mercedes-Benz  history. 
The  300 SD  TUrbodiesel  Sedan:  the  boldest  forward  stride  since  Mercedes-Benz 
built  the  worlds first  production  Diesel  automobile  42  years  ago. 


Moving  with  the  smooth  ease  and 
eager  response  you  might 
expect  only  from  a  gasoline  engine, 
the  new  Mercedes-Benz  300  SD 
Turbodiesel  Sedan  responds  vividly 
to  your  throttle  foot  even  at  low 
speeds . . .even  in  highway  passing 
...even  on  long  uphill  climbs. 

Meanwhile,  the  Turbodiesel 
retains  that  workhorse  efficiency 
you  can  only  expect  from  a  Diesel  - 
sipping  the  cheapest  automotive 
fuel  sold  in  America,  devoid  of 
spark  plugs  and  carburetors  and 


points,  all  but  immune  to  conven- 
tional tune-ups. 

In  a  single  technical  master- 
stroke, the  most  desirable  traits  of  a 
gasoline  and  a  Diesel  engine  have 
been  blended  into  one.  An  advance 
significant  enough  to  make  this  not 
just  a  new  kind  of  Diesel  but  a 
unique  new  kind  of  car. 

Five  supercharged  cylinders 

That  masterstroke  is  turbocharging 
of  the  300SD's  five-cylinder  engine. 
Named  after  the  turbine  princi- 


ple it  follows,  a  turbocharger  har- 
nesses the  engine's  own  exhaust 
gases  to  radically  increase  the  sup- 
ply of  air  fed  into  the  cylinders - 
WievzWy supercharging  them  with  a 
for  more  volatile  combustion. 

■Turbochargers  have  appeared  o 
many  types  of  engines,  but  never  ui 
til  now  on  the  engine  of  a  Diesel  an 
tomobile.  The  effect  is  amazing. 
Maximum  power  is  boosted  by  43 
percent,  for  example,  and  maxi- 
mum torque  by  46  percent. 

And  the  driving  experience 


makes  even  those  numbers  pale. 
That  old  Diesel  stigma  of  feeble 
torque  and  leisurely  pickup  has 
vanished  in  a  burst  of  turbocharged 
energy.  This  is  one  Diesel  that  can 
break  away  from  stoplights  and 
tollbooths  with  the  traffic,  not 
behind  it.  That  extra  thrust  you  need 
on  freeway  entrance  ramps  can 
be  found.  You  can  sustain  a  normal 
driving  pace  on  the  Interstates, 
hour  after  hour. 

Mercedes-Benz  test  data  show 
that  although  400  pounds  heavier 
than  its  lively  300  D  Sedan  stable- 
mate,  the  Turbodiesel  can  zip  from 
zero  to  55  mph  in  2.6  seconds  less 
time -placing  it  among  the  quickest 
Diesel  cars  in  history. 

No  minor  feat  for  an  engine  of 
only  three  liters  or  183. 0  cubic 
inches  in  capacity;  yet  no  great  sur- 
prise for  an  engine  so  efficient  that  it 
produces  .601  horsepower  per  cubic 
inch  of  displacement  -  the  best  ratio 
of  power  to  engine  size  of  any 
Diesel  passenger  car  power  plant 
in  the  world. 

Fuel  appetite  down 

Startling  as  it  may  seem,  this  extra 
performance  helped  reduce  the 
i  Turbodiesel  engine's  normal  appe- 
tite for  fuel. 

Turbocharging  so  handily  solved 
the  Diesel  need  for  power  that  it 
freed  the  engineers  to  specify  a 
more  economical  rear-axle  ratio  -  in 
effect,  gearing  the  car  to  go  further 
on  the  power  produced  by  a  given 
gallon  of  fuel. 

Consider  the  Turbodiesel's  per- 
formance. Then  consider  that  EPA 


Amazing  turbocharger  device  weighs 
only  17  pounds  but  boosts  horsepower  by 
43  percent. 


Each  piston  in  the  5-cylinder  Turbodiesel 
engine  is  cooled  by  a  fine  spray  of  oil 
injected  from  below. 

estimates  show  29  mpg  in  highway 
driving  and  24  mpg  in  the  city.  Natu- 
rally, your  mileage  will  depend  on 
the  condition  and  equipment  of 
your  car  and  on  where  and  how 
you  drive. 

Record-breaking  reliability 

This  breakthrough  has  hardly  been 
rushed  to  the  market.  Mercedes- 
Benz  placed  the  300 SD  Turbodiesel 
engine  in  production  only  after  5 
years  of  testing  -  and  only  after  plac- 
ing it  in  the  reliability  record  books. 

Fitted  with  a  modified  version  of 
this  engine,  a  C-lll-3  research  car 
went  out  on  April  30, 1978  and  set 
nine  world  records- including  one 
stint  of  2,345  miles  in  twelve  hours 
at  an  average  speed  of  195  39  mph. 
For  the  entire  record  run,  the  engi- 
neers report  a  fuel  mileage  figure  of 
14.7  mpg. 

A  car  apart 

The  Diesel  turbocharging  trail 
blazed  by  Mercedes-Benz  with  the 
Turbodiesel  may  some  day  be  fol- 
lowed by  others.  But  no  Diesel  en- 
gine will  ever  share  the  privilege  of 
propelling  a  comparable  car.  It  is 
the  unique  combination  of  that  en- 
gine and  this  automobile  that  truly 
sets  the  Turbodiesel  apart. 

As  befits  the  most  elegant  Diesel 
Mercedes-Benz  has  ever  built,  the 
Turbodiesel  sits  on  the  longest 
wheelbase  of  any  Diesel  car  pro- 
duced by  the  company  in  modern 
times.  \et  its  turning  circle  is  a  tight 
38  feet  and  its  crisp  handling  lets 
you  nip  through  traffic. 


Fastidious  engineering  is  every- 
where. You  glide  along  on  a  suspen- 
sion that  is  neither  spongy  nor  harsh, 
but  designed  to  provide  both  ride 
comfort  and  roadholding.  The  key  is 
the  independent  suspension  of  all 
four  wheels,  allowing  each  wheel  to 
individually  react  to  the  road  surface. 

Each  shock  absorber  is  gas  pres- 
surized to  help  cushion  even  minor 
ripples.  The  automatic  transmission 
provides  not  three  but  four  speeds, 
and  the  option  of  shifting  for  your- 
self if  you  prefer.  From  a  mono- 
coque  body  shell  to  11-inch  disc 
brakes  at  all  four  wheels,  nothing 
from  the  vast  store  of  Mercedes- 
Benz  technical  expertise  has  been 
held  back. 


This  turbocharged  five-cylinder  Mercedes-Benz 
Diesel  research  car  just  shattered  nine  world 
speed  records-  including  one  lap  at  an  aver- 
age speed  of 2033 7  mph. 

Inside,  you  and  your  passengers 
are  a  coddled  group:  surrounded  by 
thick  padding,  velour  carpet  under- 
foot, cradled  in  spacious  seats  front 
and  rear.  Bi-level  climate  control, 
electric  windows,  automatic  cruise 
control,  central  vacuum  locking 
system  and  AM/FM  stereo  radio  are 
all  built  in. 

Also  built  into  your  300  SD  Turbo- 
diesel: 120  safety  features,  perhaps 
the  most  attractive  fact  of  them  all. 

Summing  it  up 

In  1886,  the  gasoline-powered  auto- 
mobile was  pioneered  by  the  two 
men  who  founded  Mercedes-Benz. 
In  1936  came  the  world's  first  pro- 
duction Diesel  passenger  car,  again 
from  Mercedes-Benz.  And  now  in 
1978  begins  the  era  of  the  turbo- 
charged Diesel  passen- 
ger car. 

And  once  again,  the  in- 
novator is  Mercedes-Benz. 
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Performance 
Ratings 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


10- Year 

Average 

Latest 

Total  Assets 

Latest 

Annual 

12  Months 

6/30/78   %  Change 

Maximum 

Annual 

12  Months 

Growth 

Dividend 

In         1978  vs. 

Sales 

Expenses 

Gain 

Rate 

Return 

Millions  1977 

Charge 

Per $100 

-4  9% 

-1.3% 

5.3% 

0.5% 

-2.1% 

3.6% 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


STOCK  FUNDS  (NO  LOAD) 


D 

c 

First  Multifund  of  America   

-2.0% 

-  3.2% 

1.3% 

$10.5 

-21.1 

none 

$2.40 

A+ 

•C 

The  44  Wail  Street  Fund  (started  7/69)   

47.0 

none 

27.5 

51.9 

none 

1.19 

C 

D 

Foursquare  Fund   

-0.8 

-  2.7 

1.8 

7.2 

-13.3 

none 

2.50 

B 

C 

General  Securities   

3.3 

-  1.9 

2.0 

9.1 

-4.2 

none 

1.50 

A 

D 

Growth  Industry  Shares  

ICC 

u.l 

1  0 
1.0 

OQ  1 
iO.l 

- 1.1 

none 

U.00 

B 

B 

Guardian  Mutual  Fund   

-0.1 

2.4 

3.8 

90.0 

9.5 

none 

0.99 

•B 

•  B 

Hamilton  Income  Fund  (started  12/70)   

-2.1 

5.4 

49.9 

-7.1 

none 

0.79 

A 

F 

Hartwell  Growth  Fund   

33.3 

-  2.9 

none 

4.9 

11.4 

none 

2.80 

B 

C 

20.7 

0.2 

none 

6.0 

-7.7 

none 

2.20 

C 

D 

Herold  Fund   

5.6 

-  2.9 

none 

2.2 

-12.0 

none 

1.70 

B 

C 

Investment  Guidance  Fund   

5.4 

-  0.4 

2.1 

2.7 

3.9 

none 

1.59 

A 

F 

Ivest  Fund  

8.7 

-  3.0 

1.9 

155.6 

-7.6 

none 

0.82 

C 

F 

Ivy  Fund   ,  

1.3 

-  6.6 

2.1 

31.4 

-7.7 

none 

1.33 

B 

•A 

Janus  Fund  (started  2/70)   

13.1 

1.2 

20.7 

-16.5 

none 

1.50 

B 

D 

The  Johnston  Mutual  Fund  

2.7 

0.2 

2.8 

229.2 

-9.8 

none 

0.66 

A 

D 

Loomis-Sayles  Capital  Development  Fund  

15.7 

-  0.5 

2.2 

48.0 

-1.2 

none 

0.75 

A+ 

D 

Magellan  Fund   

24.9 

2.8 

1.6 

26.2 

13.9 

t 

1.60 

A 

D 

Mairs  &  Power  Growth  Fund  

5.4 

0.6 

2.8 

13.2 

-3.7 

none 

0.87 

A 

C 

Mathers  Fund   

19.3 

3.5 

2.5 

103.6 

6.4 

none 

0.76 

A+ 

•D 

W.  L.  Morgan  Growth  Fund  (started  12/68)  

14.0 

2.3 

82.4 

-3.4 

none 

0.82 

B 

A 

16.7 

7.5 

1.8 

45.0 

79.3 

none 

149 

B 

B 

Naess  &  Thomas  Special  Fund   

14.7 

1.8 

1.9 

11.4 

-13.6 

none 

1.12 

O 

D 

-9.4 

-  3.1 

4.6 

3.1 

-24.4 

none 

1.49 

B 

F 

National  Industries  Fund   

0.4 

-  2.2 

2.2 

22.2 

0.5 

none 

1.52 

D 

D 

NEA  Mutual  Fund   

-4.5 

-  4.1 

4.6 

35.8 

-8.2 

none 

0.67 

C 

F 

Neuwirth  Fund   

3.9 

-  5.3 

2.4 

15.0 

-12.8 

none 

1.45 

D 

D 

New  World  Fund  

0.5 

-  2.9 

3.5 

8.8 

-4.4 

none 

1.02 

C 

D 

Newton  Growth  Fund  

7.7 

-  3.1 

2.1 

13.8 

-6.8 

none 

1.40 

A 

•C 

Nicholas  Fund  (started  7/69)  

33.0 

1.8 

44.9 

39.4 

none 

1.01 

•  D 

•  D 

North  Star  Stock  Fund*  (started  8/71)  

1.6 

3.0 

5.4 

20.0 

none 

1.00 

D 

C 

Oceanographic  and  Growth  Fund**   

...  -10.5 

-  5.6 

4.4 

8.0 

-15.8 

none 

3.25 

D 

D 

The  One  Hundred  Fund   

13.4 

-  7.5 

1.7 

12.3 

-1.6 

none 

1.94 

D 

B 

The  One  Hundred  &  One  Fund  

0.5 

-2.4 

4.2 

1.6 

-11.1 

none 

2.00 

B 

D 

The  One  William  Street  Fund  

3.7 

0.0 

2.3 

248.0 

-2.8 

none 

0.61 

D 

A 

10.7 

-  0.6 

2.1 

27.0 

11.6 

none 

1.29 

C 

D 

4.4 

0.1 

4.7 

150.4 

-8.8 

none 

0.62 

B 

F 

40.4 

-  7.9 

1.0 

43.3 

71.8 

none 

1.77 

C 

C 

0.4 

-  0.9 

1.4 

19.4 

-12.6 

none 

1.35 

C 

B 

Price  Funds 

5.3 

1.7 

5.0 

39.6 

-12.0 

none 

0.93 

A 

D 

6.3 

-  0.8 

2.6 

996.3 

-4.6 

none 

0.51 

D 

•C 

Rowe  Price  New  Era  (started  5/69)  

-0.8 

3.0 

186.7 

-16.2 

none 

0.67 

A+ 

D 

Rowe  Price  New  Horizons  

32.0 

0.6 

1.0 

434.4 

22.0 

none 

0.60 

C 

D 

PRO  Fund  

13.6 

-  3.9 

4.1 

37.3 

11.0 

none 

1.34 

D 

F 

-8.1 

-10.7 

1.0 

•  4.7 

-23.0 

none 

9.00 

•  B 

•C 

Scudder  Development  Fund  (started  2/71)   

53.6 

0.8 

33.7 

75.5 

none 

1.40 

C 

D 

Scudder  Special  Fund  

24.6 

-  3.2 

1.5 

95.6 

8.8 

none 

0.82 

B 

D 

Scudci  r  Stevens  &  Clark  Common  Stock  Fund  . . . 

4.2 

-  1.8 

3.2 

139.9 

-6.8 

none 

0.76 

D 

C 

Selected  American  Shares   

-4.8 

-  4  5 

5.9 

102.2 

-13.5 

none 

0.82 

D 

D 

Selected  Special  Shares   

0.6 

-  3.9 

2.8 

41.6 

-18.3 

none 

0.97 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  North  Star  Fund. 

**  Formerly  Oceanographic  Fund. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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CNA  believes  working  with  agents  is  one  of 
the  most  effective  ways  we  help  keep  insurance  affordable. 


'There's  no  question  in 
my  mind  that  CNA  people  would  hurt 

if  they  had  to  turn  me  down.  I  know  they 

want  to  write  my  business,  but  if  there's  some  reason  they  can't, 
they  tell  me  up  front.  Because  that's  the  kind  of  relationship 
we've  got.  I  trust  them  and  they  trust  me.  It  just  doesn't  help 
anybody  if  a  company  insures  my  client  today  and  then  backs 
out  next  year.  I'm  convinced  CNA  feels  the  same  way  I  do.  And 
I'm  hanging  my  hat  on  it/' 


INSURANCE  FROM 

OVA 

Judge  us  by  the  agents  who  represent  us 
Continental  Casualty  Company/Continental  Assurance  Company/CNA  Plaza/Chicago,  IL  60685 


Forbes 

FUND  RATINGS- 1978 

Performance 

Investment 

Ratings 

Results 

10-Year 

Average 

Latest 

Total  Assets 

In 

In 

Latest 

Annual 

12  Months 

6/30/78 

%  Change 

Maximum 

Annual 

UP 

DOWN 

12  Months 

Growth 

Dividend 

In 

1978  vs. 

Sales 

Expenses 

Markets 

Markets 

Gain 

Rate 

Return 

Millions 

1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9% 

- 1.3% 

5.3% 

C 

D 

FORBES  Stock  Fund  Average 

0.5% 

-2.1% 

3.6% 

STOCK  FUNDS  (NO  LOAD) 

•A 

•A 

J  J   O  /o 

1 .0  /o 

j 

1UU.  J 

none 

c 

A 

Sherman,  Dean  Fund   

24.4 

0.4% 

none 

4.5 

12.5 

none 

1.50 

A 

•F 

Spectra  Fund  (started  7/69)   

22.8 

0.1 

2.1 

10.5 

none 

2.64 

D 

F 

Steadman  American  Industry  Fund  Trust*   

-4.5 

-110 

2.9 

15.8 

-14.6 

none 

3.12 

D 

C 

Steadman  Investment  Fund   

-13.2 

-  3.4 

3.6 

19.8 

-23.6 

none 

1.53 

A 

D 

Stein  Roe  &  Farnham  Capital  Opportunities  Fund 

8.3 

0.5 

2.0 

19.2 

5.5 

none 

0.75 

D 

c 

r 

Cfnin    Dnn    0     f        n  h  1 TY1  EimH 

l  fi 

—  1.0 

1  8 

—  1.0 

Co 

1*40.  J 

Q  Q 

—  j.  j 

none 

u.oo 

B 

D 

4.5 

-  1.8 

2.4 

12.3 

-11.5 

none 

107 

C 

•C 

21.4 

— 

none 

11.8 

-3.3 

none 

2.20 

Twentieth  Century  Investors 

A+ 

D 

54.9 

5.6 

none 

22.4 

43.6 

none 

1.82 

B 

A 

Income  Investors   

46.0 

5.0 

1.3 

2.8 

100.0 

none 

1.83 

I* 

r 

1  lnifiA/4  lUliitiiol  Chsroc 

—  1.0 

9  <i 

—  L.J 

0.0 

—  10.  J 

none 

1  9R 

B 

c 

Variable  Stock  Fund   

1.4 

-  0.2 

2.6 

4.6 

7.0 

none 

1.50 

A+ 

c 

Weingarten  Equity  Fund   

28.6 

3.8 

0.6 

14.0 

84.2 

none 

1.50 

•  B 

•c 

Willow  Fund  (started  10/70)   

7.2 

— 

1.9 

7.2 

-15.3 

none 

1.63 

B 

B 

Windsor  Fund  

5.2 

2.8 

43 

574.8 

3.9 

none 

0.67 

Where 

STOCK  FUNDS  (CLOSED-END) 

Traded 

C 

r . 

D 

0.3% 

1.6% 

3.5% 

$213.4 

-1.5 

NYSE 

$0.60 

•  D 

•  B 

American  Utility  Shares**  (started  8/72)  

-6.2 

6.3 

18.5 

-6.6 

ASE 

1.00 

D 

A  + 

ASA  Limited   

39.9 

9.3 

4.4 

197.9 

39.9 

NYSE 

0.62 

•B 

•A 

Asset  Investors  Fund  (started  1/69)   

32.2 

0.3 

6.1 

32.6 

0-T-C 

3.32 

•C 

•  B 

Baker  Fentress  &  Co   

15.5 

2.7 

168.5 

13.6 

0-T-C 

0.63 

C 

C 

Carriers  &  General  Corp   

-10.0 

-  0.5 

4.5 

18.3 

-11.2 

NYSE 

0.98 

C 

F 

Central  Securities   

-2.9 

-5.3 

3.2 

46.6 

-4.7 

ASE 

0.95 

D 

A 

Claremont  Capital   

23.3 

-  4.8 

0.4 

14.6 

2.8 

ASE 

2.20 

c 

□ 

f  nn -^nl irl at**H  Inuoctmont  Truct 

7  "i 
—  / .  J 

9  "i 

—  L.O 

H  J.U 

—  10.1 

n  t  c 

U.0 1 

•  D 

•C 

Drexel  Utility  Shares  (started  4/72)   

-5.9 

6.7 

12.2 

-6.2 

ASE 

1.28 

A 

C 

General  American  Investors   

14.8 

1.6 

1.7 

112.5 

9.4 

NYSE 

1.36 

•D 

•c 

Highland  Capital  Corp  (started  9/69)   

9.0 



none 

10.1 

9.8 

ASE 

4.61 

A+ 

A 

40.6 

20.1 

1.0 

200.7 

31.4 

NYSE 

0.69 

A 

n 

Q 

Tho  1  ahman  C f\rr\ 

7  1 
/ .  1 

9  i 

9  3 

AA3  9 

0.0 

11  1  OL. 

U.JO 

C 

B 

8.7 

0.6 

3.8 

423.1 

7.7 

NYSE 

0.62 

C 

B 

National  Aviation  &  Technology   

22.8 

-  0.2 

2.4 

132.6 

21.7 

NYSE 

0.97 

B 

C 

10.0 

1.8 

1.9 

96.5 

4.6 

NYSE 

1.01 

B 

F 

-8.1 

-  7.1 

none 

1.1 

-8.3 

0-T-C 

8.20 

C 

B 

-5.1 

3.3 

3.6 

132.4 

13.2 

NYSE 

0.61 

D 

A 

23.9 

2.1 

1.3 

173.5 

79 

0-T-C 

1.05 

B 

D 

-3.8 

-  0.2 

4.8 

589.0 

-5.5 

NYSE 

0.43 

B 

C 

0.3 

-  0.5 

2.9 

111.8 

-3.2 

NYSE 

1.10 

D 

C 

The  Value  Line  Development  Capital  Corp   

-6.6 

-10.7 

0.3 

10.0 

-6.5 

ASE 

1.78 

Maximum 

FUNDS  FOR  INVESTING  ABROAD 

Sales 
Charge 

D 

C 

-0.7% 

8.1% 

4.1% 

$19.5 

-8.5 

8.50% 

$1.14 

D 

A+ 

26.4 

5.7 

4.4 

82.7 

33.4 

8.50 

1.16 

D 

B 

Scudder  International  Fund   

11.7 

2.6 

1.9 

16.5 

10.7 

none 

1.42 

A 

A+ 

24.9 

17.7 

0.8 

170.5 

175.0 

8.50 

0.74 

D 

A 

17.3 

5.7 

1.4 

15.1 

16.2 

t 

1.25 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Steadman  American  Industry  Fund. 

**  To  be  merged  into  Lord  Abbett  Income  Fund. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
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Forbes  

fund  ratings  1978 

Performance 
Ratings 


Investment 
Results 


Latest 
12  Months 
Gain 


10- Year 
Average 
Annual 
Growth 
Rate 


Latest  Total  Assets 

12  Months  6/30/78   %  Change 

Dividend  In         1978  vs. 

Return  Millions  1977 


Maximum 
Sales 
Charge 


Annual 
Lxpenses 
Per  $100 


1.39 
0.60 
0.82 
0.71 


B 

D 

•D 

•A 

A+ 

F 

C 

F 

A+ 

F 

•D 

•B 

B 

F 

B 

F 

none 
none 
none 
none 
none 

none 
none 
none 
none 


$0.69 
0.98 
0.66 
1.50 
0.81 

0.62 
0.65 
048 
0.99 


I  :ORBES,  AUGUST  21,  1978 


75 


Full  employment. 
That's  our  goal  for 
the  working  tree. 

America's  need  for  wood  is  growing. 

By  the  year  2020,  government  and 
industry  sources  expect  demand  for  wood 
fiber  to  nearly  double. 

That's  one  reason  why,  at  Potlatch,  we 
feel  a  responsibility  to  utilize  each  harvested 
tree  to  the  fullest. 

For  example,  improved  sawmill  tech- 
nology enables  us  to  get  more  end  product 
from  every  log  we  process. 

We  use  that  part  of  the  tree  crop 
not  suitable  for  conversion  into  lumber— the 
tops  of  pine  and  hardwood  trees,  slabs, 
edgings  and  sawdust.  We  process  them  into 
pulp  for  paper  and  paperboard  products. 

We  also  use  the  bark  and  scrap 
residuals  as  fuel  to  supply  part  of  our 
power  needs. 

Full  employment  of  our  working  trees. 

It's  no  small  task.  But  it's  the  one  that 
pays  off  in  jobs  and  paychecks  today,  and 
homes  and  forest  products  tomorrow. 

Potlatch  Corporation,  Public  Information 
Office,  P.O.  Box  3591,  San  Francisco,  CA  94119. 


Potlatch 


Forbes 


FUND  RATINGS-1978 


Investment 
Results 


In  In 
UP  DOWN 
Markets  Markets 


10- Year 

Average  Latest  Total  Assets 

Latest      Annual  12  Months  6/30/78   %  Change  Annual 

12  Months    Growth  Dividend  In         1978  vs.     Where  Expenses 

Gain        Rate  Return  Millions       1977        Traded       Per  $100 


Standard  &  Poor's  500  Stock  Average  -4  9% 

C           D       FORBES  Stock  Fund  Average  0.5% 

B           D       FORBES  Balanced  Fund  Average  -4  4% 

 BALANCED  FUNDS  (CLOSED  END)  

•A          »D       American  Genl  Convertible  Sees  (started  6/72)  . .  6.3% 

•B          »C       Bancroft  Convertible  Fund  (started  4/71)    16 

•A          »C       Castle  Convertible  Fund  (started  11/71)   5.2 

•C          »F      Chase  Convertible  Fund  of  Boston  (started  2/72)  .  -1.5 

•B          «D       RET  Income  Fund  (started  6/72)   -10  9 


-1.3% 
-2.1% 
-1.8% 


5.3% 
3.6% 
5.7% 


Not  Rated 


BOND  &  PREFERRED  STOCK  FUNDS  (LOAD) 


5.6% 

$73.3 

6.2 

NYSE 

$0.90 

4.7 

48.2 

1.5 

ASE 

1.15 

6.6 

25.8 

5.3 

ASE 

1.52 

5.2 

64.1 

-1.5 

NYSE 

0.97 

none 

37.3 

-2.6 

ASE 

0.84 

Maximum 

Sales 

Charge 


American  General  Capital  Bond  Fd  (started  10/71)  -6.9% 

Axe-Houghton  Income  Fund   -6.9 

Colonial  Income  Fund  (started  12/69)    -6.2 

Delchester  Bond  Fund  (started  8/70)    -5  0 

First  Investors  Fund  for  Income  (started  1/71)   -4.1 

FranklinCustodian-U.S.  Govt  Series  (started  5/70)  -6.4 


4.6% 


8.7% 

7.7 

8.8 

8.1 

9.4 

6.5 


$123.8 
46.2 
280.6 
35.0 
415.2 
10.3 


-2.8 
-9.2 
-7.0 
18.6 
37.6 
-22.0 


8.50% 

8.00 

8.50 

8.50 

8.50 

7.25 


497.1 

72.0 
49.8 
477.8 
183.3 


23.5 

5.6 
11.4 
0.3 
0.6 


7.00 

4.25 
8.50 
8.50 
8.50 


National  Securities 

Bond  Fund   

Preferred  Fund   

Sentinel  Bond  Fund*  (started  9/69) 
United  Bond  Fund   


$0.71 
0.90 
0.59 
0.88 
0.93 
0.97 


Investors  Selective  Fund   -6  2  -  0  5  8.2 

Keystone  Custodian  Funds 

B-l   -6.2  -  2.0  8.0 

B-2    -4  9  -  1.7  86 

B-4   -4.0  -  2.1  8.8 

Lord  Abbett  Bond  Debenture  Fund  (started  3/71)  -3.4  —  7.9 


0.39 

0.31 
0.63 
0.63 
0.71 


-5.6 

-  3.4 

8.9 

141.6 

5.4 

7.25 

0.80 

-7.8 

-  1.2 

7.1 

4.2 

-14.3 

7.25 

0.76 

-8.7 

10.4 

6.8 

51.1 

8.50 

1.50 

-6.7 

-2.4 

8.6 

282.9 

10.4 

8.50 

0.47 

Not  Rated 


BOND  &  PREFERRED  STOCK  FUNDS  (NO  LOAD) 


Alpha  Income  Fund  (started  7/70)   -4  5% 

Babson  (D.L.)  Income  Trust    -6  1 

Fidelity  Corporate  Bond  Fund  (started  8/71)    -6.1 

Fund  for  U.S.  Govt  Securities  (started  10/69)    ...  -7.1 

Northeast  Investors  Trust    -6.6 

Steadman  Associated  Fund    -4.8 


5.2% 


2.3 
4.4 


7.7% 

$7.5 

1.4 

none 

$1.50 

7.1 

35.4 

14 

none 

0.75 

8.6 

98.7 

65.6 

none 

0.65 

7.3 

93.3 

-12.9 

none 

0.96 

9.2 

159.0 

6.4 

none 

0.64 

7.1 

47.4 

-8.7 

none 

1.35 

Not  Rated 


Where 
Traded 


American  General  Bond  Fund  (started  10/70)    . . . 

-6.3% 

8.6% 

$219.5 

-5.6 

NYSE 

$0.71 

Orexel  Bond-Debenture  Trading  Fd  (started  9/71)  . 

-6.8 

7.4 

46.8 

-6.8 

NYSE 

1.18 

Federated  Inc  &  Pvt  Placement  Fd  (started  3/72)  . 

-3.4 

9.0 

45.5 

-3.0 

0-T-C 

1.30 

Fort  Dearborn  Income  Securities  (started  12/72)  . 

-6.5 

8.2 

101.0 

-6.7 

NYSE 

0.70 

John  Hancock  Investors  (started  1/71)   

-5.4 

8.6 

130.0 

-4.3 

NYSE 

0.64 

Independence  Square  Income  Sees  (started  2/72) 

-2.7 

8.7 

33.5 

-2.6 

0-T-C 

0.87 

Lincoln  Natl  Direct  Placement  Fd  (started  1 1/72)  . 

-2.0 

9.0 

48.2 

-1.4 

NYSE 

1.74 

MassMutual  Corporate  Investors  (started  8/71) 

4.7 

7.4 

84.7 

4.6 

NYSE 

0.97 

MassMutual  Income  Investors  (started  1/73)  

-6.3 

7.9 

131.9 

-6.4 

NYSE 

0.84 

Mutual  of  Omaha  Interest  Shares  (started  1/72)  . . 

-6.3 

8.2 

90.1 

-5.3 

NYSE 

0.78 

Paul  Revere  Investors  (started  9/71)   

-1.0 

8.1 

41.5 

-1.0 

0-T-C 

1.10 

St  Paul  Securities  (started  9/72)   

-7.0 

8.4 

115.0 

-6.9 

NYSE 

0.76 

Transamerica  Income  Shares  (started  1 1/72)   

-5.3 

8.5 

121.7 

-5.3 

NYSE 

0.65 

USLIFE  Income  Fund  (started  12/72)  . . .,  

-5.9 

8.9 

58.4 

-4.6 

NYSE 

1.08 

Vestaur  Securities  (started  12/72)  

-6.5 

10.0 

81.7 

-4.1 

NYSE 

1.00 

Maximum 

Sales 

Not  Rated         EXCHANGE  FUNDS 

Charge 

6.6% 

0.3% 

2.7% 

$51.3 

0.6 

none 

$0.66 

8.5 

0.1 

2.7 

40.7 

1.5 

none 

0.63 

-0.4 

-  1.2 

3.1 

48.9 

-7.7 

none 

0.66 

-0.2 

-  3.1 

3.0 

8.3 

-15.3 

none 

1.00 

Diversification  Fund   

-0.6 

0.2 

3.1 

51.5 

-9.5 

none 

0.65 

Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 
Formerly  Sentinel  Income  Fund. 
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SrORBES 

FUND  RATINGS- 1 978 


Investment 
Results 


10- Year 

Average 

Latest 

Total  Assets 

Latest 

Annual 

12  Months 

6/30/78 

%  Change 

Maximum 

Annual 

12  Months 

Growth 

Dividend 

In 

1978  vs. 

Sales 

Expenses 

Gain 

Rate 

Return 

Millions 

1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9% 

-1.3% 

5.3% 

1 

FORBES  Stock  Fund  Average 

0.5% 

-2.1% 

3.6% 

FORBES  Balanced  Fund  Average 

-4.4% 

-1.8% 

-j  7% 

 , 

EXCHANGE  FUNDS 

-3.0% 

-  3.2% 

4.2% 

$21.9 

-9.1 

none 

$1.22 

Fourth  Empire  Fund   

-1.8 

-  2.5 

4.0 

19.6 

- 12.9 

none 

1.27 

-0.1 

0.0 

3.2 

43.8 

-7.6 

none 

0.69 

Federal  Street  Fund  

1.0 

-  0.1 

2.9 

185.3 

-4.4 

none 

0.55 

Fiduciary  Exchange  Fund   

6.5 

-  0.1 

3.0 

38.7 

-2.3 

none 

0  68 

Second  Ficudiary  Exchange  Fund   

1.0 

-  0.8 

3.2 

521 

-5.1 

none 

0.65 

Kind  of 

Where 

Shares 

DUAL  PURPOSE  FUNDS 

Traded 

Capital 

5.4% 

-  7.8% 

none 

$38.9 

2.6 

NYSE 

$0.98 

Income 

6.1% 

Capital 

Gemini  Fund  

10.9 

5.7 

none 

NYSF 

11  1  JL 

n  7i 

u.  /  *♦ 

Income 

— 

— 

15.8 

Capital 

Hemisphere  Fund   

-74.8 

-32.7 

none 

1 7  0 

fi  6 

n  qk 

U.  JO 

Income 

— 

— 

5.4 

Capital 

-16.7 

-  8.0 

none 

27.7 

-7.7 

NYSE 

0.81 

Income 

9.3 

Capital 

Leverage  Fund  of  Boston   

7.3 

1.5 

none 

11  1  JL 

U.  /  J 

Income 

Leverage  Fund  of  Boston   

— 

— 

9.6 

Capital 

Pegasus  Income  &  Capital  Fund   

-24.9 

-14.5 

none 

5.5 

-11  % 

1  87 

J.O/ 

Income 

Pegasus  Income  &  Capital  Fund   

— 

— 

2.8 

Capital 

-1.0 

-  2.9 

none 

1  fi 

—  1.0 

n  88 

If. oo 

Income 

— 

— 

8.4 

Capital 

1.2 

-  1.5 

none 

104  8 

0  8 

NYSF 

11  1  OL 

n  7i 

O./b 

Income 

Scudder  Duo-Vest   

— 

— 

8.9 

Capital 

Scudder  Duo-Vest  Exchange  Fund   

-5.7 

-  2.2 

none 

LL.i 

—  O.i 

ft  T  p 

n  on 

Income 

— 

— 

9.0 

Maximum 

Type  of 

NEW  FUNDS 

Sales 

Fund 

Charge 

Stock 

Advance  Investors  Corp  (started  2/73)   

1.7% 

— 

1.4% 

$25.1 

- 19.8 

none 

$1.19 

Bond 

Aetna  Income  Shares  (started  5/73)  

-6.2 

— 

8.2 

26.9 

-10.6 

none 

0.95 

Bond 

Alliance  Bond  Fund  (started  9/73)   

-6.8 

— 

7.9 

26.2 

-8.4 

none 

0.65 

Bond 

American  Fund  of  Govt  Sees  (started  12/73)   

-7.7 

— 

7.4 

15.2 

1.3 

1.75% 

0.93 

Exchange 

American  General  Exchange  Fund  (started  9/76) 

6.0 

— 

2.2 

44.3 

2.6 

none 

0.92 

Bond 

American  Investors  Income  Fund  (started  1/76)  . . 

-2.9 

— 

8.9 

8.0 

135.3 

none 

1.50 

Stock 

American  Managed  Securities  (started  12/75) 

-2.7 

2.1 

3.0 

-14.3 

none 

1.54 

Stock 

American  National  Income  Fund  (started  5/70) 

1.4 

5.5 

6.2 

93.8 

8.50 

1.00 

Stock 

Anchor  Spectrum  Fund  (started  12/73)  

-2.5 

2.8 

23.3 

-20.5 

725 

0.79 

Bond 

Bond  Fund  of  America  (started  5/74)  

-7.1 

8.8 

134.6 

17.6 

8.50 

0.63 

Bond(C) 

Bunker  Hill  Income  Securities  (started  10/73)   . . 

-5.5 

8.8 

54.1 

-5.4 

none 

0.79 

Bond 

Calif  Fd  for  Inv  in  U.S.  Govt  Sees  (started  5/73)  . 

-6.3 

8.5 

32.9 

32.1 

none 

1.52 

Exchange 

Chestnut  Street  Exchange  Fund  (started  9/76)  . . . 

4.4 

2.8 

85.6 

-0.5 

none 

0.79 

Bond(C) 

Circle  Income  Shares  (started  6/73)  

-5.3 

8.1 

31.5 

-4.6 

none 

0.75 

Stock(C) 

CL  Assets  (started  1/73)  

NM 

none 

9.3 

0.0 

none 

2.20 

Bond(C) 

CNA  Income  Shares  (started  5/73)  

-6.5 

8.7 

62.7 

-6.6 

none 

0.88 

Stock 

Colonial  Option  Income  Fund  (started  4/77)   

-2.2 

3.8 

141.4 

124.1 

8.50 

0.99 

Stock 

-1.0 

4.2 

2.6 

4.0 

8.50 

1.00 

Bond 

Composite  Income  Fund  (started  1/76)   

-6.6 

7.8 

5.1 

24.4 

7.00 

1.06 

Balanced 

Convertible  Yield  Securities  (started  3/78)   

# 

■  24.0 

6.50 

1.25 

Bond(C) 

Current  Income  Shares  (started  4'73)   

-7.6 

8.7 

46.1 

-7.4 

none 

080 

Bond 

Dreyfus  Intermediate  Bond  Fund  (started  6/76) 

-5.8 

7.0 

11.5 

-20.1 

none 

1.07 

Stock 

Dreyfus  Number  Nine  (started  2/72)   

24.9 

0.7 

14.7 

59.8 

none 

1.50 

Stock 

Eagle  Growth  Shares  (started  10/71)   

12.4 

1.8 

3.2 

6.7 

8.50 

1.66 

Stock 

Equitec  Fund  (started  5/77)   

-3.4 

3.5 

4.2 

61.5 

8.50 

1.86 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  January  11,  1973  or  have  met  the  $2  million  criterion  for  the  first  time. 

#  Fur.d  not  in  operation  for  full  period. 
(C)  Closed-end  investment  company. 
NM  Not  meaningful. 
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A  WE  ALTH  OF 
INFORMATION  CAN  BE 

WORTHLESS. 


American  business  currently  has  more  than  324  billion  documents 
to  deal  with. 

Each  year  another  72  billion  are  added  to  the  pile. 
And  there  have  probably  been  times  when  it  seemed  as  if  all  of 
them  wound  up  on  your  desk. 

Having  all  this  information  around  can  be  an  embarrassment  of 
riches.  But  it  can  also  be  just  an  embarrassment. 

With  so  much  information  arriving  so  fast,  how  do  you  cope 
with  it  all?  How  do  you  organize  it,  edit  it,  transmit  it,  and  store  it 
so  you  can  find  it  again? 

At  Xerox,  our  business  is  helping  solve  problems  like  these. 

Not  just  with  new  and  better  copiers.  But  also  with  electronic 
typing  systems  that  let  you  quickly  create,  edit  and  store  information. 

Telecopier  transceivers  and  communicating  typewriters  that 
transmit  it. 

Even  computer  services  that  let  you  organize  information  with 
the  efficiency  of  a  computer— without  the  expense  of  owning  one. 

Actually,  everything  we  do  helps  you  manage  information. 

Because  business  today  runs  on  information.  That  makes  it 
priceless. 

And  at  Xerox,  it's  our  job  to  keep  it  all  from  becoming  worthless. 


XEROX 


Telecopier  ®  .s  a  trademark  of  XEROX  CORPORATION. 


Capital  equipment. 
It  keeps  us  and 
our  customers 
growing  strong. 

In  any  business,  capital  equipment 
means  growth.  And  because  we  specialize 
in  innovative  ways  to  use  capital  equip- 
ment dollars  more  effectively,  our  expertise 
has  helped  Itel  grow  as  much  as  it's  helped 
our  customers. 

Since  we  concentrate  on  two  of  the 
largest  categories  of  capital  equipment  — 
transportation  and  computer  equipment  — 
we've  built  a  large,  ever-expanding  asset 
base  in  order  to  meet  our  customers'  grow- 
ing needs. 

The  result  has  been  outstanding  financial 
performance.  In  the  first  six  months  of 
1978  alone,  Itel's  revenues  reached  a  new 
high  of  $265.9  million,  compared  to  $164 
million  for  the  same  period  last  year.  And 
our  net  income  for  the  first  half  of  the 
year  increased  to  a  record  $16.8  million. 

We've  designed  and  built  our  success 
in  capital  equipment  leasing  with  innova- 
tive marketing  ideas.  And  as  we  continue 
to  grow,  the  same  type  of  creative  thinking 
will  serve  our  customers  as  well  as  it's 
served  us. 

Itel.  We're  a  company  that  will  grow 
on  you. 

For  further  information,  write  or  call 
for  our  annual  report.  Itel  Corporation, 
One  Embarcadero  Center,  San  Francisco, 
California  94111,  (415)  955-0000. 


ASSETS 

Millions  of  Dollars 


1973    1974    1975    1976  1977 


Itel  stock  is  traded  on  the  NYSE  under  the  symbol  I. 


1^  1 

* 


Fuel  efficiency  is  a  continuing  concern  in  our  design  of  construction 
equipment.  Engines,  power  transmissions,  and  even  maintenance 
schedu  es  -e:eive  emphasis.  Results  can  be  seen  in  the  new  family 
of  hydrostatic-drive  crawlers  which  we  pioneered.  When  there  is  no 
hydraulic-system  demand,  nearly  100  percent  of  engine  power  is 
transmitted  to  the  tracks — an  efficiency  gain  of  about  1 5  percent  over 
many  conventional  drive  systems.  Your  inquiries  about  our  equipment 
and  our  company  are  welcome.  John  Deere.  Moline.  Illinois  61265 


JOHN  DEERE  on  the  move 


Forbes 


=UND  RATINGS- 1978 


Investment 

rxesuns 

10- Year 

Latest 

Average 

Latest 

Total  Assets 

Annual 

12  Months 

6/30/78 

%  Change 

Maximum 

Annual 

Type  of 

12  Months 

Growth 

r\;,,;  j.n  a 

Dividend 

In 

1978  vs. 

Sales 

Expenses 

Fund 

Gain 

Rate 

Return 

Millions 

1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9% 

-1.3% 

5.3% 

FORBES  Stock  Fund  Average 

0.5% 

-2.1% 

3.6% 

FORBES  Balanced  Fund  Average 

-4.4% 

-1.8% 

5.7% 

NEW  FUNDS* 

Fvpolcirtr  1  nmmn  Chirac  / — *  —  —t _  _|  C/*?0\ 

-7.1% 



8.1% 

$47.1 

-7.1 

none 

$0.78 

Stock 

Farm  Bureau  Growth  Fund**  fctartpri  7/7  H 

C.J 

3.1} 

1A  C 

10.4 

8.50% 

0.95 

i  Exchange 

Federated  Exchange  Fund  (started  1/77)  

9.9 

2.2 

80.0 

3.2 

nunc 

i  ni 

l.Ul 

Bond 

Federated  High  Income  Securities  (started  12/77) 

# 

43.4 

6.50 

Stock 

Federated  Option  Income  Fund  (started  6/77)  . . . 

-2.8 

4.1 

35.4 

-6.4 

8.50 

1  ?7 

Rnnri 

DUI  Ivi 

riueiiiy  Aggressive  income  runa  (started  in//) 

# 

34.3 

— 

none 

N.A. 

Exchange 

Fidplitv  F vrhanaA  PiinH  fctartoH  1  9/7A) 

l  a 

1.4 

2.8 

94.2 

-1.6 

none 

0.68 

Bond 

Fidelity  Thrift  Trust  (started  5/75)  

-4.6 

7.1 

34.0 

-33.5 

none 

0.63 

Stock 

First  Index  Investment  Trust  (started  8/76) 

-5.2 

4.5 

61.7 

250.6 

none 

0  46 

Stock 

Fundamerica  of  Japan  (started  4/73)   

3.3 

1.7 

21.4 

-15.4 

6.50 

1  16 

Inu    Ah  marl 

C    T   Parifis-  Painrl  fefartAH  1  t~7~f\ 

00  f\ 

J0.U 

1.1 

9.4 

168.6 

none 

1.50 

Stock 

GatPWAV  Ontinn  Inrnmp  Punrl  fctar+c*H  1  0I77\ 
uaicnaj  wptiui i  11 IWI ■  IC  ruiiu  \ oldj  lc*J  l /  / /    •  •  ■ 

7  fl 
IV 

none 

1.50 

Stock 

Edson  Gould  Fund  (started  12/76)   

3.9 

1.6 

5.2 

18.2 

none 

1.50 

Balanced 

GPM  Fund  

-8.8 

7.7 

2.1 

31.3 

8.00 

3.78 

Stock 

Guardian  Park  Avenue  Fund  (started  6/72)   

12.0 

2.9 

11.9 

46.9 

8.50 

1.08 

DUI  IU 

mhn  Uanrnrlr  Rnnrl  dmrl  /cfar+Arl  1  1  /7Q\ 

7  0 

—  I.i 

3  A 

8.4 

183.1 

41.1 

8.00 

0.76 

Bond(C) 

—  O.o 

e.b 

1  K7  0 

£  7 
-0./ 

none 

0.60 

|  Bond(C) 

Hatteras  Income  Securities  (started  4/73) 

-6.3 

8.5 

50.1 

-3.1 

none 

0.81 

Bond 

High  Yield  Securities  (started  9/77)   

# 

81.9 

6.50 

0.97 

Bond 

Holdings  of  U.S.  Government  Sees  (started  11/77) 

# 

2.9 

none 

N.A. 

DOnQ 

-6.3 

8.8 

171.9 

52.8 

3.50 

0.57 

IMA  Inuactmant  Qaniritiac  tctnrltiri  1  /7Q\ 

7  n 
—  /.U 

O.U 

QA  1 

84./ 

7  A 

none 

1.43 

Bond 

Income  Trust  for  US  Govt  Guar  Sees  (started  6/77) 

-7.4 

7.2 

6.9 

56.8 

2.50 

0.50 

Bond(C) 

Intercapital  Income  Securities!  t  (started  4/73) 

-7.1 

9.0 

191.0 

-5.9 

none 

0.71 

Bond 

Kemper  High  Yield  Fund  (started  1/78)   

# 

74.2 

6.75 

N.A. 

RnrtH 

Dunu 

r\emper  inc  «  uapi  preservation  ra  (sianea 

-3.4 

0.2 

1  1  7  C 

117. 6 

27.6 

6.00 

0.56 

Komnor  Ontinn  ln/*nma  PiinH  dm\ 

rtciiiuer  upuuu  incoinc  runa  isidneu  oi  /  / 1    •  •  •  • 

U.5 

J.O 

03. 6 

A(\  A 
4U.U 

o  en 
o.OU 

U.OO 

Bond 

Lexington  Income  Fund  (started  10/73)   

-6.6 

7.7 

8.7 

8.8 

8.50 

1.51 

Stock 

38.7 

1.3 

10.0 

244.8 

none 

1.46 

Stock 

Lord  Abbett  Developing  Growth  Fd  (started  10/73) 

49.1 

0.4 

13.1 

101.5 

8.50 

1.50 

Rnnrl 

Donu 

Massachusetts  Financial  Bond  Fd  (started  5/74) 

-0.0 

7  O 

/.9 

1  AC  C 

14b. b 

01  A 

22  A 

7  OC 

7.25 

0.72 

DUIIU 

Mace       hncaHc  CimH  fnr  Inrnma  /ctortaff  1  O / T O \ 

(vidsbrft-iiubciib  runa  sor  income  \sianeu  \.£.\  1 3)  . . 

<\  Q 

—  J. 3 

7  Q 

/.3 

Id. J 

o.ou 

i  f\f\ 
i.uu 

Stock 

Merrill  Lynch  Basic  Value  Fund  (started  7/77)   . . . 

# 

89.4 

4.00 

0.94 

Stock 

Merrill  Lynch  Capital  Fund  (started  10/73)  

1.5 

3.1 

106.3 

-17.5 

4.00 

0.86 

ii  Balanced 

Merrill  Lynch  Equi-Bond  1  Fund  (started  1/78)  

# 

18.3 

4.00 

2.79 

Stock 

Merrill  Lynch  Special  Value  Fund  (started  5/78)  . . 

# 

55.8 

4.00 

N.A. 

Specialized 

Money  Market/Options  Investments  (started  3/76) 

-0.8 

3.7 

3.7 

-26.0 

5.75 

1.52 

I  Bond(C) 

Montgomery  Street  Income  Sees  (started  2/73)  . . . 

-6.1 

8.6 

175.1 

-5.6 

none 

0.64 

Bond 

Monthly  Income  Shares  (started  3/74)   

-6.4 

8.0 

47.3 

37.9 

8.50 

0.97 

Stock 

Mutual  Benefit  Fund  (started  1/71)  

-2.0 

3.1 

18.5 

8.2 

8.50 

1.00 

Bond 

Mutual  of  Omaha  America  Fund  (started  10/73) 

-4.6 

6.4 

6.9 

4.6 

4.50 

1.15 

Bond 

NEL  Income  Fund  (started  1 1/73)  

-6.8 

8.0 

34.1 

17.2 

8.00 

0.75 

Stock 

New  Perspective  Fund  (started  5/73)   

13.1 

2.2 

173.3 

4.4 

8.50 

0.99 

13  Inv.  Abroad 

Nomura  Capital  Fund  of  Japan  (started  1 1/76)  . . . 

31.6 

0.3 

17.2 

-35.1 

7.00 

1.50 

Bond 

North  Star  Bond  Fund  (started  8/77)  

# 

5.8 

none 

1.00 

Stock 

Oppenheimer  Option  Income  Fund  (started  10/77) 

# 

66.2 

8.50 

0.57 

Stock 

32.6 

1.3 

21.8 

172.5 

8.50 

1.06 

Bond(C) 

Pacific  American  Income  Shares  (started  3/73)  . . 

-5.9 

8.2 

86.4 

-5.9 

none 

0.73 

Stock 

Pilgrim  Formula  Shares  (started  12/73)   .... 

-4.2 

2.5 

3.3 

-23.3 

5.75 

1.40 

Stock 

11.8 

2.1 

3.2 

-15.8 

none 

1.00 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  January  11, 1973  or  have  met  the  $2  million  criterion  for  the  first  time. 

**  Formerly  Challenger  Investment  Fund. 

tt  Formerly  Standard  &  Poor's  Intercapital  Income  Securities. 

#  Fund  not  in  operation  for  full  period. 

(C)  Closed-end  investment  company. 

NA  Not  available. 
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You  cant  run 
11  successful 
companies 

with  just 
one  man. 


Lawrence  G  Blackmon 
President  & 

Chief  Executive  Officer. 
Microdot  Inc. 
10  years  service 


MaxR  Dodson 
President  & 

Chief  Executive  Officer, 
Lone  Star  Steel  Co 
27  years  service 


Paul  M  Einhorn 
President, 

Universal  Manufacturing 

Corporation 

29  years  service 


Charles  E  Fancher 
President, 
Imperial  Heading 
Corporation 
10  years  service 


Martin  Finch 
President  & 
Chief  Executive  Officer. 
The  Buckingham  Corp 
4  years  service 


Paul  F.  Hoffman 
Chairman  & 
Chief  Executive  Officer. 
Velsicol  Chemical  Corp 
8  years  service 


John  B  Holland 
Chairman  & 
Chief  Executive  Officer, 
Union  Underwear  Co.,  Inc 
16  years  service 


Thomas  P  Kemp 

President  & 

Chief  Executive  Officer, 

Coca-Cola  Bottling  Co 

of  Los  Angeles 

15  years  service 


Robert  Kurtzer 
President. 

Fruit  of  the  Loom,  Inc 
15  years  service 


Peter  H.  Noznesky 
President  & 
Chief  Executive  Officer, 
General  Battery  Corp 
12  years  service 


Robert  C  Turrentine 
President, 

Acme  Boot  Company,  Inc 
31  years  service 


p 

specially  when 
our  goal  is  that 
our  companies  hold 
leadership  positions  in 
their  industries  and  have 
good  years  even  during 
hard  times. 

This  requires  1 1 
strong  chief  executives 
with  1 1  good  manage- 
ment teams.  Our  com- 
pound annual  growth 
rate  of  25.9%  in  earnings 
per  share  over  the  past 


nine  years  shows  how 
well  they've  done  their 
jobs.  (Over  this  same 
period,  earnings  of  the 
Standard  &  Poor's  400 
compounded  at 
about  7%.) 

CEOs  Average 
16  Years 

Our  chief  executives 
have  been  with  their 
companies  an  average  of 
16  years.  Each  has 
helped  build  his  com- 
pany, helped  solve  its 


problems,  helped  keep  it 
moving  ahead. 

They  provide  the  kind 
of  leadership  and  stability 
we  look  for  in  the  compa- 
nies we  acquire.  In  fact, 
one  of  our  most  impor- 
tant criteria  when  con- 
sidering a  company  for 
acquisition  is  that  it  be 
well  run  and  have  a 
management  that's  will- 
ing to  remain.  When  we 
evaluate  a  company's 
assets,  we  include  the 
quality  of  its  management. 

We  also  believe  that 
strong  people  won't  stay 
where  they're  not  chal- 
lenged. So  we  give  each 
chief  executive  maximum 
control  over  his  com- 
pany's day-to-day  opera- 
tions. He  determines  what 
the  company's  goals 
should  be  and  how  to 
accomplish  them. 

We  believe  in  strong 
financial  incentives,  too. 
Each  chief  executive's 
compensation— and 
that  of  his  key  officers- 
is  tied  to  the  performance 
of  his  company— based 
on  profitability  and  usually 
on  return  on  capital,  too. 
It's  the  kind  of  an  arrange- 
ment the  right  people 
thrive  on. 

It's  a  system  that  has 
worked  for  us.  Last  year 
Northwest  Industries 
earned  $129.4  million 
or  $4.20  per  share  (re- 
stated for  2  for  1  stock 
split  in  1978),  our  eighth 
straight  year  of  growing 
earnings.  And  our  after- 
tax return  on  average 
total  capital,  including 
debt  and  capitalized 
leases,  in  1 977  was  1 3.8%. 
We  also  provided  a  re- 
turn on  average  common 
equity  of  20.3%,  com- 
pared to  about  15%  for 
the  S&P400. 


Dividend  Keeps 
Growing 

Our  common  divi- 
dend has  been  moving  up 
regularly,  too.  It  has  in- 
creased from  an  annual 
rate  of  $.25  in  1971  to 
the  present  rate  of  $1 .75 
per  share.  Meanwhile, 
our  payout  ratio  declined 
from  54%  to  29%  in  1977. 

Growth  like  this 
couldn't  happen  if  just 
one  man  were  running 
the  whole  show.  To  find 
out  more  about  our  sys- 
tem of  management, 
send  for  our  annual 
report  or  our  SEC  Form 
10-K.  Write  us  at  6300 
Sears  Tower,  Chicago,  IL 
60606. 


Northwest  Industries, lnG 


Forbes  .  

fund  ratings-1978 


Investment 
Results 


10- Year 

Average 

Latest 

Total  Assets 

Latest 

Annual 

12  Months 

6/30/78 

%  Change 

Maximum 

Annual 

Type  of 

12  Months 

Growth 

Dividend 

In 

1978  vs. 

Sales 

Expenses 

Fund 

Gain 

Rate 

Return 

Millions 

1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9% 

-1.3% 

5.3% 

FORBES  Stock  Fund  Average 

0.5% 

-2.1% 

3.6% 

FORBES  Balanced  Fund  Average 

-4.4% 

-1.8% 

5.7% 

NEW  FUNDS* 

Bond 

Pliyield  Fund  (started  9/75)  

-3.6% 

— 

6.2% 

$  3.7 

42.3 

8.50% 

$2.08 

Stock(C) 

Precious  Metals  Holdings  (started  2/74)   

5.2 

— 

3.5 

27.9 

14.8 

none 

1.54 

tionu 

Rowe  Price  New  Income  Fund  (started  10/73)    . . 

i  7 
—  H.I 

7  R 

/  .0 

CO  J.  J 

1 1  Q 
11.9 

none 

J  Jo 

Bond 

DDD  Inrnma  Fun/4  fefar+oH  7/741 

—  J.O 

7  °, 

1  S  R 
1  J.O 

none 

Bona 

Dufn^m  Llitfvti  ViaI/4  CunH  frlnrtn^  1  /7Q\ 

JL 

w 

K  71 

D./D 

N  A 

Stock 

Putnam  Option  Income  Trust  (started  6/77)   

1.9 

— 

2.5 

81.5 

79.1 

8.50 

1.02 

Stock 

Qualified  Dividend  Portfolio  (started  12/75)   

0.8 

— 

6.4 

12.9 

193.2 

none 

0.80 

Bond 

Qualified  Dividend  Portfolio  II  (started  12/75)  . . . 

-9.0 

— 

9.0 

17.8 

47.1 

none 

0.83 

Stock 

Quasar  Associates   

31.9 

— 

none 

3.3 

26.9 

none 

1.19 

Balanced(C) 

S-G  Securities  (started  6/73)  

2.1 

— 

none 

15.1 

1.3 

none 

2.04 

Bond 

St  Paul  Income  Fund  (started  3/73)   

-6.4 

— 

8.1 

6.8 

17.2 

6.00 

1.28 

Bond 

Security  Bond  Fund  (started  12/70)  

-4.2 

— 

7.7 

19.7 

48.1 

2.75 

0.92 

Stock 

Sierra  Growth  Fund   

7.3 

— 

2.5 

4.1 

-8.9 

none 

2.00 

Bond 

Sigma  Income  Shares  (started  1 1/74)   

-5.4 

— 

8.3 

14.5 

20.8 

8.50 

0.88 

Bond(C) 

State  Mutual  Securities  (started  2/73)  

-5.5 

8.4 

99.0 

-5.5 

none 

0.94 

Exchange 

State  Street  Exchange  Fund  (started  12/76)  

0.8 

— 

2.8 

91.3 

-2.0 

none 

0.48 

Stock 

Stratton  Growth  Fund  (started  10/72)   

5.0 

— 

2.2 

4.5 

73.1 

none 

1.94 

Stock 

Sun  Growth  Fund  (started  8/71)   

1.6 

— 

2.2 

8.3 

22.1 

8.50 

1.24 

Stock 

Templeton  World  Fund  (started  1/78)  

— 

— 

# 

13.7 

— 

8.50 

1.50 

Bond 

Trinwall  Bond  Fund  (started  12/75)   

-7.2 

— 

7.8 

9.2 

22.7 

4.75 

0.75 

Stock 

United  Services  Fund  (started  6/70)   

26.4 

— 

7.3 

16.8 

130.1 

none 

1.30 

Exchange 

Vance,  Sanders  Exchange  Fund  (started  6/76)   . . 

6.8 

— 

2.5 

107.9 

3.2 

none 

0.84 

Bond 

Vance,  Sanders  Income  Fund  (started  6/73)  

-5.9 

— 

7.9 

12.3 

20.6 

8.50 

0.89 

Bond 

Westminster  Bond  Fund  (started  7/73)   

-5.7 

— 

8.4 

48.6 

1.7 

none 

0.77 

Portfolio 

Avg.  Maturity 

(days) 

MDMCV  M1DVCT  CI  i Kl PIC 

MUlMfcT  IViAKrxbi  rUINUo 

65 

American  General  Reserve  Fund  (started  7/74)  . . 

— 

— 

4.9% 

$10.9 

275.9 

none 

$1.19 

23 

American  Liquid  Trust  (started  7/75)   

— 

— 

5.7 

25.6 

143.8 

none 

0.75 

77 

Anchor  Daily  Income  Fund  (started  10/74)   

— 

— 

5.7 

33.3 

17.7 

none 

0.86 

9 

.     .  .   '1  .   |     ^%  _                       A  '  _    .  -                         J     /  _X               _  J      *t  ^\  /         O  \ 

— 

— 

4.7 

91.1 

67.5 

none 

1.32 

64 

Cash  Management  Tr  of  America  (started  1 1/76) 

— 

— 

5.4 

20.3 

331.9 

none 

1.00 

22 

Cash  Reserve  Management  (started  1/77)  

— 

— 

5.7 

139.3 

682  6 

none 

0.86 

20 

Centennial  Capital  Cash  Mgmt  Trust  (started  7/74) 

6.1 

29.8 

150.4 

none 

0.41 

27 

CG  Money  Market  Fund  (started  1/75)   

5.2 

9.4 

17.5 

7.50% 

1.00 

95 

Columbia  Daily  Income  Company  (started  11/74) 

5.4 

21.8 

-0.5 

none 

1.03 

35 

Current  Interest  (started  6/74)   

5.5 

5.2 

-13.3 

none 

1.32 

69 

Daily  Income  Fund  (started  7/74)  

5.7 

74.3 

66.2 

none 

0.80 

99 

Dreyfus  Liquid  Assets  (started  1/74)   

5.9 

732.9 

10.2 

none 

0.68 

88 

Dreyfus  Money  Market  Instruments  (started  4/75) 

5.7 

63.9 

45.6 

none 

0.76 

42 

Eaton  &  Howard  Cash  Mgmt  Fund  (started  1/75)  . 

5.9 

10.1 

90.6 

none 

0.65 

39 

Fidelity  Daily  Income  Trust  (started  5/74)   

6.0 

676.7 

63.6 

none 

0.40 

11 

Financial  Daily  Income  Shares  (started  3/76)   . . . 

5.7 

9.2 

33.3 

none 

0.62 

NA 

First  Multifund  for  Daily  Income  (started  8/74)  . . 

6.3 

11.9 

1.7 

none 

0.80 

61 

First  Variable  Rate  Fd  for  Govt  Inc  (started  12/76) 

6.9 

25.9 

2,254.6 

none 

0.90 

51 

Franklin  Resources  Liq  Assets  Fd  (started  1/76)  . 

5.6 

5.8 

65.7 

none 

1.00 

115 

Fund  for  Government  Investors  (started  3/75)  . . . 

5.7 

42.6 

24.6 

none 

0.53 

54 

Gradison  Cash  Reserves  (started  5/76)   

5.7 

.  41.7 

51.1 

none 

0.80 

45 

Holding  Trust  (started  6/74)  

5.5 

18.0 

104.6 

none 

0.37 

28 

Intercapital  Liquid  Asset  Fund**  (started  9/75)  . 

5.7 

165.1 

1,179.8 

none 

0.86 

62 

Kemper  Money  Market  Fund  (started  1 1/74)   

6.0 

76.5 

48.3 

none 

0.74 

20 

Liquid  Capital  Income  (started  11/74)  

5.5 

57.5 

190.4 

none 

1.00 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  January  11,  1973  or  have  met  the  $2  million  criterion  for  the  first  time. 
**  Formerly  Standard  &  Poor's  Intercapital  Liquid  Asset  Fund. 

#  Fund  not  in  operation  for  full  period. 
(C)  Closed-end  investment  company. 

NA  Not  available. 


86 


FORBES,  AUGUST  21,  1978 


$  in  Millions 


Capital  Expenditures 


1972 


And  expanding  production 
capabilities  to  accelerate 
world-wide  growth. 

In  1972,Fruehauf  capital  expenditures  for  new 
production  plants  and  equipment  reached  $29 
million.  Last  year,  they  topped  $70  million. 

Which  says  we're  growing  with  a  growing 
world-wide  transportation  industry.  And  we're 
in  a  better  position  than  ever  before  to 
increase  earnings. 

For  a  guided  tour  of  our  growth,  send  for 
our  Annual  Report:  Fruehauf  Corporation, 
Dept.  FO-78,  10900  Harper,  Detroit,  Mich.  48232. 
Total  Transportation  .  .  .  the  World  of  Fruehauf 
.  .  .  we're  rolling. 


New,  lightweight  structural  I-beam  welding  line 
at  Milan,  Michigan. 


Our  new  Fresno  plant  — one  of  the  facilities 
behind  our  growing  production  capabilities 


For  bes 


FUND  RATINGS- 1978 

Investment 

Results 

10-Year 

Average 

Latest 

Total  Assets 

Portfolio 

Latest  Annual 

12  Months 

6/30/78   %  Change 

Maximum 

Annual 

Avg.  Maturity 

li  Monins  urowin 

uivioeno 

In              1  Q7ft  uc 
IN                13/0  Vb 

oaies 

Expenses 

(days) 

Gain  Rate 

Return 

Millions  1977 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 

-4.9%  -1.3% 

5.3% 

FORBES  Stock  Fund  Average 

0.5%  -2.1% 

3.6% 

FORBES  Balanced  Fund  Average 

-4.4%  -18% 

5.7% 

MONEY  MARKET  FUNDS 

21 
70 
19 
48 
101 


Massachusetts  Cash  Mgmt  Trust  (started  12/75) 
Merrill  Lynch  Ready  Assets  Trust  (started  2/75)  . . 
Midwest  Income  Investment  Co  (started  12/74)  . . 

Money  Market  Management  (started  1/74)   

Money  Shares  (started  1/78)   

Moneymart  Assets  (started  6/76)   

National  Liquid  Reserves  (started  8/74)   

Oppenheimer  Monetary  Bridge  (started  4/74)  

Rowe  Price  Prime  Reserve  Fund  (started  3/76)  . . 

Putnam  Daily  Dividend  Trust  (started  9/76)   

Ready  Reserves  Trust  (started  2/76)  

The  Reserve  Fund  (started  11/71)   

Scudder  Cash  Investment  Trust  (started  7/76)  . . . 

Scudder  Managed  Reserves  (started  8/74)   

Selected  Money  Market  Fund  (started  10/77)  

SteinRoe  Cash  Reserves  (started  10/76)   

Temporary  Investment  Fund  (started  10/73)  

Trinwall  Cash  Reserve  (started  12/75)   

Trust  for  Short-Term  Federal  Sees  (started  10/75) 
Tr  for  Short-Term  U.S.  Govt  Sees  (started  12/75)  . 
Union  Cash  Management  Fund  (started  1/77)  . . . 
White  Weld  Money  Market  Fund  (started  12/74)  . 
Whitehall  Money  Market  Trust  (started  6/75) 

MUNICIPAL  BOND  FUNDS  

American  Genl  Municipal  Bond  Fd  (started  11/76) 

Bullock  Tax-Free  Shares  (started  2/77)   

CG  Municipal  Bond  Fund  (started  3/77)   

Composite  Tax-Exempt  Bond  Fund  (started  1/77) 
PMC  Tax-Free  Income  Trust-Pen na  (started  3/77) 
Dreyfus  Tax  Exempt  Bond  Fund  (started  10/76)  . 
Federated  Tax-Free  Income  Fund  (started  10/76) 
Fidelity  High  Yield  Municipals  (started  12/77)    . . 
Fidelity  Limited  Term  Municipals  (started  4/77  . . 

Fidelity  Municipal  Bond  Fund  (started  8/76)   

First  Investors  Tax  Exempt  Fund  (started  8/77)  . . 
John  Hancock  Tax-Exempt  Inc  Trust  (started  1/77) 

IDS  Tax-Exempt  Bond  Fund  (started  12/76)   

Kemper  Municipal  Bond  Fund  (started  4/76)  . . . 
Mass  Fund  for  Tax  Exempt  Income  (started  1/78) 
Merrill  Lynch  Municipal  Bond  Fd  (started  11/77)  . 
MFS  Managed  Municipal  Bond  Tr  (started  10/76) 
Mutual  of  Omaha  Tax-Free  Inc  Fund  (started  1/77) 
Natl  Securities  Tax  Exempt  Bonds  (started  11/76) 

NEL  Tax  Exempt  Bond  Fund  (started  5/77)   

Nuveen  Municipal  Bond  Fund  (started  11/76) 
Oppenheimer  Tax-Free  Bond  Fund  (started  10/76) 
Pennsylvania  Tax-Free  Income  Trust  (started  2/77) 
Rowe  Price  Tax-Free  Income  Fund  (started  11/76) 
Putnam  Tax  Exempt  Income  Fund  (started  11/76) 
Scudder  Managed  Municipal  Bds  (started  10/76) 
SteinRoe  Tax-Exempt  Bond  Fund  (started  2/77)  . . 

United  Municipal  Bond  Fund  (started  1 1/76)  

Warwick  Mun  Bd  Fd  Intermed  Tm  (started  9/77) 
Warwick  Mun  Bond  Fd  Long  Term  (started  9/77)  . 
Warwick  Mun  Bond  Fd  Short  Term  (started  9/77)  . 
#  Fund  not  in  operation  for  full  period. 
N.A.  Not  available. 


6.0% 
5.9 
5.6 
5.5 
# 


$  16.2 
901.9 
26.4 
111.0 
5.1 


184.2 
226.9 
3.5 
-36.0 


none 
none 
none 
none 
none 


$0.50 
0.73 
084 
095 
N.A. 


41 
54 
33 
29 
86 


5.3 
5.6 
5.8 
5.8 
5.1 


83.0 
10.5 
78.2 
63.7 
14.5 


237.4 
320.0 
12.5 
43.8 
107.1 


none 
none 
none 
none 
none 


1.09 
0.70 
0.71 
0.64 
1.00 


54 
36 
31 
74 
58 


5.2 
5.9 
5.8 
5.9 
# 


2.2 
331.1 
37.4 
238.4 

2.3 


175.0 
76.3 
110.1 
6.7 


none 
none 
none 
none 
none 


0.81 
1.00 
0.65 
0.72 
N.A. 


86 
58 
139 
61 


5.8 
6.1 
5.9 
5.4 


48.3 
614.4 

17.1 
105.2 


10.0 
136.1 
103.6 

36.8 


none 
none 
none 
none 


0.78 
0.41 
0.75 
0.59 


65 
14 
65 
82 


5.8 
6.0 
5.7 
5.7 


597.4 
18.8 

161.2 
26.4 


208.4 
394.7 
96.6 
796 


-5.7% 

-9.1 

-6.2 

-6.6 

-6.1 


5.6% 

5.9 

5.5 

5.6 

5.4 


$25.3 
14.7 
22.8 
2.9 
24.3 


48.0 
219.6 
185.0 

45.0 
153.1 


none 
none 
none 
none 


4.75% 

4.75 

7.50 

4.50 

4.50 


0.45 
0.47 
0.65 
0.80 


$0.44 

0.75 
0.83 
0.50 
0.63 


-5.5 
-6.9 

-6.5 
-8.6 


5.8 
5.3 
# 
4.5 
5.9 


589.3 
72.5 
70.0 
71.0 

617.0 


102.4 
23.1 

285.9 
22.7 


none 
none 
none 
none 
none 


0.77 
1  10 
N.A. 
0.60 
0.50 


-6.6 
-6.8 
-4.4 


# 

5.0 
5.7 
5.6 
# 


9.0 
10.0 
108.0 
202.4 

3.5 


104.1 
133.3 
26.4 


7.25 
8.00 
4.75 
4.75 
4.75 


1.03 
0.86 
0.58 
0.69 
N.A. 


-4.5 
-7.3 
-6.3 
-7.6 


# 

5.5 
5.1 
5.8 
5.5 


63.5 
50.4 
31.3 
13.9 
11.3 


57.0 
19.0 
76.0 
121.6 


2.00 
4.75 
8.00 
4.75 
4.50 


1.00 
0.30 
0.81 
0.83 
0.91 


-4.2 
-7.4 
-4.4 
-5.3 
-6.6 


5.7 
5.6 
4.6 
5.5 
5.7 


49.6 
52.4 
9.1 
207.3 
36.9 


127.5 
19.4 
59.7 
69.1 
23.0 


450 
none 
4.50 
none 
4.75 


0.75 
0.95 
N.A. 
0.39 
N.A 


-6.9 
-5.7 
-8.0 


5.3 
5.3 
5.8 
# 
# 
# 


113.6 
24.0 
25.5 
7.8 
11.5 
26.2 


52.7 
147.4 
60.4 


none 
none 
4.00 
none 
none 
none 


0.70 
0.80 
0.63 
N.A. 
N.A. 
N.A. 
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Bell's  222  Twin: 
Now  there's  an  executive  helicopter 
that  belongs  beside  your  Citation 


or  Falcon, 

Sabreliner,  Learjet, 
Gulfstream... 

Until  now,  there  has  been  a  frustrat- 
ing gap  in  corporate  transportation 
...  a  critical,  in-between  void  hamper- 
ing your  effectiveness  as  a  key  deci- 
sion maker.  That  gap  has  been  the 
inability  to  move  short-to-medium 
distances  point  to  point  quickerthan 
a  car  can  deliveryou,  more  effectively 
than  your  jet  can  fly  you. 

But  you  need  never  again  feel  re- 
strained by  this  gap.  You  needn't 
think  twice  about  dashing  off  for  an 
urgent  on-spot  inspection .. .or  at- 
tending a  branch  plant  meeting  at 
noon,  when  you  must  return  to  your 
office  by  two. 

Now  there's  the  new  technology  Bell 
222  for  the  door-to-door  airborne 
convenience  only  a  helicopter  can 
..the  extended  range  of  over 


400  miles... up  to  170  mph  cruise 
speed. ..the  smooth,  quiet  ride 
of  Bell's  exclusive  Noda-Matic® 
suspension. 

There's  ample  room  to  meet  with 
your  staff  for  last  minute  discussions 
...or  to  stretch  out  and  enjoy  the 
panorama  of  the  countryside,  a  view 
that's  unique  to  a  helicopter.  Pow- 
ered by  two  advanced  design  675shp 
Lycoming  turbines,  engineered  for 
optimum  cruise  fuel  efficiency,  the 
7-to-10  place  Bell  222  will  be  certified 
for  IFR  operation,  and  priced  in  the 
range  of  comparable  turbine  pow- 
ered aircraft. 

And  soundwise  the  222  is  a  good 
neighbor. ..  slipping  in  quietly  on  ar- 
rival, moving  off  quietly  on  departure 
due  to  slower  turning  main  and 
tail  rotors. 


•  •• 


On  your  company  letterhead,  write 
for:  □  our  step-by-step  travel  evalua- 
tion guide,  called  the  Rangefinder 
□  a  222  brochure  □  or  an  appoint- 
ment with  a  222  transportation  spe- 
cialist. Contact  Dwayne  Jose,  Vice 
President,  Commercial  Marketing, 
Dept.  518  Bell  Helicopter,  Box  482, 
Fort  Worth,  Texas  76101.  (817) 
280-2222. 

Team  it  up  with 
your  corporate  jet. 


0/  Jtt 


Meet  the  banker 
who  can  lead 
a  worldwide  financial  t  eam 

to  your  doorstep 


lies 


1 


1 
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They  Deserve  Each  Other 

In  Britain — where  the  tax  collector  is  merciless  and 
greedy — some  of  the  tax  avoiders  aren't  any  better. 


By  GEOFFREY  SMITH 

Like  high  fashion,  tax-avoidance 
schemes  must  always  catch  the  look  of 
now  (before  avoidance  becomes  evasion 
in  the  eyes  of  authorities).  The  eager 
quest  for  oil  wells  with  no  oil,  magazines 
with  no  readers  and  movies  with  no 
viewers  was  yesterday.  Today?  Below, 
two  of  the  latest  from  Britain — where  the 
art  has  been  practiced  since  long  before 
the  first  bale  of  tea  splashed  into  Boston 
harbor. 

Silver  Bull 

How  would  you  like  an  offshore  num- 
bered checking  account  that  pays  up  to 
12%  tax  free? 

Brochures  making  that  pitch  for  an 
outfit  called  "Kendal  &  Dent,  Limited, 
Bankers  in  London"  strive  for  the  look  of 
seasoned  experience  and  Old  World 
charm.  The  rates,  in  fat  boldface  type, 
are  listed  beneath  an  elaborate  crest 
bearing  the  legend  "established  1871." 
The  cover  of  the  brochure  is  a  full-color 
reproduction  of  an  18th-century  painting 
of  a  cricket  match.  There  are,  of  course, 
two  titled  directors  on  the  board. 

"We  are  better  than  Switzerland," 
says  pinstriped  K&D  Executive  Director 
Lewis  Rowe.  "We  have  the  same  degree 
of  confidentiality — not  even  the  govern- 
ment can  find  out  who  our  clients  are 
without  a  court  order.  We  give  a  far 
higher  return  on  money.  And,  as  we  are 
closely  supervised  by  the  Bank  of  En- 
gland and  the  Department  of  Trade,  our 
references  have  to  be  impeccable."  He 
goes  on: 

"We  are  the  only  bank  in  the  world 
that  operates  and  makes  its  money  out  of 
silver  bullion  rather  than  as  a  money- 
lender." Depositors'  funds  are  kept  in 
the  form  of  warrants  (certificates  of  own- 
ership) for  silver  bullion  stored  in  Lon- 
don Metal  Exchange  warehouses.  They 
are  guaranteed  10.38%  a  year  on  their 
money,  12%  if  they  agree  not  to  touch 
their  money  for  at  least  five  years.  Why 
10.38%?  Because  K&D  Chairman  Joao 
Perestrello  calculated  the  annual  rise  in 
silver  prices  to  reach  the  level  projected 
ten  years  hence  by  the  International 
Monetary  Fund  and  it  came  out  10.38%, 
explains  Rowe.  And  that  10.38%  is  not 


interest,  he  goes  on,  it  is  an  engross- 
ment— in  other  words,  a  capital  gain.  "It 
is  only  when  you  sell  your  silver  back  to 
the  bank  that  you  have  made  an  appre- 
ciation on  your  wealth.  We  are  not  re- 
quired to  deduct  any  tax  at  source,  and 


therefore  nonresidents  have  it  tax  free." 

Kendal  &  Dent  makes  its  money,  says 
Rowe,  by  trading  on  the  London  Metal 
Exchange.  Typically  it  buys  in  the  cur- 
rent (spot)  market  and  sells  for  future 
delivery;  there  is  now  a  12%  spread  be- 


Leonard  Matchan  and  painting  of  his  personal  Channel  Island 
"If  you  are  going  to  cheat,  you  want  to  cheat  fairly." 
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:•  the  two  prices.  Unlike  specula- 
he  adds,  K&D  never  buys  on  mar- 
gin. If  by  the  end  of  the  contract  the 
price  of  silver  has  fallen  instead  of  risen, 
K&D  buys  the  silver  and  stores  it — 
confident  in  the  belief  that  long-term 
demand  has  got  to  exceed  supply.  At  the 
moment,  Rowe  says,  K&D  has  close  to 
$!4-mil!ion  worth  of  silver  bullion,  most- 
ly in  the  form  of  warrants.  Eyeing  a 
Forbes  reporter,  he  adds:  "Our  future 
growth  is  obviously  going  to  come  from 
America.  In  fact,  we  are  thinking  of 
building  our  own  Ft.  Knox,  since  we  are 


proclaimed  Artful  Dodger  of  the  Chan- 
nel Islands — Britain's  historic  tax  ha- 
ven— people  seek  him  out. 

This  can  be  difficult,  in  more  ways  than 
one.  Matchan  spends  most  of  his  time  on 
the  160-acre  island  of  Brecqhou,  a  wind- 
swept, barren  piece  of  rock  100-odd  miles 
off  the  coast  of  Britain,  in  the  company  of 
his  longtime,  long-winded  secretary,  a 
caretaker  and  his  wife  and  12  ponies.  88 
ducks,  1  parrot  and — at  last  count — 3,000 
rabbits.  Matchan  bought  the  rock  in  1959 
(he  says  it's  the  Only  Channel  Island  that 
can  actually  be  bought)  for  $85,000,  along 


". .  .  'We  are  better  than  Switzerland  .  .  .  not  even  the 
government  can  find  out  who  our  clients  are  without  a 
court  order.  We  are  the  only  bank  in  the  world  that 
makes  its  money  out  of  silver  bullion' .  .  ." 


starting  to  get  so  big." 

Then,  perhaps  inevitably,  Rowe  goes 
on  to  say:  "This  is  an  absolutely  dead- 
certain  operation." 

At  the  least,  that  seems  open  to  ques- 
tion. There  are  in  fact  many  uncertain- 
ties about  Kendal  &  Dent.  For  example, 
according  to  the  Bank  of  England,  Ken- 
dal &  Dent  is  not  an  "authorized  bank, 
and  does  not  come  under  their  banking 
supervision. 

When  Rowe's  description  of  why  Ken- 
dal &  Dent's  "engrossments"  can  be  re- 
garded as  capital  gains  is  repeated  to 
informed  sources  at  Britain's  Inland  Rev- 
enue, the  response  is  a  crisp:  "That 
would  not  be  our  view." 

LME  dealers  used  by  K&D  were  as- 
tonished when  told  that  Rowe  had  said 
K&D  was  the  biggest  dealer  in  the  mar- 
ket and  accounted  for  15%  of  trade. 
"How  on  earth  would  they  know?" 
laughed  one.  "That  would  certainly  sur- 
prise me,"  said  another. 

Rowe  himself  concedes  that  from  1939 
to  1974  K&D  was  little  more  than  a  shell 
that  had  changed  hands  several  times, 
primarily  among  finance  houses  and 
speculative  builders  as  a  means  to  attract 
funds  for  their  own  businesses.  It  is 
owned  jointly  by  Perestrello,  whom 
Rowe  describes  as  a  Portuguese  industri- 
alist whose  numerous  business  interests 
were  nationalized  in  1974,  and  a  "Portu- 
guese millionaire's  daughter"  by  the 
name  of  Maria-Jorge  Fortunato  de  Al- 
meida. Rowe,  who  runs  the  day-to-day 
operations  of  the  "bank,  "  admits  that  he 
has  no  banking  experience  whatever. 

Island  Ogre 

Leonard  Matchan  does  not  have  to 
send  out  pretty  little  brochures  to  ply  his 
tax-avoidance  trade.  For  one  thing,  the 
66-year-old  son  of  a  Cockney  sewing  ma- 
chine mechanic  is  worth  upwards  of  $14 
million,  at  least  according  to  his  awe- 
struck staff.  For  another,  as  the  self- 


with  an  abandoned  farmhouse,  four  cot- 
tages, two  old  boats  and  all  those  rabbits. 
That  made  him  the  Sieur  de  Brecqhou,  a 
title  that  predates  the  Magna  Carta. 
Should  there  be  a  call  to  arms  by  the 
Seigneur  of  Sark  (whose  neighboring  is- 
land looms  large  from  Brecqhou  when- 
ever the  fog  lifts),  Matchan  is  obliged  to 
dispatch  two  able-bodied  men  with  mus- 
kets to  his  aid — presumably  in  his 
$500,000  jet  helicopter. 

By  retreating  to  his  rock  and  his  rab- 
bits, Matchan  escapes  Britain's  savage 
estate  tax  altogether.  (The  Channel  Is- 
lands are  not  technically  part  of  the 
U.K.;  they  are  dependent  territories  of 
the  British  Crown  and  as  such  repeated- 
ly elude  attempts  in  Parliament  to  bring 
them  within  range  of  the  rapacious  In- 
land Revenue.)  His  numerous  business 
interests  on  the  island  of  Jersey  pay  a  low 
20%  corporate  income  tax,  and  his  sub- 
stantial personal  holdings  in  the  U.K., 


held  in  Brecqhou  trust  companies,  pay 
only  a  34%  nonresident  withholding 
tax — a  far  cry  from  the  83%  Matchan 
would  be  paying  if  he  were  living  in 
London. 

That  may  sound  like  an  idyllic  retire- 
ment for  a  onetime  show  business  ac- 
countant who  headed  the  European  op- 
erations of  Max  Factor  (until  he  quar- 
reled with  Factor),  the  British  operations 
of  Revlon  (until  he  fought  with  Charles 
Revson)  and  finally  in  1955  founded 
('ope  Allman,  a  $275-million  sales  con- 
glomerate of  no  particular  distinction. 
But  Matchan  is  hardly  the  image  of  se- 
rene contentment,  aside  from  the  fact 
that  he  has  only  too  obviously  been  well 
fed  for  many  years.  Ill-tempered  and 
fond  of  obscenities,  Matchan  seems  to 
relish  being  personally  abusive  to  any- 
one who  comes  within  range — especially 
his  closest  associates. 

But  Matchan  has  his  revenge  on  those 
who  seek  to  follow  in  his  footsteps.  Most 
of  the  supplicants  are  dismissed  with  a 
summary  diatribe  that  concludes:  "Any- 
one coming  in  here  must  have  a  very 
good  income  and  be  able  to  buy  a  piece 
of  property  that  will  cost  no  less  than 
£100,000  [close  to  $200,000]  even  for  a 
two-person  cottage,"  he  says.  "They  let 
only  15  people  a  year  into  Jersey." 

Of  course,  there's  nothing  to  prevent 
those  who  can't  afford  rock  residence 
from  leaving  any  cash  that  they  manage 
to  get  out  of  the  U.K.  one  way  or  another 
at  Matchan's  bank,  no  questions  asked. 
Matchan  is  not  above  making  a  sales 
pitch  about  how  Inland  Revenue  agents 
have,  thus  far,  been  utterly  unable  to 
gain  access  to  his  bank. 

"If  the  Chancellor  of  the  Exchequer 
said,  'Look.  We  are  going  to  remove  all 
tax.  All  is  forgiven.  Come  back.'  I'd  tell 
him  to  go  get  stuffed,"  says  Matchan 
defiantly.  "I  don't  want  to  go  back."  ■ 


Kendal  ir  Dent  Chairman  Joao  Perestrello  (left)  and  Executive  Director  Lewis  Rowe 
"The  only  risk  [customers]  take  is  the  credibility  of  the  officers." 
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Our  companies  profit  from 

good  ideas. 
As  you  can  plainly  see. 


City  Investing  reports 
on  second  quarter  1978  results. 


City  Investing  achieved  record  rev- 
enues and  earnings  in  the  second 
quarter  of  1978.  Again,  all  the  com- 
pany's principal  operations  contrib- 
uted to  this  progress . 

HIGHLIGHTS 

City's  insurance  operations  showed 
substantial  improvement,  reflecting 
profitable  property  and  casualty  in- 
surance underwriting ,  increased  in- 
come from  the  insurance  investment 
portfolio,  and  further  improvement 
in  life  insurance  results. 

City's  housing  activities  recorded 
vigorous  profit  growth,  based  on  in- 
creased unit  volume  and  pricing  in 
single-family  homebuilding  and 
higher  shipments  of  mobile  homes. 

The  company's  international  man- 
ufacturing profits  showed  further 
progress,  highlighted  by  perform- 
ance of  City's  operations  in  the 
United  Kingdom  and  Mexico. 

Air  conditioning  and  magazine 
printing  contributed  particularly  to 
earnings  growth  of  City's  domes- 
tic manufacturing  operations . 
And,  the  company's  budget  motel 
chain,  with  record  occupancy  levels, 
continued  its  outstanding  profit 
growth. 

In  the  company's  energy  operations, 
start-up  of  oil  production  in  Ecuador 
began  in  June,  and  development 
work  continues  on  schedule  in  the 
Buchan  field  in  the  British  North 
Sea  where  City  retains  a  future  profit 
participation. 

The  company's  1978  capital  invest- 
ment program,  involving  about  $188 
million  in  planned  expenditures  to 
expand  manufacturing  and  printing 


heat  pump  among  other  products. 

In  insurance,  we're  a  major  property 
and  casualty  underwriter,  specializ- 
ing in  policies  tailored  to  business 
needs. 

In  housing,  we  plan,  develop  and     Profiting  from  good  ideas  has  helped 


facilities  and  to  expand  the  com- 
pany's motel  chain,  is  also  proceed- 
ing on  schedule. 

OUR  COMPANIES  PROFIT 
FROM  GOOD  IDEAS 


build  entire  communities.  We  also 
make  mobile  homes  and  modular 
units. 

In  manufacturing,  the  skills  that 
made  us  leaders  in  water  heating  and 
air  conditioning  also  enabled  us  to 
introduce  the  Sun  Set  solar  water 
heating  system.  And  the  New  Day 


City  Investing  grow  from  $2  billion 
in  revenues  to  more  than  $3  billion  in 
the  past  three  years. 

To  learn  more  about  City  Investing, 
contact  Director  of  Corporate 
Communications,  City  Investing 
Company,  767  Fifth  Avenue,  New 
York,  N.Y.  10022. 


SUMMARY  RESULTS  (UNAUDITED) 


SIX  MONTHS  ENDED 
June  30, 

1978 

1977 

% 

Increase 

Revenues 

$1,748,838,000 

$1,433,355,000 

22 

Net  Income 

46,387,000 

30,270,000 

53 

Primary  Net  Income  Per  Share 

1.70 

1.02 

67 

Net  Income  Per  Share- 
Assuming  Full  Dilution 

1.27 

.85 

49 

SECOND  QUARTER  ENDED 
June  30, 

1978 

1977 

% 

Increase 

Revenues 

$911,807,000 

$745,552,000 

22 

Net  Income 

28,157,000 

18,294,000 

54 

Primary  Net  Income  Per  Share 

1.07 

.65 

65 

Net  Income  Per  Share- 
Assuming  Full  Dilution 

.77 

.51 

51 

Results  for  the  second  quarter  and  six  months 
ended  June  30,  1977,  have  been  restated  to  give 
effect  to  adoption  of  Statements  of  Financial  Ac- 
counting Standards  Nos.  13  and  19,  requiring 
capitalization  of  certain  lease  obligations  and  the 
use  of  a  form  of  successful  efforts  method  of  ac- 
counting for  oil  and  gas  investments.  As  a  result, 
net  income,  primary  net  income  per  share  and  net 
income  per  share  —  assuming  full  dilution  —  were 
restated  and  retroactively  increased  by 


$2,324,000,  $.10  and  $.06  for  the  second  quarter 
of  1977,  and  by  $2,800,000.  $.13  and  $.08,  respec- 
tively, for  the  six  months  ended  June  30,  1977. 


Average  primary  shares  were  22,679,000  and 
21,826,000  for  the  quarter  and  six  months  ended 
June  30,  1978  and  1977,  respectively.  Average 
shares  — assuming  full  dilution  — were  37,124,000 
and  36.272,000  for  the  same  respective  periods. 


c  City  Investing 


Who's  Setting  Traps 
 For  Hudson's  Bay?  

Is  somebody  trying  to  take  over  North  America's  oldest  corporation? 
It  looks  like  it;  but  whoever  it  is  doesn't  want  to  talk  about  it. 


By  HOWARD  RUDNITSKY 

Something  was  up.  In  March  trading 
volume  in  the  stock  of  the  venerable 
Hudson's  Bay  Co.,  running  at  about 
105,000  shares  a  month  on  the  Toronto 
exchange  since  early  1977,  suddenly 
spurted  to  347,000.  In  June  it  soared  to 
well  over  500,000  shares — heavy  volume 
for  this  less  active  exchange.  In  the  pro- 
cess, the  price  ol  this  normally  placid 
stock  surged  to  23  (in  Canadian  dollars). 
Before  this  sudden  move,  the 
stock  had  sold  only  as  high  as  17 
this  year.  A  takeover  in  the  offing? 

Could  be.  After  all,  Hudson's 
Bay  has  come  a  long  way  in  the 
308  years  since  it  set  up  its  trading 
posts  in  the  Canadian  north  coun- 
try to  swap  shiny  metal  goods  for 
beaver  pelts.  These  days  the  com- 
pany is  a  $1.4-billion  retailer  with 
significant  real  estate  holdings  and 
substantial  interests  in  two  oil  and 
gas  producers  as  well.  And  it  still 
operates  the  world's  largest  fur 
auction  business. 

What  could  have  caught  the  cor- 
porate trapper's  eye  is  the  fact  that 
the  company  s  stock  is  widely  dis- 
persed— most  of  it  in  Canada  and 
Britain  with  some  minor  holdings 
in  the  U.S.  and  Europe.  There 
aren't  any  significant  management 
holdings.  And  with  dividends  from 
around  50  cents  to  65  cents  during 
the  past  decade,  Hudson's  Bay 
stockholders  have  had  little  reason 
for  elation. 

It  probably  wouldn  t  take  a  ma- 
jority of  Hudson's  Bay  s  14  million 
shares  to  gain  control  of  the  board. 
But  at  this  point  it's  impossible  to 
tell  what  anyone  might  have  be- 
cause Canadian  securities  invest- 
ment laws  don't  require  disclosure 
of  less  than  a  10%  position  (vs.  5% 
in  the  U.S.). 

The  haul  from  a  takeover  would 
be  a  big  one  these  days.  "The 
Bay's"  total  earnings  for  the  year 
ended  Jan.  31,  1978  hit  $30  mil- 
lion, or  $2. 12  a  share,  with  projec- 
tions for  this  year  up  to  $2.35  a 


share.  The  company  holds  over  $200  mil- 
lion in  real  estate  through  its  majority 
ownership  of  Markborough  Properties, 
Ltd.,  much  of  it  carried  at  well  below 
market  value.  A  recent  appraisal  by 
Markborough  of  its  shopping  centers, 
industrial  parks  and  residential  develop- 
ments put  the  market  value  at  around 
$24  a  share,  twice  book  value.  Throw  in 
the  Bay's  21%  interest  in  Hudson's  Bay 
Oil  &  Gas  Co.,  Ltd.  (a  company  that 
earned  $99  million  last  year)  and  its 


Hudson's  Bay  trading  posts,  old  and  new 


Where  there's  smoke,  is  there  fire? 


34.8%  of  Siebens  Oil  &  Gas,  Ltd.  and 
the  breakup  price  of  North  America's 
oldest  business  enterprise  gets  up  to 
around  $35  to  $40  a  share,  according  to 
Canadian  securities  analysts. 

Possible  investors  being  talked  about 
along  Toronto's  Bay  Street  this  summer 
include  U.S. -controlled  Dome  Petro- 
leum, Ltd.  (Forbes,  Aug.  1,  1977).  Also 
mentioned  are  Cemp  Investments,  Ltd. 
(the  Bronfman  family  investment  com- 
pany) and  two  Canadian  retailers, 
Zeller's,  Ltd.  and  Dylex,  Ltd.  E. 
Leo  Kolber,  who  manages  the 
Bronfmans'  money,  denies  the  ru- 
mors. So  do  the  others.  Says  J. 
Segal,  chairman  of  Zeller's: 
"We're  not  buying.  We  don  t  have 
the  kind  of  money  it  would  take  to 
acquire  a  company  of  Hudson's 
Bay's  size."  A  spokesman  for 
Dome  Petroleum  insists:  "There's 
nothing  to  it.  What  would  we  want 
with  a  retailer?" 

Management  doesn't  seem 
overly  concerned.  The  stock  could 
be  active,  says  a  company  spokes- 
man, because  "people  may  have 
thought  we  were  undervalued." 
He  adds,  though:  "We  now  won- 
der if  there  is  something  more  to  it 
than  that."  What's  management 
doing  to  hang  on  to  the  reins?  Not 
much.  About  the  time  the  trading 
flurry  began,  the  Bay's  board 
raised  the  dividend  to  69  cents  a 
year  from  65  cents,  hardly  a  major 
defensive  move.  In  a  recent 
tender  offer  the  company  issued 
1.9  million  of  its  common  shares 
for  the  35%  of  Markborough  stock 
it  didn't  already  own.  That  boost- 
ed Hudson's  Bays  outstanding 
shares  to  16  million,  making  a 
takeover  a  little  more  expensive. 

The  company  could  hardly  be 
acquired  by  anybody  south  of  the 
border.  Canada's  Foreign  Invest- 
ment Review  Agency,  charged 
with  keeping  Canadian  business 
under  Canadian  ownership,  is  not 
about  to  let  control  of  an  entity 
chartered  by  Charles  H  fall  into 
alien  hands.  ■ 
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Our  seats  are  made  for  counting  sheep. 


Every  one  of  our  first-class  seats 

covered  with  a  whole  lambswool 
eece.  And  as  far  as  we're  concern- 
ed, nothing  else  has  ever  been  in- 
/ented  that's  so  gentle  to  the  skin. 
3r  so  nice  to  cuddle  up  with. 

When  you're  flying  half-way 
iround  the  globe,  that  makes  all 
:he  difference  in  the  world. 

And  while  you're  napping,  our 


thoughtful  cabin  crew  is  busy 
anticipating  your  every  wish  — 
whether  it's  a  glass  of  wine,  a  plate 
of  fresh  trout  genobloise,  a  mid- 
night cheese  and  fruit  tray,  or  sim- 
ply being  left  alone  to  read  or  think. 

Every  night  of  the  week,  one  of 
our  big,  luxurious  DC- 10s  flies  from 
Los  Angeles  to  Our  South  Pacific. 
To  our  New  Zealand  home. 


Then  on  to  Australia. 

We  also  fly  to  our  other  special 
islands— Tahiti,  Fiji,  and  Rarotonga. 

So  on  your  next  South  Pacific 
flight,  make  sure  you  arrive  well-fed 
and  well-rested. 

Your  travel  agent  or  corporate 
travel  department  can  arrange  it. 
Or  simply  call  us  toll-free  at  (800) 
421-0066.  In  California,  (800)  252-0101. 


g=  air  new  zeaiano 


The  Born-Again  Fund 

Source  Capital,  a  survivor  of  the  go-go  days, 
has  become  hot  again.  But  please  don't  use  that  word 
''hot."  It  brings  up  bad  memories. 


There  is  absolutely  nothing  about  the 
headquarters  of  Source  Capital,  Inc.  in 
Los  Angeles  that  would  remind  you  that 
the  king  of  gunslingers,  Fred  Carr,  once 
held  sway  here.  Even  the  offices  have 
moved  since  the  days  when  flamboyant 
Carr  built  Enterprise  Mutual  Fund  from 
under  $30  million  in  assets  to  $1  billion 
in  just  two  years  and  just  as  quickly  saw 
most  of  the  money  vanish.  Carr  is  gone 
now.  He  heads  a  small  California  insur- 
ance holding  company  and  Enterprise 
Fund  was  sold  off  to  Texas  insurer 
American  General.  But  the  original  mu- 
tual fund  management  firm  goes  on, 
however,  running  little  else  but  its  one 
$175-million  closed-end  investment 
company,  known  as  Source  Capital. 

Quietly  professional  where  Carr  was 
noisily  speculative.  Source  Capital  has 
been  a  top  performer  among  funds  with 


assets  of  $100  million  or  more.  It  has 
rung  up  compounded  annual  gains  of  9% 
over  the  past  five  years,  a  period  when 
the  popular  averages  have  actually  de- 
clined. It  ranks  extremely  well  in 
Forbes'  mutual  fund  surveys. 

What  is  more  remarkable  is  that  when 
Carr  departed  in  1970,  Source,  then 
known  as  SMC  Investment  Corp.,  was 
stuffed  with  a  lot  of  highly  speculative 
registered-letter  stock  and  private  place- 
ments. It  has  been  born  again.  Literally. 

The  man  responsible  for  Source  Cap- 
ital's rebirth  is  George  H.  Michaelis,  44, 
a  sober-talking  M.B.A.  who  sold  his  in- 
terest in  his  own  venture  capital  firm  to 
join  the  fund  in  1971.  Michaelis,  who  has 
never  met  Carr,  says  that  "literally  every 
company  we  held  was  in  some  kind  of 
trouble"  when  he  took  over  control  of 
the  fund.  The  portfolio  was  full  of  no- win 


companies  like  Natec,  a  building  con- 
glomerate which  ultimately  produced  a 
$10-million  writeoff,  and  Cinamation  In- 
dustries, a  low-budget  movie  producer 
(on  which  the  fund  finally  collected  its 
original  investment  and  interest — six 
years  later).  Since  Source  Capital  owned 
big  chunks  of  some  near-bankrupt  oper- 
ations like  these,  Michaelis'  initial  efforts 
were  devoted  mainly  to  squeezing  what 
he  could  out  of  them. 

Stocks  as  a  whole  were  very  unpopular 
by  then,  and  who  wanted  to  sit  with  a 
workout  situation  full  of  dicey  names? 
Nobody.  Source  Capital  shares  sold  at  a 
50%  discount  from  their  asset  value.  The 
fund  was  a  tempting  takeover  candidate. 
Michaelis  and  his  associate,  Douglas 
Fletcher,  a  holdover  from  the  Carr  days 
(Fletcher  owns  30%  of  the  management 
company),  tried  a  couple  of  ploys  to  cut 


Source  Capital  President  George  Michaelis 


Investor  Douglas  Fletcher 


He  manages  the  money,  and  very  smartly,  too. 
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We're  betting 
a  billion  ayear  on 
a  busier  and  better  America! 


In  many  ways  Americans  are  re- 
markable people. 

They're  tough  when  they  need  to 
be -and  resilient,  always.  But  both 
qualities  are  tempered  by  a  capac- 
ity for  caring  ...  caring  enough  to 
constantly  struggle  for  a  better  life 
for  more  people. 

We  know. 

We've  been  doing  business  with 
them  for  72  years. 

Their  combination  of  muscle  and 
heart  is  part  of  why  this  land  has  an 
exciting  future,  especially  the 


seven-state  area  we  serve. 

We're  planning  and  building  now 
for  the  new  families  being  formed 
every  day,  for  the  new  jobs  develop- 
ing to  support  these  family  units. 

And  to  satisfy  their  constant  de- 
sire to  improve  their  lives. 

Today- right  now- we're  investing 
hundreds  of  millions  in  new  power 
■plants  and  lines.  They  will  keep  us 
ready  to  serve  the  busier  America 
we  see  ahead. 

And  we're  investing  hundreds  of 
millions  more  in  pollution-control  fa- 


cilities to  help  assure  the  quality  of 
our  land.  This,  for  the/better  America 
we  see  ahead. 

The  America  we  see  developing 
is  by  no  means  a  planner's  fantasy. 

It  is  developing  in  new  plants  and 
plant  expansion.  It  is  developing  in 
maternity  wards  and  in  schools 
across  the  land.  It  is  developing  in 
the  learning  and  yearning  of  today's 
young  adults.  And  in  the  hopes  of 
their  parents. 

Yes,  we  see  a  busier  and  a  better 
America. 

We're  betting  a  billion  a  year  on  it. 


American  Electric  Power 


serving  the  industrial  heartland  of  a  great  nation 


this  dangerous  discount.  The  first  one 
didn't  work  but  the  second,  in  1976,  was 
more  successful.  Okay,  Fletcher  and  Mi- 
chaelis said,  people  want  high  yields. 
Why  not  start  paying  a  10%  return, 
based  on  net  asset  value?  True,  the  fund 
would  have  to  dip  into  capital  if  gains 
didn't  come  to  10%,  but  Michaelis  and 
Fletcher  had  a  great  deal  of  confidence 
in  themselves.  The  ploy  worked.  Its 
shares  now  sell  at  only  a  12.6%  discount 
from  reported  net  asset  value  of  $19.45. 

Now  the  problem  was  to  deliver  on 
the  10%.  The  workouts  from  the  letter 
stocks  were  generating  cash  and  Michae- 
lis started  reinvesting  it.  No  gunslinger 
he.  His  investment  philosophy  was  Ben 
Graham  with  a  slight  modern  twist. 
Whereas  Graham  put  heavy  emphasis  on 
discount  from  book  value,  Michaelis  de- 
cided that  today  profitability  is  more  im- 
portant than  assets.  He  was  perfectly 
willing  to  pay  well  above  book  value  so 
long  as  a  high  rate  of  return  was,  in 
effect,  compounding  the  assets  at  a  fast 
rate.  Ben  Graham  might  have  bought  a 
stock  that  was  earning  only  6%  on  assets 
provided  he  could  buy  it  at  a  50%  dis- 
count from  asset  value.  Michaelis,  by 
contrast,  would  be  willing  to  pay  a  50% 
premium  over  book  if  the  company  was 
consistently  earning,  say,  20%. 

Otherwise  Michaelis'  criteria  scarcely 
differed  from  Graham's:  well-established 
companies;  dominant  positions  in  their 
businesses;  little  or  no  debt. 

Michaelis  explains  this  switch  in  terms 
of  today's  high  interest  rates:  With  long- 
term  interest  going  at  9%  and  10%,  who 
can  afford  to  wait  for  long,  slow  turn- 
arounds? Instead,  says  Michaelis,  "You 
find  companies  that  have  a  mechanism 
for  capturing  inflation  and  bringing  it  to 
the  bottom  line."  Gompanies  like  debt- 
free,  San  Francisco-based  Pacific  Lum- 
ber, which  owns  15%  of  the  world's  com- 
mercial redwood  acreage. 

Michaelis  emphasizes  that  he's  not 
just  another  growth-stock  mimic.  "This 
isn't  a  growth  business,"  says  Michaelis 
of  Pacific.  "There's  a  fixed  amount  of 
redwood  and  only  so  much  is  harvested 
by  four  or  five  companies.  They  virtually 
control  its  price  through  an  oligopoly. 
Those  prices  have  consistently  grown  3% 
to  4%  faster  than  inflation  since  the 
1930s." 

The  fund  started  buying  Pacific  Lum- 
ber in  January  1971  at  12.  Since  then  the 
stock  has  shot  to  $45  a  share  and  divi- 
dends have  quadrupled.  Michaelis  sold 
his  Pacific  Lumber  holdings  during  1977 
at  32.  "When  we  started  buying,  no  ana- 
lyst on  The  Street  had  heard  of  the  com- 
pany. Today  it's  so  heavily  followed,  it's 
the  eighth-highest  multiple  on  The 
Street.  And  I  wouldn't  buy  it  again  till  it 
was  in  the  30s.  " 

Michaelis  points  to  another  favorite, 
DeBeers  Mines,  whose  largest  source  of 
profit  is  a  gemstone  strip-mining  oper- 


ation in  South-West  Africa — called  Na- 
mibia by  black  African  nationalists.  "The 
important  point,"  he  says,  "is  that  De- 
Beers  controls  85%  of  the  world's  dia- 
monds. When  prices  drop  they  simply 
use  their  cash  to  build  up  diamond  in- 
ventories. It's  a  virtual  monopoly." 

The  risk  of  investing  in  South  Africa 
doesn't  bother  Michaelis,  though  it  has 
kept  the  stock  he  acquired  at  an  average 
price  of  $3.25  a  share  starting  in  1974 
from  appreciating  much.  He's  happy  so 
long  as  the  cash  and  cash  flow  are  there. 
"If  you  own  a  South  African  gold  mine, 
you  own  nothing  more  than  a  hole  in  the 
ground,"  he  says.  "But  DeBeers  is  differ- 
ent. It  has  $2  per  share  in  cash,  75  cents 
per  share  in  diamond  inventories  and 
$2 .50  per  share  in  its  general  investment 
portfolio.  The  diamond  mines  them- 
selves are  only  about  25  cents  or  6%  of 
the  assets  of  the  company,"  he  explains. 
"Even  if  South  Africa  has  a  political  up- 
heaval, all  that  will  be  lost  would  be 


control  of  the  mines.  The  central  selling 
organization  will  continue. 

"I  found  H&B  Block  on  the  new  low 
list,"  says  Michaelis,  "after  it  had 
dropped  from  40  to  5'/2  in  1974."  His 
average  cost  for  the  initial  block  of  almost 
200,000  shares  was  $10  when  the  com- 
pany was  earning  $1  per  share  and  pay- 
ing a  32-cent  dividend.  "It  clearly  domi- 
nated its  field,"  says  Michaelis.  "I  saw  its 
cash — now  some  $85  million — as  a  pres- 
sure on  the  company  to  build  up  divi- 
dends. And  it  meant  that  the  company 
wouldn't  go  out  and  do  anything  impul- 
sively." Michaelis  has  consistently  sold 
off  blocks  of  his  H&R  Block  shares  and 
then  bought  them  back.  The  most  recent 
trade  was  last  April  when  the  Internal 
Revenue  Service  reported  that  the  num- 
ber of  tax  returns  filed  this  year  was 
down  significantly.  Michaelis  sold  10%  of 
his  190,000  shares  for  $22  a  share,  then 
when  the  company  announced  that  de- 
spite this  revenues  were  up  11%  and 
earnings  would  be  up,  he  bought  back 
those  shares  for  $20.  No  one-decision- 
growth-stock  trap  for  Michaelis.  It's  not 
H&R  Block  that  he's  in  love  with  but 
H&R  Block- at-a-price. 

Closely  held  companies  where  the 
family  has  a  real  stake  in  a  company's  fate 
also  appeal  to  Michaelis — but  again,  only 
at  a  price.  Take  Northwestern  Steel  & 
Wire,  an  Illinois  producer  of  industrial 
wire  and  bars,  where,  he  says,  "The 
Protestant  ethic  is  still  alive  and  well."  It 
is  64%  controlled  by  the  founding  Dillon 
family.  The  fund  started  acquiring  this 
tiny  ($263  million  in  sales)  steel  company 


at  $25  per  share  back  in  1973  and  within 
a  year  and  a  half  the  stock  shot  to  $46  per 
share.  Michaelis  got  out.  "We  were 
buying  the  stock  again  last  year  when  it 
dipped  into  the  20s,"  says  he.  "That's 
about  what  the  stock  was  selling  for  three 
years  ago  before  the  downturn."  Michae- 
lis believes  that  Northwestern  is  well 
positioned  to  do  well  in  the  next  steel 
cycle.  "They've  already  added  70%  to 
capacity,"  he  says.  "Now  they've  built  up 
another  $50  million  in  cash.  And  circum- 
stances are  ideal:  Scrap  steel  prices  are 
low  but  steel  prices  are  high  so  exports 
are  being  squeezed  out." 

He's  bought  a  big  chunk — 3'/2%  of  the 
outstanding  common — of  another  family 
company,  Western  Casualty  &  Surety 
Co.,  at  an  average  cost  of  $16  per  share 
starting  in  1973.  Today  its  shares  sell  for 
$30.  Over  40%  of  the  stock  of  over-the- 
counter-traded  Western  Casualty  has 
stayed  in  the  hands  of  the  two  families 
that  founded  the  company  back  in  1924 


in  Ft.  Scott,  Kan.,  where  it  is  still  head- 
quartered. It  has  about  the  same  mix  of 
business  as  the  rest  of  the  property-casu- 
alty industry  but  its  underwriting  experi- 
ence has  been  far  superior  to  the  indus- 
try. "Western  Casualty  is  a  company 
managed  by  people  who  are  using  their 
own  capital  when  they  assume  risks," 
says  Michaelis. 

"When  other  money  managers  were 
buying  in  the  top  tier  we  were  shopping 
for  lesser-known  companies,"  he  says. 
"As  we  all  now  know,  this  obsessive  will- 
ingness to  overpay  for  growth  stocks  took 
its  toll."  But  now  other  money  managers 
are  operating  on  this  "second  tier"  turf. 
Michaelis  shrugs.  "Look,  we're  buying 
Levi  Strauss  at  $29  per  share.  That's  a 
significant  premium  to  book.  But  it's  a 
company  that  has  more  cash  than  debt,  it 
can  produce  a  product  at  a  good  cost  and 
it's  got  the  only  generic  name  in  the 
apparel  business."  The  implication  is: 
There  will  always  be  bargains  around  for 
investors  who  know  value  and  don't  run 
with  the  pack. 

But  the  ghost  of  Fred  Carr  still  haunts 
the  premises.  George  Michaelis  warns 
investors  not  to  have  unrealistic  expecta- 
tions for  his  fund.  Because  of  past  losses, 
that  nice  10%  distribution  has  been  a 
largely  tax-sheltered  return  of  capital  in 
recent  years.  But  that  tax-loss  string  is 
running  out.  Will  investors  feel  cheated 
when  their  10%  is  no  longer  tax-shel- 
tered? Michaelis  wonders.  "So  many  ini- 
tial investors  have  done  so  poorly  with 
this  fund  for  so  many  years;  that's  the  last 
thing  we  want  to  happen."  ■ 


".  .  .  His  investment  philosophy  was  Ben  Graham  with  a 
slight  modern  twist .  .  .  Michaelis  decided  that  today 
profitability  is  more  important  than  assets  .  .  ." 


100 


FORBES,  AUGUST  21,  1978 


■;■   {" 

the  *»* 


-ssssss- 


^Ig^^fni  e*^?  3  are  W*»<*  ^ 
^^^Ss^5-    Compaq  ■  J00-".-^.  M  -P 


e^deodanSV 
t~  rornpan  _ 


-  £\ecttc 


06902 


260  V.on6_ 


The  attitude  that  the  professional  can  do  no 
wrong  has  been  swept  away  by  a  tide  of  changing 
public  opinion;  by  rising  expectations  about  the 
quality  and  performance  of  services.  As  exposure 
to  liability  increases,  professionals  are  re-examining 
their  needs  for  broader  insurance  protection. 

A  brief  review  by  INA  of  an  insurance  topic  of 
current  interest. 


While  the  press  and  television 
have  given  wide  coverage  to  the 
dramatic  rise  in  medical  malprac- 
tice cases,  a  less  publicized— but 
equally  serious— situation  exists 
for  professionals  in  other  fields. 

No  longer  immune  from  the 
threat  of  malpractice  claims  are 
such  groups  as  attorneys,  ac- 
countants, architects,  engineers 
and  building  contractors.  The 
last  decade  has  also  seen  a  marked 
increase  in  actions  against  real 
estate  brokers,  travel  agents  and 
many  others  providing  personal 
services. 


Underlying  this  trend  is  the 
growing  public  conviction- 
fostered  in  part  by  publicity  and 
social  pressure— that  it  is  justi- 
fiable to  "cash  in"  on  a  profes- 
sionals  alleged  errors.  And  cash 
in  heavily. 

Attorneys  under 
increasing  pressure 

The  number  of  claims  against 
attorneys  and  legal  firms  has 
doubled  in  the  last  15  years.  In 
1977,  it  is  estimated  that  approx- 
imately 15.000  malpractice  cases 
came  to  trial  or  were  settled  out 


of  court.  And  over  the  past  two 
years  the  average  award  against 
lawyers  has  risen  by  200%— to 
about  $28,000. 

One  important  factor  in  the 
growth  of  legal  malpractice  ac- 
tions is  the  fact  that  lawyers 
themselves  are  suing  and  testify- 
ing against  their  fellow  profes- 
sionals—a phenomenon  almost 
unheard-of  a  number  of  years  ago. 

This  pattern  of  events  not  only 
affects  the  availability  and  cost  of 
liability  insurance  for  attorneys, 
but  also  has  an  impact  on  their 
fee  structures.  Defending  litiga- 
tion can  now  cost  as  much  as 
$2,000  a  day. 

Other  professions 
equally  hard  hit 

In  architecture  and  engineer- 
ing, studies  show  a  20%  annual 
increase  in  the  number  of  mal- 
practice suits.  Awards  for  design 
and  construction  failures  have 
tripled  since  1960:  from  an 
average  of  about  $5,000  each  to 


t  to  Professionals 


well  over  $16,000  in  1977. 

Multi-million  dollar  judg- 
ments are  no  longer  uncommon 
in  the  building  field.  And  a  pro- 
liferation of  government  regula- 
tions leaves  the  design  and  engi- 
neering professional  exposed  to 
risks  that  were  not  even  imagin- 
able a  decade  ago. 

Similar  patterns  exist  in  ac- 
counting, in  tax  work  and  in  real 
estate— where  agents  have  been 
sued  by  sellers  who  feel  they  did 
not  get  high  enough  prices.  In  the 
employment-agency  field,  clients 
have  filed  suit  for  the  alleged  "un- 
satisfactory performance"  of  new- 
employees. 

Loss-control  steps 

The  safety  procedures  com- 
monly used  by  businesses  and 
industry  can  hardly  be  applied  in 
most  professional  fields,  but  a 
number  of  positive  programs  are 
under  way.  In  the  legal  field, 
special  courses  are  available  for 
attorneys  dealing  with  the  com- 
plexities of  government  regula- 
tions. Docket-control  procedures 
are  used  to  assure  compliance 


with  court-calendar  dates.  In 
addition,  the  American  Bar  Asso- 
ciation is  studying  increased  liti- 
giousness  among  attorneys— and 
is  considering  the  possibility  of 
legislative  remedies  to  limit 
awards  in  malpractice  cases. 

Accounting  firms  are  scru- 
tinizing with  greater  care  the 
financial  practices  of  clients  and 
the  reports  of  their  auditors  and 
officers.  New  caution  is  being 
applied  in  tax-preparation,  and  in 
matters  relating  to  the  new 
ERISA  law. 

In  design  and  engineering, 
greater  stress  is  placed  on  evaluat- 
ing the  financial  underpinnings  of 
proposed  projects— in  order  to 
avoid  the  "thin-money"  deals 
where  suits  may  be  brought  to 
deny  the  professional  his  fees. 

Controlling 
insurance  costs 

Within  most  professional 
fields,  concepts  such  as  self-insur- 
ing and  establishing  captive  insur- 
ance firms  are  only  in  the  forma- 
tive stages.  However,  a  number 
of  state  bar  associations  sponsor 


liability  insurance  packages  to  in- 
dividual attorneys  and  law  firms. 
And  there  are  instances  of  pool- 
ing and  other  cooperative  action 
by  accounting  firms  to  secure 
lower  premiums. 

In  recognition  of  the  profes- 
sional's increasing  exposure  to 
liability  and  financial  loss,  INA 
has  formed  a  special  division  to 
handle  their  complex  insurance 
needs. Through  this  division, 
INAX  Underwriting  Agency, 
coverage  can  be  arranged  for  a 
wide  range  of  individual  practi- 
tioners and  professional  firms. 

M.  -At.  Ji,  J£,  AL. 
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The  Insurance  Company  of 
North  America  was  founded  in 
1792  in  Independence  Hall,  Phila- 
delphia. Today  it  is  the  largest 
component  of  INA  Corporations 
international  network  of  insur- 
ance and  financial  services  com- 
panies. In  property  and  casualty 
insurance  and  risk  management 
services,  life  and  group  insurance, 
health  care  management,  and  in- 
vestment banking,  INA  and  its 
affiliated  companies  offer  a 
unique  combination  of  products 
and  services  to  business  and  in- 
dustry around  the  world. 

INA  insurance  products  and 
services  are  available  through 
selected  independent  agents  and 
brokers.  For  an  informative  book- 
let on  current  trends  in  profes- 
sional liability,  write  INA 
Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 


"Plumber"  seeks  $10,000,000 
for  lawyers  leaks 


In  a  recent  notable  case,  a  convicted 
Watergate  defendant  sued  his 
former  lawyer  for  $  10  million  alleg- 
ing that  errors  had  been  committed 
by  leaking  confidential  material  to 
"third  parties."  This  would  under- 
line the  growing  need  for  law  firms 
to  make  sure  that  evidentiary 
material  is  kept  under  tight  security 
-even  beyond  thestatute-of-limita- 
tions  period  for  malpracticeactions . 
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New  Top  Op 


You  didn't  have  to  be  a  detective  to  see  what  was 
wrong  with  the  Burns  agency.  But  it  took  a  tough 
member  of  the  family  to  do  something  about  it. 


George  E.B.  King,  57,  keeps  remem- 
bering what  World  War  II  General  "Vin- 
egar Joe"  Stilwell  used  to  say:  "The  high- 
er the  monkey  climbs  [in  the  tree],  the 
more  you  see  of  his  behind.  " 

King  is  pretty  high  in  the  tree.  Since 
last  May  he  has  been  chairman  of  $212- 
million  (revenues)  Burns  International 
Security  Services,  the  rent-a-guard  and 
private-investigation  company  head- 
quartered in  Briarcliff  Manor,  N.Y. 
King — grandson  of  company  founder 
William  J.  Burns — is  acutely  aware  of 
the  view  he  presents  to  Wall  Street, 
because  the  company  is  still  53%  owned 
by  his  family,  who  have  not  been  par- 
ticularly sagacious  managers. 

Old  William  J.,  who  became  the  first 
director  of  the  Bureau  of  Investigation 
(forerunner  of  the  modern  FBI)  after 
founding  Burns,  was  an  acknowledged 
detective  genius,  but  his  heirs  recently 
have  been  less  than  brilliant.  While  1977 
revenues  were  2%  times  those  of  ten 
years  ago,  its  net-profit  margins  shrank 
by  almost  half  during  the  same  period — 
to  just  1.6%.  Compare  Burns'  $3.3-mil- 
lion  net  last  year  with  the  $8  million  of 
arch-rival  Pinkerton's  on  about  the  same 
volume.  Burns'  earnings  per  share  this 
year  will  be  about  $1.35,  only  pennies 
above  the  1975  level.  The  Burns  divi- 
dend has  also  languished  at  60  cents 
since  1969. 

George  King  took  over  the  top  spot 
from  Frederic  E.  Crist,  the  only  non- 
Burns  to  ever  run  the  company.  A  small, 
wiry  man  who  wears  his  initials  (all  four 
of  them)  monogrammed  in  burgundy  on 
his  shirt  cuffs,  he  does  have  some  things 
to  recommend  him  other  than  his  pedi- 
gree. The  West  Coast  operation,  which 
he  ran  for  32  years,  is  one  of  the  fastest- 
growing  and  most  profitable  divisions  of 
Burns.  "When  I  got  out  to  the  San  Fran- 
cisco Bay  area  after  World  War  II,  we 
had  only  ten  guards,  none  of  them  under 
70  years  old,"  says  King.  The  West  Coast 
operation  grew  steadily,  then  spurted 
from  the  late  Sixties  on — when  jittery 
companies  and  executives  sought  protec- 
t  ion  as  radicals  marched  in  the  streets 
and  bombed  banks.  By  the  time  King 
became  CEO  it  was  producing  a  third  of 
Burns'  revenue. 


Burns'  biggest  problem  was  the  failure 
to  cut  losses  on  a  lagging  venture  into 
electronic  security.  Starting  in  the  late 
1960s,  the  company  acquired  23  central- 
station  alarm  systems.  Unable  to  com- 
pete with  pros  in  the  field  like  American 
District  Telegraph  or  to  control  over- 
head, Burns  took  a  bath.  In  the  last  two 
years  electronics  had  combined  operat- 
ing losses  of  more  than  $400,000. 

Cut  out  electronics,  though,  and 
Burns  would  be  a  different  story.  Last 
year,  for  example,  the  guard-service  di- 
vision produced  about  $190  million  in 
sales — or  90%  of  volume — and  virtually 
all  the  profits.  George  King  did  what  he 
had  to  do:  Seven  weeks  ago,  Burns 
agreed  in  principle  to  sell  its  23  central 
stations  to  Baker  Industries,  a  subsidiary 
of  Borg-Warner,  for  an  estimated  $20 
million  or  so  (neither  company  will  dis- 
close the  exact  price). 

And  so  the  family  man  gets  promoted, 
makes  one  long-overdue  decision  and 
looks  good.  Earnings  up.  Liquidity  is 
terrific;  that  $20  million  would  work  out 
to  over  $7  a  share.  But  what  next? 
George  King  could  give  the  outside 
shareholders  a  break  and  increase  the 
dividend.  That  possibility  is  probably 
one   reason    Burns'   stock,    trading  at 


around  1 1  before  the  Baker  deal,  was 
recently  at  14  with  a  price/earnings  ratio 
of  12 — above  average  and  about  the 
same  as  Pinkerton's.  Mario  Gabelli  of  the 
institutional  research  firm  Gabelli  &  Co. 
estimates  Burns  earnings  per  share 
could  be  as  high  as  $1.75  by  the  end  of 
1979,  "and  those  numbers  support  al- 
most double  the  current  dividend.  " 

Another  alternative  is  diversification, 
but  after  the  central  station  alarm  trau- 
ma, King  prefers  to  stay  clear  of  oper- 
ations the  company  can't  manage  well. 
Instead,  he  seeks  to  expand  in  service- 
industry  areas  rather  than  technology. 
He  has  hired  Charles  W.  Bates,  former 
chief  of  the  FBI's  San  Francisco  office, 
who  cracked  the  Patricia  Hearst  case,  to 
head  up  Burns'  small  ($2-million  rev- 
enues) private-investigation  unit,  which 
King  wants  to  expand  internationally. 
On  the  West  Coast,  King  also  pioneered 
the  company's  entry  into  the  field  of 
security  for  nuclear  facilities. 

But  this  kind  of  expansion  won't  re- 
quire much  cash.  If  King  kept  the  cash 
from  the  Baker  deal  in  one-year  prime- 
quality  tax-exempts,  it  would  yield,  at 
current  interest  rates,  some  36  cents  a 
share,  but  that's  scarcely  imaginative. 

He  can  always  sell  out.  King  says  the 
company  has  been  approached  by  con- 
glomerates at  least  six  times  since  1976. 
But  he  doesn't  have  to  worry  about  take- 
overs: The  family  owns  all  of  the  189.0(H) 
shares  of  B  stock,  which  carry  11  votes 
per  share,  even  though  it  has  only  14%  of 
the  2.6  million  Class  A  shares. 

So  George  King  isn't  exactly  in  hot 
water.  But,  as  he  says,  he's  pretty  visible 
these  days,  high  up  in  the  tree.  ■ 


Bums  Chairman  King  shows  off  uniforms 


On  guard  for  profits  but  getting  high  in  the  tree. 
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Improving  products  has  been  a 
deep-seated  principle  at  Crane  since 
Richard  Teller  Crane  started  the  business 
in  1855.  Before  the  turn  of  the  century  he 
set  industry  standards  in  testing  the  effects 
of  high  temperatures  and  pressures  on 
metals.  His  research  laboratories  became 
a  model  for  other  industries. 


This  same  tradition  of  techno- 
logical advance  continues  at  Crane  today. 
From  valves,  pumps  and  pollution 
control  to  steel  products  and  aerospace 
equipment. 

Our  technology  was  vital  in  the 
development  of  valves  used  in  the  nation's 
first  nuclear  installations.  Crane  pumps 


Fundamental  to  Crane's  growth. 


helped  control  the  environment  in  our 
lunar  landing  modules.  Our  computerized 
braking  system  aids  in  safely  bringing 
back  NASA's  first  Space  Shuttle. 

A  new  $70,000,000  rail  facility  at 
our  CF&I  Steel  Corporation  has  the  most 
advanced  rail  straightening  equipment  in 
the  world.  And  it's  the  only  mill  in  the 


United  States  that  can  roll  rail  up  to 
82  feet,  twice  the  normal  length. 

Testing,  refining  and  improving 
basic  products  is  a  way  of  life  at  Crane. 
It  has  put  us  at  the  center  of  American 
industry;  it  also  has  helped  make  us  a 
billion  dollar  company.  Crane  Co.,  300  Park 
Avenue,  New  York,  New  York  10022. 


CRANE 


 ® 

Fluid  and  pollution  control/Steel/Building  products/Aerospace  &  aircraft 


■ 


Catching  Lightning 
In  A  Bottle  ■  ■  ■ 

.  .  .  is  no  harder  than  catching  the  Japanese  napping. 
But  Avnet  thinks  it  can  do  it — in  a  very  tough  market. 


Few  U.S.  consumer  markets  have  been 
as  thoroughly  savaged  by  the  Japanese  as 
high-fidelity  phonographs,  stereos  and 
tape  decks.  So  why  is  Chairman  Simon 
Sheib  of  Avnet,  Inc.  launching  a  coun- 
terattack across  the  cratered  battlefield 
with  American  products? 

Because,  says  the  scrappy  62-year-old 
attorney,  "I  think  there  is  definitely  a 
place  for  a  U.S.  high-fidelity  company  in 
the  U.S.  market.  Then  he  adds 
thoughtfully,  "I  just  hope  it's  us." 

Catching  the  Japanese  napping  is 
quite  a  trick,  but  Sheib  seems  confident 
he  can  do  it.  He  has  spent  millions  (he 
won't  say  exactly  how  much)  in  the  last 
four  years  on  new  hi-fi  products,  includ- 
ing his  two  latest:  a  microprocessor-con- 
trolled turntable  and  the  first  two-speed 
cassette  tape  deck. 

This  despite  the  fact  that  the  most 
profitable  part  of  $800-million  (sales)  Av- 
net is  its  electronics  marketing 
group,  which  distributes  the  prod- 
ucts of  most  major  U.S.  companies 
but  has  deliberately  avoided  manu- 
facturing. Thus  it  protects  itself 
from  the  technological  and  pricing 
hazards  of  the  electronics  industry, 
but  the  manufacturers  need  Avnet 
to  market  their  products.  In  fact, 
Avnet  is  the  largest  U.S.  distributor 
of  microprocessors  (computers-on- 
chips)  and  peripherals,  which  it  sells 
for  the  likes  of  Intel,  Fairchild  Cam- 
era &  Instrument,  Motorola  and 
National  Semiconductor. 

Avnet's  automotive  and  electrical 
and  engineering  products  groups 
are  also  flourishing.  From  them  and 
the  electronics  marketing  group, 
the  company  gets  60%  of  its  earn- 
ings. A  big  uncertainty,  though,  is 
its  ailing  wire  and  cable  group, 
adrift  in  the  world  copper  glut. 

Sheib's  foray  into  consumer  elec- 
tronics manufacturing  has  added  an- 
other uncertainty.  Avnet  shares  re- 
cently traded  at  17,  just  over  book 
value  and  only  seven  times  earn- 
ings. Says  one  analyst:  "Wall  Street 
would  like  Avnet  a  lot  better  if  it 
stuck  to  distribution  and  stayed  out 


of  manufacturing.  As  a  separate  com- 
pany, its  electronics  marketing  group 
would  sell  at  ten  times  earnings." 

"Our  corporate  concept,"  Sheib  re- 
torts, "is  to  perceive  a  niche  and  try  to 
fill  it.  If  we  can  fill  it  with  somebody 
else's  product,  something  we  can  buy  in 
a  box  and  sell  in  a  box,  very  good.  But  a 
lot  of  products  you  can't  do  that  with. 
Those  we  manufacture." 

His  views  demand  respect,  for  Avnet's 
current  size  and  prosperity  are  mainly 
his  doing.  In  1970,  a  year  before  he  took 
over,  earnings  were  63  cents  a  share  (vs. 
about  $2.55  this  year).  Net  working  cap- 
ital, shareholders'  equity  and  return  on 
equity  were  about  half  what  they  are 
today,  debt  twice  as  big.  The  company 
was  an  uncoordinated  mishmash  of  51 
acquisitions  made  by  founder  Lester  Av- 
net; several  big  shareholders  ran  their 
groups  as  if  they  had  never  sold  out. 


Predictably,  the  stock  had  begun  to 
tumble,  from  $43  down  to  $6  in  only 
two  years.  So  the  major  shareholders 
called  in  Sheib,  who  had  negotiated 
many  of  the  acquisitions,  and  gave  him 
a  free  rein.  "I've  never  had  a  client 
whose  business  I  couldn't  run,"  he  says, 
"not  because  I'm  a  genius,  but  because 
I  thought  of  myself  as  only  part  of  the 
client's  money-making  machine — and  to 
help  him,  I  had  to  understand  his 
business." 

At  Avnet,  at  least,  he  was  right.  In 
seven  years  he  has  installed  modern 
management  controls  (while  making  only 
one  minor  acquisition)  and  moved  the 
company  away  from  the  brink,  where  a 
bank  loan  renewal  was  a  major  crisis. 
Profitability  has  improved  sharply:  Over 
the  last  five  years  its  average  return  on 
equity  is  up  to  21.1%.  ' 

As  strong  as  it  has  become,  Avnet's 
decision  to  manufacture  hi-fi  equip- 
ment was,  in  a  sense,  forced  upon 
it.  In  1973  Plessy  Co.'s  Garrard  sub- 
sidiary, a  maker  of  quality  record 
changers,  ended  Avnet's  37-year 
marketing  agreement.  For  Avnet, 
the  choice  was  either  manufacture 
or  get  out  of  record  changers. 

Sheib  recounts  his  feelings  at  the 
time  as  he  fiddles  with  the  brass 
balance  scales  on  his  desk.  Avnet 
had  a  first-rate  distribution  net- 
work. It  had  identified  a  market  for 
what  would  become  the  world's  first 
belt-driven  record  changer.  At  the 
time  the  Japanese  did  not  seem  a 
major  factor:  "We  thought  of  them 
as  off-brands,"  he  says,  "certainly 
not  the  basic  root  of  the  business.  In 
1974  the  market  looked  like  it  would 
be  all  roses."  The  clincher  for  Sheib 
was  his  pride  in  B»I»C  (the  subsid- 
iary under  which  Avnet  markets  its 
hi-fi  products).  Sheib  had  been  the 
largest  shareholder  of  B»I«C  when 
Avnet  bought  it  in  1960,  and  he  felt 
the  name  was  too  valuable  to  waste. 

So  Avnet  set  up  shop  in  St.  Joseph, 
Mich,  and  within  13  months  was 
making  belt-driven  record  changers. 
But  a  Japanese-generated  ground- 
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If  you're  looking  for  a  transnational  bank, 
come  to  the  Pyramid 


The  Bankers  Trust  Pyramid  is  vir- 
tuall)  everywhere.  We  have  offices  in  50 
key  cities  on  6  continents  and  a  network 
of  1,700  correspondents  in  1 19  countries. 

But  being  transnational-that  is,  able 
to  conduct  business  beyond  national 
boundaries  -is  not  as  important  as  how 
well  we  conduct  business.  We  pride  our- 
selves on  being  skilled  professionals, 
with  over  60  years  of  experience  in 
international  banking  to  draw  from. 

It  would  be  fairly  difficult  to  exhaust 
our  international  services.  They  range 
from  complicated  loan  syndications, 
overseas  private  placements  and  trade 
financings,  through  foreign  exchange 
and  casn  and  Eurocurrency  manage- 
ment, to  routine  remittances  via  air 
freight. 

Our  bankers  are  prepared  for  the 
most  intricate  and  demanding  projects 
(A  case  in  point  might  be  one  involving  a 
transnational  company,  a  developing 
country,  several  government  agencies 
and  multiple  currencies.) 

This  is  why  so  many  companies  come 
to  us  for  so  many  different  types  of 
financing  a  Yugoslavian  nickel  mine, 
lor  example,  or  a  North  Sea  oil  explora- 
tion project,  or  an  American  company 
exporting  grain  throughout  the  world. 

Wherever  you  see  the  Bankers  I  rust 
Pyramid,  you're  dealing  with  a  full  serv- 
ice bank  in  the  fullest  sense  of  the  word, 
with  the  capacity  to  raise,  lend  and  man- 
age money  worldwide.1 
Whatever  your  needs.-: 
a  visit  to  the  Pyramid! 
can  be 
experience. 


rewarding 


BANKl-RS  TRUST 


Bankers 
Trust  Company 

280  Park  Avenue.  New  York.  N  Y.  10017 

International  Banking  Subsidiaries  in  the 
United  States:  Chicago;  Houston,  Los 
Anueles  and  Miami.  Overseas  Branches 
LONDON.  BIRMINGHAM.  MILAN. 
PARIS.  TOKYO,  SINGAPORE,  NAS- 
SAU. PANAMA  CITi  and  BAHRAIN. 
An  International  Banking  Network  of 
branches,  subsidiaries,  affiliates  and  rep- 
resentative offices  in  over  30  countries  on 
d  c<  mtinents. 


TIME  talks  to  the  many  worlds 
of  multinational  marketing. 

It's  not  just  one  big  simple  world  out  there,  but  many; 
and  you  can't  hope  to  advertise  effectively  to  all  of  them 
with  big  simple  broadside  advertising. 

What  you  need  is  precision  and  flexibility. 

And  the  best  place  for  that  is  TIME. 

There  are  160  international  editions  of  TIME.  Big 
broad-brush  editions  that  go  to  Europe,  Latin  America, 
Canada,  the  Pacific.  Other  editions  that  can  carry  your 
advertising  to  regions,  nations,  even  individual  cities. 
So  you  can  put  your  international  advertising  precisely 
where  your  market  is. 

And  wherever  it  appears,  TIME  is  the  same 
influential  news  magazine  that's  read  each  week  by 
26,000,000  people  around  the  world. 

International  marketing  is  worlds  within  worlds, 
and  you  can  reach  all  of  them,  with  precision  and 
flexibility,  in  TIME. 

For  more  information,  call  Dave  Gibson,  U.S.  Area 
Director  for  the  International  Editions.  His  telephone 
number  is  (212)  556-4956. 


TIME:  the  news  magazine  for  the  internationally  minded. 


FOf 


Chairman  Sheib  of  Avnet  outlining  his  strategy 


Is  there  a  place  in  the  U.S.  for  a  U.S.  hi-fi  company? 


swell  away  from  record  changers  to 
cheaper,  single-play  turntables  stole  the 
profits  from  Avnet.  "We  found  ourselves 
with  an  increasing  share  of  a  diminishing 
market,'  sa\s  one  Avnet  executive. 

Sheib's  response  was  to  expand  his 
product  line.  To  spread  overhead,  he 

now    makes  high-volume  rccoi  (1-chang- 


ers  for  the  compact-unit  original-equip- 
ment market.  (Avnet  assembles  most!) 
in  Mexico  to  save  labor  costs.)  He  also 
stepped    up    K&D    by    developing  the 

higher-priced  microprocessor-controlled 
turntable.  And  in  June  Avnet  introduced 
the    two-speed    cassette    deck — mad< 
ironically,  for  Avnet  in  Japan. 


The  advantage  of  the  two-speed  deck 
is  that  it  permits  much  greater  fidelity 

recording  and  playback,  because  the 
higher  the  speed,  the  truer  the  sound. 

But  n  can  also  record  and  pla)  back  at 
the  standard  speed.  Son)  has  a  high- 
speed deck,  but  it  will  not  play  the  stan- 
dard Philips  cassette    \\  net's  will,  ami  it 

sells  for  $300  to  $500-  the  same  range  as 
most  quality,  one-speed  decks. 

The  new  products  have  given  Avnet 
perhaps  a  year's  h  ad  over  the  Japanese 

in  the  big  hi-fi  market.  Simon  Sheib 
seems  to  have  caught  lightning  in  a 
bottle.  But  has  he?  So  far  the  turntable 
and  cassette  deck  have  made  no  mone) 

and  he  has  lowered  his  original  projec- 
tions of  an  eventual  18%-to-20%  return 
on  his  hi-fi  investment  to  L695  to  L8(  I 
How  profitable  hi-fi  will  be,  he  says, 

"depends  mi  whether  we  can   u,cl  fair 

prices.  II  we  can't,  it  will  be  very  bad. 

Has  Sheib's  competitive  urge  sucked 
him  into  a  marketing  blunder?  He  does 
have  some  things  in  his  favoi  besides  his 
products     merit.     Avnet  s  promotional 

ability,  its  feel  for  the  U.S.  market,  its 

superb  distribution  system,  II  his  coun- 
terattack succeeds  be  plans  to  take  Av- 
net s  hi-fi  products  overseas  to  Europe — 
and  eventually  into  the  Japanese  home 
market  itself.  By  then  American  compa- 
nies that  fled  in  disarray  only  a  few  years 
ago  may  have  decided  to  follow  him  back 

across  no  man's  land.  ■ 


Summer  of  78: 
time  for  tax-free  income 
fromScudder. 


This  may  just  be  the  time  to  get  away  from 
it  all  and  earn  daily  tax-free  income'  from  a 
portfolio  of  high  quality  municipal  bonds 
managed  by  Scudder,  Stevens  &  Clark  We 
have  over  50  years  of  investment  counsel 
experience  in  municipal  bonds.  Send  for 
our  free  informative  booklet  today. 

•  Tax-free  income  daily 

•  Portfolio  quality 

•  Diversification 

•  No  sales  charges 

•  $1000  minimum  investment 

•  Convenience  &  Liquidity 

Call  800-225-2470  anytime,  toll-free. 
In  Mass.  call  collect  (61 7)  482-3990. 


SCUDDER 

S(  UUMk  VI  VTNS  *  <  I  Alt*  INVtSlMINT  (.OUNM  I 

Scudder  Fund  Distributors.  Dept  <f  55G 
Scudder  Managed  Municipal  Bonds 
175  Federal  Street,  Boston,  MA  02110 

Please  write  or  call  for  a  free  booklet 
and  prospectus  containing  more  com- 
plete information,  management  fee 
charges  and  expenses.  Head  them 
carefully  before  you  invest  or  send 
money 

Name  ;  

Add  ress  

City  

State  Zi  p  


Scudder  Managed 
Municipal  Bonds. 

'While  a  substantial  portion  ol  the  income  will  be  exempt  Irom  Federal  Income  Tax  investors  may  be  subject  lo  some  stale  or  local  lax 
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Poor-To-Poor  Conglomerate 

Scott  &  Fetzer  started  its  diversification  to  limit 
its  dependence  on  direct  sales.  Why  is  it  making 
a  major  acquisition  to  tip  that  balance  back? 


"When  I  tell  people  that  I'm  with 
Scott  &  Fetzer,"  says  Ralph  Schey,  its 
president,  "half  of  them  think  it's  a  paper 
company.  The  other  half  think  we  sell 
seeds."  Actually,  what  S&F  chiefly 
makes  is  money  It  regularly  shows  up  at 
the  top  of  Fohbes'  multicompany  profit- 
ability roster,  where  its  present  17.3% 
five-year  return  on  assets  ranks  it  first 
among  48  firms. 

Schey's  Cleveland-based  con- 
glomerate, enlarged  by  current  ac- 
quisitions, is  now  a  $700-million-a- 
year  operation.  S&F's  19  divisions 
turn  out  an  array  of  products  rang- 
ing from  scissors  and  steak  knives 
to  air  compressors  and  electrical 
transformers. 

Direct  selling  sets  Schey's  com- 
pany apart  from  the  crowd.  Its 
Kirby  division  builds  a  line  of 
high-quality  vacuum  cleaners  ped- 
dled by  11,500  door-to-door  sales- 
men (see  bux,  p.  113).  Recently, 
that  business  produced  less  than 
one-fourth  of  S&F's  revenue,  but 
it  regularly  yields  about  half  of 
corporate  profits. 

"Selling  in  the  home  eliminates 
competition,'  explains  Schey,  a 
54-year-old  Harvard  M  B. A.,  so 
you've  got  considerable  control 
over  pricing."  Considerable,  in- 
deed. The  cheapest  Kirby  can 
command  nearly  $500 — about 
twice  as  much  as  Sears,  Roebuck  s 
best  vacuum.  Two-thirds  of 
Kirby's  retail  price  goes  toward 
salesman  and  distributor  commis- 
sions, but  there  is  still  enough 
profit  left  to  give  this  division  a 
25%  pretax  margin.  Comparable 
appliance  manufacturers  that  mar- 
ket through  retail  outlets  are  lucky 
to  do  half  as  well. 

Over  the  past  15  years,  Kirby  has  been 
the  cash  cow  that  nurtured  S&F's  diver- 
sification. Schey's  predecessor.  Niles 
Hammink,  who  retired  late  in  1976, 
bought  some  35  small,  private  compa- 
nies in  order  to  broaden  the  corporate 
base.  He  branched  out  after  a  1961  Fed- 
eral Trade  Commission  order  attacked 
some  of  Kirby's  more  aggressive  market- 
ing ploys. 


In  spite  of  that  setback,  Kirby  profits 
haven't  faltered — spurting  50%  in  the 
past  five  years.  So  Schey  is  increasing 
the  emphasis  on  door-to-door  selling, 
where  Scott  &  Fetzer  has  few  peers.  He 
is  paying  about  $65  million  (about  eight 
times  earnings)  for  Field  Enterprises 
World  Book  encyclopedia  subsidiary.  Its 
100,000-person  sales  force  consists  large- 


Srhey 


Juggling  assets,  jiggling  doorknobs. 


ly  of  schoolteachers  working  part  time. 
But  like  Kirby  in  recent  years — and  un- 
like competitors  Grolier  and  Encyclo- 
paedia Britannica — World  Book  has 
avoided  costly  run-ins  with  the  FTC. 

Schey  is  quick  to  point  out  that  World 
Book's  $364  product  is  just  the  kind  he 
wants.  "We  have  been  looking  for  a  long 
time  for  a  direct-selling  company,  but  we 
weren't  interested  in  cosmetics  or  party 
plans.   Those  are  delivery  routes,  not 


marketing  organizations.  You  do  much 
better  with  a  big-ticket  item." 

Despite  his  commitment  to  door-to- 
door  marketing,  Schey  is  more  corporate 
strategist  than  born  salesman.  In  1969  he 
left  his  post  as  executive  vice  president 
of  Clevite  Corp.  after  its  merger  with 
Gould  and  spent  five  years  in  venture 
capital  before  joining  S&F.  With  that 
diverse  experience,  Schey  sees  his 
decentralized  divisions  as  a  stock 
portfolio  and  aims  to  achieve  a 
three-way  balance  among  direct- 
selling  operations,  consumer  and 
industrial  products. 

Strategist  Schey  rates  the  firm's 
component  businesses  based  on 
growth  and  market  dominance,  of 
course,  but  he  also  uses  less  con- 
ventional criteria.  First,  he  avoids 
areas  where  competitors  have  easy 
entry.  Consider  his  Campbell- 
Hausfield  portable-compressor 
subsidiary.  Its  products  power 
paint  and  insecticide  sprayers,  and 
annual  sales  have  shot  from  $21 
million  to  nearly  $100  million 
since  S&F  acquired  the  company 
in  1971.  "Our  manufacturing  is  so 
vertically  integrated  that  it  is  ex- 
pensive for  someone  to  start  sell- 
ing a  competitive  item,"  says 
Schey.  "That's  one  reason  we  are 
growing  so  fast." 

In  addition,  S&F  concentrates 
on  products  where  measurable 
performance  is  more  important 
than  ephemeral  aesthetics.  Thus, 
Schey  readily  paid  $24  million  ear- 
lier this  year  for  Wayne  Home 
Equipment  Co.,  the  leading  mak- 
  er  of  furnace  burners — awkward- 
looking  devices  customers  seldom 
see.  Almost  simultaneously,  he 
sold  a  money-losing  light-fixture  divi- 
sion, which  serves  the  same  end  market: 
"That  was  largely  a  fashion  business  and 
not  a  proper  place  for  a  big  company  like 
us.  We  can't  move  fast  enough." 

The  combination  of  Schey  juggling 
corporate  assets  and  armies  of  salesmen 
jiggling  customer  doorknobs  keeps  S&F 
growing.  It  also  makes  for  a  strong  bal- 
ance sheet.  Even  after  the  World  Book 
deal  the  company  will  have  only  a  mod- 
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est  $85  million  in  debt  and  $50  million  in 
cash.  So  another  acquisition  is  likely, 
probably  for  its  expanding  measurement 
and  control  group. 

Not  surprisingly,  in  the  early  Seven- 
ties S&F  shares  sold  at  20  times  earnings 
and  peaked  at  $45.  In  1974,  however, 
high  interest  rates  made  it  tough  to  fi- 
nance   vacuum    cleaners,    and  profits 


stumbled.  The  stock  plummeted  to  $8.  It 
has  since  recovered  and  now  sells  in  the 
low  30s.  That,  however,  is  only  about 
eight  times  probable  1978  earnings, 
which  are  already  up  24%  over  1977. 
Still  a  growth  company,  Scott  &  Fetzer 
commands  a  growth  price/earnings  ratio. 

What  about  that  obscure  name?  Schey 
claims  he  really  isn't  fazed  by  any  confu- 


sion it  might  cause.  "Besides,"  he  con- 
cludes, "we  want  to  be  more  like  Gener- 
al Motors  than  General  Electric.  GM 
puts  the  emphasis  on  the  subsidiaries, 
riot  the  parent,  while  GE  slaps  its  own 
name  on  everything  it  makes.  Letting 
our  divisions  have  identities  of  their  own 
encourages  the  entrepreneurial  instincts 
of  their  managers.  "  ■ 


Gene  Windfeldt's  Three-Way  Split 


With  button-down  collars  and  midwest- 
em  wholesomeness,  Gene  Windfeldt  looks 
like  anything  but  a  vacuum-cleaner  sales- 
man— much  less  a  $200, 000- a- year  vacuum- 
cleaner  salesman.  But  last  year,  operating 
out  of  St.  Cloud,  Minn.,  a  college  town  75 
miles  northwest  of  Minneapolis,  he  sold 
over  10,500  Scott  &  Fetzer  Kirby  units.  At 
last  year  's  average  price  of  about  $400  each, 
that  produced  retail  revenues  of  above  $4 
million,  and  it  ranks  blond,  blue-eyed 
Windfeldt  as  top  man  among  Kirby's  850 
distributors. 

But  the  35-year-old  soft-spoken  market- 
ing whiz  can't  remember  when  he  made  his 
last  cold  call.  And  his  version  of  the  45- 
minute  Kirby  pitch— including  a  look  at 
such  attachment  exotica  as  saws,  garden 
sprayers  and  a  scalp  massager — is  decidedly  rusty.  That's 
because  Windfeldt,  who  started  hawking  Kirbys  when  he 
was  in  college,  now  has  nearly  100  people  working  under 
him.  His  real  job  is  to  keep  these  selling  ranks,  comprised 
largely  of  part-timers  and  fresh-faced  students,  fully 
manned  and  fully  motivated. 

As  an  independent  distributor,  Windfeldt  buys  ma- 
chines from  the  Kirby  factory  for  one-third  the  retail 
price.  He  resells  them  to  his  "dealers"  for  two-thirds  of 
retail,  and  they  pocket  the  final  third  as  commission — 
often  making  more  per  deal  than  a  car  salesman.  Such  a 
split  gives  Windfeldt  a  gross  profit  of  about  $150  on  each 
sale,  but  overhead  gobbles  up  much  of  that. 

Much  of  Windfeldt's  expenses  goes  for  rent,  telephone 
prospecting  and  sales  contests.  At  nine  sharp  each  morn- 


Salesman  Windfeldt 
Business  is  picking  up 


ing  his  troops  gather  at  22  area  offices.  First 
come  songs  from  the  50-page  company  lyric- 
book.  (Sample,  to  the  tune  of  "Stout  Heart- 
ed Men":  "We  are  the  men  who  are  good 
Kirby  men,  who  will  fight  for  the  dough  we 
adore. ")  Then,  amid  cheering  and  applause, 
fired-up  men  who  made  sales  the  previous 
day  explain  their  successes.  Finally,  dealers 
who  aren't  psyched  up  to  go  door-to-door 
get  addresses  where  Windfeldt's  four-per- 
son telephone  staff  has  already  arranged 
appointments.  The  pitch?  A  free  rug  sham- 
poo for  agreeing  to  see  a  Kirby  demo. 

Legend  has  it  that  if  a  good  Kirby  man 
converts  one  out  of  his  three  daily  sessions 
into  a  sale,  that  should  produce  an  annual 
income  over  $25,000.  But  the  problem  is, 
there  isn't  an  abundance  of  good  men.  "We 
recruit  almost  every  week,  and  only  one  person  in  ten 
actually  goes  full  time,"  explains  Windfeldt.  His  big  suc- 
cesses, however,  are  the  18  dealers  whom  he  has  promot- 
ed to  factory  distributors.  Each  has  his  own  selling  team, 
and  Windfeldt  gets  $3  for  every  vacuum  those  men  sell. 

Stalwarts  extol  Kirby's  marketing  as  a  bastion  of  free 
enterprise,  but  regulators  aren't  so  sure.  "You've  got  to 
use  tricks  to  get  people  to  pay  $500  for  a  vacuum  cleaner, 
and  our  job  is  to  make  sure  they  play  fair,"  grumbles 
Aaron  Bulloffof  the  FTC's  Cleveland  office. 

Windfeldt  has  a  ready  response:  "We  sell  lots  of  units  to 
really  conservative  people.  They  aren't  spending  money 
on  motorcycles  and  vacations,  and  they  like  to  own  some- 
thing that's  the  best.  Here's  a  product  they  can  enjoy,  so 
what's  wj"ong  with  that?" 
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Quality  Still  Matters 

Little  Snap-on  Tools  charges  more  than 
its  giant  competitors,  yet  runs  rings  around  them. 


By  KATHLEEN  WIEGNER 

Ever  since  a  cheap  seven-eighths  broke 
in  my  hand,  I've  bought  the  best  tool  a 
man  can  have  .  .  ■  this  one  happened  to 
be  a  Snap-on,  which  as  any  mechanic 
knows  is  not  your  everyday  wrench. 
Might  as  well  be  made  of  gold,  the  price 
of  the  thing,  but  it's  a  joy  in  the  hand, 
and  you  know  it  will  never  break,  no 
matter  what  you  do  with  it.  " 

— Richard  Bach,  Illusions 
Author  Richard  Bach,  of  Jonathan 
Livingston  Seagull  fame,  is  telling  read- 
ers something  professional  mechanics 
have  known  for  a  long  time.  Snap-on 
Tool  Corp.'s  socket  wrenches,  pliers, 
screwdrivers  and  hammers  are  the  Cad- 
illacs of  the  hand-tool  industry,  and  a 
tool  chest  full  of  shiny,  chromium-plated 
Snap-on  products  is  a  blue-collar  status 
symbol.  Quality,  combined  with  a 
unique  service-oriented  marketing  strat- 
egy, has  indeed  been  worth  its  weight  in 
gold  for  the  Kenosha,  Wis. -based  manu- 
facturer: Snap-on's  tools  can  command  a 
premium  price  often  40%  higher  than 
similar  tools  sold  by  its  competitors.  For 
example,  one  Snap-on  wrench  sells  for 
$7.90,  vs.  $5.69  for  the  Sears  model. 

In  the  last  15  years,  Snap-on's  sales 
have  grown  at  an  average  annual  com- 
pound rate  of  14.7%,  earnings  at  16%. 
Return  on  equity  is  around  25%.  This 
year  Snap-on  will  have  sales  estimated  at 
$295  million  with  a  profit  of  $27.5  mil- 
lion, about  $2.80  a  share.  Snap-on's 
shares  sell  at  3  times  book  value  and 
more  than  12  times  earnings — a  good 
premium  in  today's  market. 

In  many  respects  the  company  is  the 
same  as  it  was  57  years  ago  when 
founder  Joseph  Johnson  marketed  inter- 
changeable sockets  for  hand  wrenches. 
From  the  beginning  Johnson  sold  his 
products  directly  to  professional  me- 
chanics rather  than  through  distributors 
and  retailers,  emphasizing  quality  and 
service  rather  than  low  cost.  Despite 
competition  from  giants  like  Sears,  Roe- 
buck, Snap-on  has  35%  of  the  market 
for  mechanics'  hand  tools,  which  last 
year  comprised  84%  of  its  sales.  The 
rest  came  from  tool  chests  and  cabinets, 
welding  supplies  and  automotive  repair 
diagnostic  equipment. 
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Snap-on's  over  2,800  dealers  are  still 
independent  businessmen,  who  buy 
their  inventory  from  the  company's  64 
branch  offices  and  then  visit  mechanics 
at  auto  dealerships,  independent  garages 
and  gas  stations,  selling  tools  directly  out 
of  their  brightly  painted  red  and  white 
vans.  Dealerships  are  not  franchised,  but 
each  dealer  is  given  a  territory  which  is 
honored  by  other  dealers.  To  become  a 
Snap-on  dealer  requires  enough  money 
(or  credit)  to  finance  a  van,  around 
$5,000  for  inventory  (the  company  will 
let  out  another  $15,000  on  consignment) 
and  an  $8, OCX)  checking  account  to  cover 
receivables,  since  a  Snap-on  dealer  can 
also  finance  purchases  for  his  customers. 
Last  year  the  top  25  dealers  made  at  least 
$75,000  each,  and  one  earned  $175,000. 


Dealers,  who  accounted  for  76%  of 
1977  sales,  also  provide  highly  personal 
service,  even  to  repairing  tools  on  their 
off  hours.  While  Snap-on  cannot  actually 
fire  a  dealer  who  is  not  performing,  it 
keeps  a  close  eye  out  for  its  reputation 
and  may  pressure  a  poor  dealer  into 
emitting.  "Our  product  needs  more  than 
adequate  sponsorship  because  of  the 
price  and  the  need  to  talk  to  a  profession- 
al," says  Snap-on's  chief  executive,  Nor- 
man Lutz,  63.  "Our  customer's  not  your 
average  buyer.  He  has  to  make  a  living 
with  his  tools." 

Don't  mechanics  ever  have  a  full  tool 
box?  After  all,  the  number  of  mechanics 
grows  only  3%  to  4%  a  year  and  Snap-on 
gains  little  from  the  replacement  market 
since  it  usually  will  replace  free  any  tool, 


Snap-on  dealer  Jerry  Schlucter  in  his  traveling  tool  store 
Blue-collar  status  at  a  premium  price. 
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no  matter  how  old.  (Ii.it  should  happen 
to  break. 

Luckily,  every  time  automakers  intro- 
duce a  new  ear  or  change  something 
under  the  hood,  that  usually  means  new 
tools  to  repair  new  parts.  As  design 
changes  accelerate  in  the  auto  industrj 
(including  the  conversion  to  metric  fas- 
teners), the  number  of  new  items  Snap- 
on  introduces  goes  up:  200  to  300  this 
year,  vs.  100  five  years  ago.  A  Snap-on 
representative  in  Detroit  informs  the  en 
gineering  department  w  hat  will  be  need 
ed  before  a  new  ear  hits  the  showroom 

Market  penetration  has  also  been  im- 
portant for  growth  Snap-on's  dealer 
network  has  grow  n  around  6%  a  year 

and  sales  per  dealer  have  more  than 
doubled  ovei   the  last  ten  \e.us  Since 

mechanics  normally  bin  then  own  tools 
(the  average  mechanic  maj  ow  n  $2  000 
to  $3,000  worth),  when  they  leave  the 
business  they  take  their  tools  with 
them.  "We  estimate  that  with  the  turn 
Over  there  is  all-new  potential  ever)  six 


"...  'Our  customer's 
not  your  average  buyer. 
He  has  to  make  a  living 
with  his  tools' .  .  ." 


to  seven  years,  says  William  Rayburn, 
vice  president -marketing. 

In  its  slow  but  steady  way,  Snap-on  is 
looking  at  new  markets  Sales  to  indus- 
trial users,  which  are  handled  bv  sales- 
men employed  directly  by  the  compan.) 
have  been  growing  around  L5%  a  year 
and  now  account  for  25%  of  the  com 
pany's  domestic  sales.  This  includes  sales 

to  maintenance  workers  in  such  va  is 

fields    as    sewage    disposal    pi. nils  anil 

amusement  parks  like  Disney  World. 

Foreign  sales  (Snap  on  has  branch  offices 
in  Canada,  Mexico,  the  United  Kingdom 
and  Germany)  have  been  growing  at  2.')'  < 
a  year  and  now  account  lor  20%  of  sales. 
While  in  the  past  Snap  on  shied  away 

from  buying  growth,  it  is  looking  intently 
at  small-hand-tool  manufacturers,  par- 
ticularly those  that  SUppl)  items  Snap  on 

carries  but  does  not  manufacture.  As 

more  electronics  finds  its  way  into  auto- 
mobiles, Snap-On  has  been  adding  more 

specialized  diagnostic  equipment. 

The  company's  attitude  toward  the 
world  has  been  changing  a  bit.  For  years 
the  stock  was  traded  ovei  the  counter, 
management  did  not  appear  before  ana- 
lysts' groups  and  there  wasn't  even  a 
public  relations  department.  Hut  in  Feb- 
ruary the  initials  SNA  appeared  on  the 
Big  Board,  and  a  lull  Hedged  public  rela- 
tions staff  is  quick  to  point  out  famous 
Snap-on  fans  [ike  Richard  Bach  Howev- 
er, this  is  surface  stuff:  Snap-on  has  ev- 
ery intention  of  remaining  a  big,  strong 
frog  in  a  small  puddle.  ■ 
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The  day  a  transplanted  executive 
discovered  the  symphony  in  Iowa 


Excited  about  being  trans- 
ferred to  Iowa?  Maybe  or  maybe 
not.  But  once  you  get  here,  and 
discover  all  that  Iowa  has  to  offer, 
you  —  and  your  family  —  may 
never  want  to  leave! 

Most  of  the  cultural  advantages 
of  major  urban  areas  can  be  found 
here  in  Iowa.  Concerts  by  the 
world's  leading  performers  (last 
spring,  Amsterdam's  famed  Con- 
certgebouw  Orchestra  played  four 
concerts  here).  Art  exhibits.  Thea- 
ter, and  much  more.  All  without 
having  to  fight  the  urban  crush  to 
enjoy  them! 


If  you're  seeking  a  location  for 
your  new  plant,  chances  are.  Iowa 
can  fill  every  one  of  your  require- 
ments, including  outstanding 
"quality  of  life." 

For  more  information,  write: 
Gaty  Owens,  Industrial  Division, 
Iowa  Development  Commission. 
Dept.  FB-2.  250  Jewett  Bldg..  Des 
Moines.  Iowa  50309.  Or  call  515- 
281-3500. 


CLASSIFIED 

appears  in  the  first  issue 
of  every  month 

Look  for  it  in  the 
upcoming  issue 


For  rates  and  other  information 
on  FORBES  CLASSIFIED 
call 

Sarah  Madison 
(212)  675-7725 

FORBES:  CAPITALIST  TOOL 
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Statistical  Spotlight 


Pensions  And  The  "Right"  Price 

Or,  as  they  said  on  the  Titanic:  "It  can't  be  too  big;  it  barely  shows." 


You  are  the  chief  executive  of  a  $1.3- 
billion  conglomerate  in  the  heat  of  a 
tender  battle  for  a  company  with  $433- 
million  net  worth  and  $143  million  in 
cash  and  earning  power.  You  outbid  your 
rival  at  nearly  twice  the  target  s  net 
worth.  Did  you  get  a  bargain?  Or  did  you 
pay  too  much? 

In  fact,  J.  Ray  McDermott  &  Co. 
Chairman  Charles  Graves  paid  that 
price  last  March  to  snatch  away  Babcock 
&  Wilcox  from  Harry  Gray's  United 
Technologies.  Did  he  pay  too  much? 
Obviously,  he  doesn't  think  so;  but  look 
at  the  accompanying  table.  B&W  had 
$79  million  in  vested  and  unfunded 
pension  liabilities  (a  figure  that  was  up 
from  $46  million  the  year  before)  when 
McDermott  bought  it.  Overall,  it  has 
$219  million  in  potential  prior-service 
liabilities — which  means  that,  over  the 
years,  it  might  have  to  use  a  significant 
portion  of  its  current  net  worth. 

McDermott  itself  doesn't  have  big  un- 
funded pension  liabilities,  but  if  it  had,  it 
might  not  have  been  willing  to  pay  $400 
million  over  B&W's  net  worth.  In  the 
current  takeover  fever,  these  huge  liabil- 
ities, which  vary  widely  from  company  to 
company  and  industry  to  industry,  must 
be  carefully  studied;  their  effect  on  the 
"right"  acquisition  price  can  be  dramat- 
ic, to  say  the  least. 

Last  summer  International  Harvester, 
for  example,  unloaded  its  money-losing 
Wisconsin  Steel  division.  The  purchaser, 
EDC  Holding  Co.,  a  subsidiary  of  Envi- 
rodyne,  paid  $15  million  in  cash  and  $50 
million  in  notes — or  $30  million  below 
IH's  cost.  EDC  doesn't  even  start  paying 
the  notes  until  1980  and  has  ten  years  to 
pay  the  $50  million.  Why?  In  part  be- 
cause Wisconsin  Steel  has  $66  million  in 
unfunded  pension  costs. 

Even  so,  International  Harvester  may 
not  be  rid  of  the  liability  if  EDC  Holding 
can't  pay  it  anytime  up  through  mid- 
1982,  and  to  a  lesser  extent  afterwards. 
That's  the  kind  of  deal  you  can  strike  to 
take  over  a  company  heavily  burdened 
by  these  future  costs. 

Or  take  Scovill  Mfg.,  which  sold  its 
brass  business  to  a  group  of  private  in- 
vestors two  years  ago.  The  division  had  a 
book  value  of  $55.5  million.  However, 
since  the  buyers  had  to  take  over  $17 
million  in  unfunded  pension  liabilities, 
they  laid  out  only  $13  million  for  Scovill's 


brass  operations.  "Analysts  are  frequent- 
ly surprised  when  a  sale  or  a  merger 
takes  place  way  below  book  value,"  says 
New  York  pension  manager  and  adviser 
Patrick  J.  Regan  of  BEA  Associates.  You 
need,  adds  Regan,  the  eyes  of  an  actu- 
ary, really,  to  tell. 

More  recently,  the  five-company  con- 
sortium led  by  Newmont  Mining  which 
agreed  to  acquire  Peabody  Coal  from 
Kennecott  Copper  reportedly  knocked 
down  substantially  its  final  bid  ($850  mil- 
lion) after  its  actuaries  started  looking 
into  Peabody's  pension  liabilities.  On  the 
surface  they  didn't  appear  very  large. 
But  the  actuaries  pointed  out  that  Pea- 
body  accounts  for  some  10%  of  all  coal 


Overall,  the  pension  picture  is  a  little 
brighter  these  days.  For  several  years 
costs  had  been  growing  by  15%  to  20% 
annually.  Last  year,  according  to  BEA's 
Regan,  the  increase  among  the  40  largest 
corporations  in  10  major  industries  was 
only  8.5%,  the  smallest  since  1969. 

Why?  Partly  because  of  the  stock  mar- 
ket. Says  Regan:  "A  number  of  compa- 
nies calculate  the  market  value  of  their 
pension  fund  portfolios  using  a  three-  or 
five-year  moving  average.  Last  year 
higher  market  prices  finally  began  to  be 
reflected,  so  these  companies  found  they 
didn't  have  to  put  as  much  in  the  pot  as 
in  previous  years." 

Result:  No  matter  what  happens  to 


".  .  .  'Analysts  are  frequently  surprised  when  a  sale 

or  a  merger  takes  place  below  book  value.  You  need  the 

eyes  of  an  actuary  to  really  tell' .  .  ." 


industry  employees  and  is  heavily  entan- 
gled in  the  industry's  multiemployer  and 
multiunion  pension  contracts.  They  real- 
ized a  buyer  would  pick  up  tons  of  un- 
funded but  vested  benefits. 

There  are  other  industries  where  pen- 
sion costs  often  aren't  visible  on  corpo- 
rate balance  sheets — like  food  processing 
and  construction,  which  also  have  multi- 
employer plans. 

The  tricky  part  isn't  the  part  you  see. 
When  companies  with  big  liabilities  bite 
the  bullet,  it  makes  headlines.  Nearly 
two-thirds  of  Bethlehem  Steel's  $750- 
million  pretax  writeoff  last  year  was  for 
pension  funds  and  other  employee  bene- 
fits. So  was  a  similar  portion  of  Lykes 
Corp.'s  $138-million  costs  to  close  part  of 
its  creaky  Campbell  Steel  Works.  An 
undisclosed  but  sizable  part  of  GAF 
Corp.'s  $67-million  loss  in  disposing  of 
its  consumer  photo  and  other  businesses 
was  for  pensions. 

The  problem  comes  rather  with  com- 
panies that  can't  afford  to  bite  the  bullet. 
Now  that  Lykes  has  written  down  a  por- 
tion of  its  pension  costs,  how  much  can  it 
demand  from  LTV  Corp. — which  has 
$466  million  more  in  unfunded,  vested 
pension  liabilities — if  the  two  companies 
go  through  with  their  planned  merger? 
Nobody  is  saying,  but  some  experts 
think  it'll  be  plenty. 


stock  prices  late  in  1978  or  in  early  1979, 
contributions  for  current  pension  ex- 
penses will  be  less  onerous.  If  the  mar- 
ket stays  strong,  so  much  the  better. 

Another  reason,  says  Regan,  is  the 
economic  recovery,  which  has  increased 
employment,  and  thus  the  ratio  of  active 
to  inactive  employees.  In  other  words, 
there  are  more  producers  in  proportion 
to  nonproducers;  and  in  a  number  of 
plans,  employees  contribute  as  well  as 
employers.  Still  another  factor:  Some 
companies  may  have  adjusted  future 
earnings  rate  assumptions.  That  lightens 
their  current  burden. 

But  it's  a  breather  at  best.  Unfunded 
pension  costs  as  a  percentage  of  net 
worth  among  these  big  companies  con- 
tinued to  grow  relentlessly — from  TVi% 
in  1976  to  around  9%  last  year.  So  did 
unfunded  benefits  as  a  percentage  of  to- 
tal pension  fund  assets,  which  went  up 
from  24.5%  to  28%. 

What  it  means  is  that  over  the  long 
term,  pension  liabilities  still  are  mount- 
ing faster  than  net  worth.  That,  in  turn, 
means  if  you're  running  a  company  look- 
ing to  acquire  another  company — or 
you're  a  stockholder  looking  at  per-share 
market  price  against  book  value — the 
surface  figures  aren't  enough.  Look  at 
the  iceberg  under  the  surface,  and  the 
"right  price"  may  be  a  lot  different.  ■ 
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Corporate  Pension  Burdens 


Current 
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%  in- 
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Unfunded 
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Unfunded 
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benefits 

debt 
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capital 

market 

as  a  %of 

(millions) 

expense 
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of  net  worth 
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price 

book  value 

AUTOMOTIVE 

General  Motors 

$8,446 

$1,208 
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20% 
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22% 

6% 
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109% 
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15 

14 

24 
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62 
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43 

28 

45 

11 

23 

American  Motors 
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35 

59 
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OIC 
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01 

AO 
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55 
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21 

21 
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DO 

A7 

bi 
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45 

CHEMICAL 

Du  Pont 

2,570 

907 
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on 
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16 

23 

31 
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oo 

oo 
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6 

3Z 

35 
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71 
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DRUG  INDUSTRY 

Johnson  &  Johnson 
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33 
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Pfizer 
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ELECTRICAL  EQUIPMENT 

General  Electric 

3,734 
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94 

17 
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596 

10 

18 

24 

52% 
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Westinghouse 
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26 
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Babcock  &  Wilcox 
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37 

N/A 

29 
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79 
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FOOD  PROCESSING 

Beatrice  Foods 

81 

35 

64 

8 

83 
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0 

22 

22 

24% 

186 

Kraft 

360 

32 

52 

11 

26 

17 

2 

24 

25 

46% 

121 

General  Foods 

439 

52 

115 

16 

236 

24 

2 

18 

19 

32% 

140 

Borden 

135 

20 

65 

9 

125 

71 

7 

26 

29 

28% 

101 

MISCELLANEOUS 

Eastman  Kodak 

682 

175 

48 

15 

511 

0 

2 

2 

58 

217 

Caterpillar  Tractor 

700 

118 

77 

15 

850 

330 

15 

32 

38 

57% 

211 

Lockheed 

1,074 

103 

36 

89 

821 

404 

185 

71 

81 

23% 

156 

Western  Union 

83 

35 

16 

64 

284 

249 

36 

47 

56 

17% 

47 

Alcoa 

500 

113 

265 

37 

862 

555 

30 

39 

48 

42% 

81 

Fairchild  Industries 

85 

13 

359 

73 

66 

46 

62 

29 

51 

28% 

200 

Int'l  Harvester 

754 

155 

218 

62 

1,097 

929 

54 

35 

52 

36% 

62 

Crane  Co. 

71 

31 

N/A 

39 

179 

107 

32 

45 

54 

27% 

89 

OFFICE  EQUIPMENT 


IBM 

2,475 

704 

114 

14 

712 

295 

2 

2 

4 

271 

315 

Xerox 

440 

144 

71 

16 

None 

0 

26 

26 

55% 

177 

Sperry  Rand 

745 

71 

47 

21 

N/A 

0 

27 

27 

42% 

103 

Honeywell 

286 

51 

81 

22 

188 

94 

8 

17 

22 

62% 

109 

RETAIL  INDUSTRY 

Sears,  Roebuck 

2,919 

185t 

38 

26 

241 

111 

4 

23 

24 

22% 

113 

J.C.  Penney 

530 

61t 

68 

11 

63 

None 

16 

16 

37% 

113 

K  mart 

145 

27 

137 

5 

N/A 

None 

18 

18 

25 

180 

Woolworth 

162 

71 

57 

13 

63 

49 

4 

29 

31 

19 

54 

STEEL 

U.S.  Steel 

3,935 

264 

126 

259 

1,200 

600 

12 

31 

36 

27% 

45 

Bethlehem  Steel 

1,100 

272 

98 

Neg 

1,120 

1,212 

56 

35 

52 

23% 

48 

Armco  Steel 

510 

85 

67 

87 

NA 

191 

13 

31 

36 

29% 

63 

Republic  Steel 

494 

86 

58 

251 

833 

548 

41 

25 

43 

24% 

29 

Wheeling  Pittsburgh 

160 

49 

60 

Neg 

213 

73 

21 

38 

45 

11% 

15 

NVF  Co. 

65 

15 

120 

68 

135 

91 

63 

46 

59 

7% 

76 

Lykes  Corp. 

306 

53 

61 

Neg 

183 

57 

11 

55 

58 

8% 

31 

LTV 

615 

87 

55 

Neg 

724 

466 

121 

73 

80 

7% 

51 

TIRE  &  RUBBER  INDUSTRY 

Goodyear 

856 

109 

83 

28 

679 

436 

22 

36 

44 

16% 

60 

Firestone 

626 

72 

80 

33 

413 

128 

8 

30 

31 

13% 

49 

Uniroyal 

195 

82 

46 

128 

679 

515 

80 

42 

61 

7 

32 

Goodrich 

300 

39 

8 

34 

295 

193 

25 

35 

44 

22 

43 

*  Source:  Money  Market  Directory  or  10-K  when  possible,     t  Includes  savings  or  profit-sharing  expense.     Source:  BEA  Associates. 
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Faces  Behind  The  Figures 


Change  Of  Heart 


Promises,  promises!  When  Hays  Wat- 
kins  became  chief  executive  of  Chessie 
System,  Inc.  in  1973,  his  railroad,  the 
nation's  major  coal-hauling  line,  was 
gearing  up  for  substantial  traffic  growth 
because  of  the  energy  crisis.  Since  then 
Watkins  has  invested  $450  million  in 
new  coal-hauling  hopper  cars  and  right- 
of-way  improvements. 

Now  Chessie  is  all  dressed  up  with  not 
enough  coal  to  haul.  Labor  troubles,  en- 
ergy policy  and  severe  weather  have 
pushed  its  coal  tonnage  steadily  down. 
Last  year  Chessie  rail  subsidiaries  car- 
ried 15%  less  freight  than  when  Watkins 


Hays  Watkins  of  Chessie  System 
A  member  of  the  cautious  club. 

took  over,  and  the  recent  coal  strike 
produced  a  $67-million  loss  in  the  first 
quarter  of  1978.  This  can  be  considered  a 
nonrecurring  event  for  a  few  years.  But, 
in  addition,  a  denial  of  coal  rate  increases 
will  cost  Chessie  $13  million  this  year. 

Because  of  such  troubles,  Watkins  has 
spent  the  past  several  weeks  changing 
Chessie's  priorities.  "We're  broadening 
our  vision,"  he  says.  "We  still  want  to 
make  the  railroad  more  profitable,  but 
my  goal  now  is  to  develop  other  oper- 
ations that  would  produce  an  equal 
amount  of  earnings." 

The  move  is  probably  overdue.  Ches- 
sie is  among  the  least  diversified  rail 
holding  companies,  with  only  3%  of  its 
$1  5-billion  revenues  coming  from  non- 


rail  businesses.  "We're  members  of  the 
cautious  movers  society,'  "  says  the 
lanky,  Kentucky-born  Watkins,  who 
plans  to  work  lull  time  now  on  nonrail 
activities — mainly  acquisitions. 

But  railroading  will  still  be  important. 
"We  aren't  going  to  copy  IC  Industries 
or  Northwest  Industries,"  Watkins  says, 
referring  to  holding  companies  that  have 
become  true  conglomerates.  "I  think 
Union  Pacific  has  handled  this  best. 
They  have  a  well-balanced  holding  com- 
pany and  a  fine  railroad." 

Watkins  can  diversify  in  three  ways. 
He  can  develop  Chessie's  own  re- 
sources— 350,000  acres  of  timber,  2  bil- 
lion tons  of  coal  and  some  choice  real 
estate.  He  can  acquire  small  companies 
and  build  gradually.  Or  he  can  go  after 
one  big  deal.  "We  might  even  be  the 
junior  partner,"  he  says.  "Lots  of  good 
mergers  happen  by  chance,  like  General 
Electric  and  Utah  International." 

Meanwhile,  Watkins  still  believes 
coal  is  the  fuel  of  the  future.  And  Ches- 
sie has  the  capacity  to  handle  50%  more 
than  is  being  produced — when  that  day 


Renaissance  Miner 

Plato  Malozemoff,  apart  from  his  many 
talents  (he's  an  accomplished  violinist 
and  speaks  four  languages  fluently),  is 
chairman  and  chief  executive  officer  of 
Newmont  Mining  Corp.,  where  he's 
found  it's  never  too  late  to  learn — even 
for  a  man  named  Plato.  Ten  years  ago  he 
observed  that  once  a  company  found  and 
developed  a  good  mine,  the  business 
could  basically  run  itself.  Now  he  knows 
there's  more  to  it  than  that. 

Take  copper,  currently  46%  of  New- 
mont's  revenues.  The  world  is  awash  in 
the  stuff  because  the  nationalistic  gov- 
ernments of  developing  countries  don't 
dare  lay  off  their  miners  when  supply 
exceeds  demand  and  they  want  to  get 
hold  of  foreign  exchange  funds.  Says  Ma- 
lozemoff sadly:  "Copper  is  a  political  tool 
rather  than  a  commodity  these  days." 

Withal,  Newmont  has  been  doing 
pretty  well.  Last  month  it  announced 
second-quarter  earnings  of  48  cents  a 
share,  up  92%  over  last  year's  depressed 
figures.  But  that's  because  philosopher 
Malozemoff  learned  something  that  most 
of  his  competition  did  not  quite  grasp: 
that  if  you  are  in  copper  you  need  a 
balance  wheel.  Newmont's  earnings  im- 
provement came  from  its  gold,  uranium, 
oil  and  gas.  as  well  as  copper.  Coal  is 
another  diversification,  but  a  painful 
subject;  the  second  quarter  barely  made 
up  for  a  disastrous  first  quarter  in  which. 


because  of  the  coal  strike,  Newmont  lost 
$18.6  million  from  its  investment  in  Pea- 
body  Coal  Co.  Newmont,  of  course, 
bought  27%  of  Peabody  Holding  Co. 
which  was  set  up  to  acquire  Peabody 
Coal,  when  competitor  Kennecott  was 
forced  by  the  government  to  divest  the 
nation's  largest  coal  producer.  Since  the 
divestiture  was  forced,  it  was  widely  as- 
sumed in  the  mining  industry  that  Pea- 
body would  be  a  great  bargain.  Thus  it 
was  somewhat  ironic  when  the  winning 
bidders  temporarily  became  losers.  The 
coal  strike  aside,  Peabody  brought  with 
it  contracts  with  utilities  that  do  not  ade- 


Plato  Malozemoff  of  Neumont  Mining 
Diversified  company,  diversified  life. 

quately  provide  against  inflation  and  de- 
clining productivity.  Renegotiations  and 
new  contracts  should  bring  its  margins  in 
line  with  the  rest  of  the  coal  industry, 
and  Malozemoff  expects  great  things 
from  Peabody.  But  even  with  the  strike 
over,  it  contributed  only  $1.5  million  in 
earnings  in  the  second  quarter. 

Born  in  St.  Petersburg,  Russia,  in 
1909,  Malozemoff's  name  was  inspired 
by  the  peasant  philosopher  in  Tolstoy's 
War  and  Peace.  "My  parents  first 
thought  of  naming  me  after  Leo  Tolstoy 
himself,"  he  says,  "but  I  didn't  resemble 
a  lion."  As  a  young  man  he  almost  ac- 
cepted an  offer  to  join  the  Seattle  Sym- 
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phony  Orchestra  as  a  concert  violinist 
but  decided  he  would  do  better  as  a 
mining  engineer.  All  of  which  proves 
that  knowing  your  own  limitations  is  the 
very  foundation  of  wisdom.  ■ 


Bedding  Sores 

Theodore  Greeff,  68,  abruptly  found 
himself  elected  chairman  and  chief  ex- 
ecutive of  troubled  mattress-maker  Sim- 
mons Co.  last  June,  after  the  board, 
finally  losing  patience,  took  the  resigna- 
tion of  Grant  G.  Simmons  Jr.,  the  last 
Simmons  .in  active  management.  "I  don't 


Indeed,  earnings  peaked  way  back  in 
1973,  and  every  year  since  have  been 
down.  Quality  problems  with  the  Beau- 
tyrest  mattress  line  have  caused  retail 
stores  to  avoid  it  in  droves.  And  though 
$468-million  (sales)  Simmons  diversified 
long  ago,  reducing  bedding  to  36%  of 
domestic  sales,  profits  from  the  other 
divisions  couldn't  make  up  the  shortfall. 
In  only  one  of  the  last  seven  quarters  was 
there  enough  profit  to  cover  the  quarter- 
ly dividend,  and  that  one  included  an 
extraordinary  gain. 

By  contrast,  Greeff  Fabrics,  which 
makes  curtains,  wallpaper  and  other  wall 
coverings,  and  was  founded  45  years  ago 
by  Greeff  himself,  has  been  a  profitable 
part  of  Simmons  for  11  years.  So  the 
directors  think  he's  the  man  to  turn 
around  the  company  as  a  whole.  "Lots  of 
changes  have  already  been  made," 
drawls  Greeff,  "the  product  has  been 
changed  and  we  have  all  new  marketing 
people.  Now  it's  a  matter  of  getting  the 
stores  back.  They've  got  long  memo- 
ries." So  do  shareholders;  Simmons  now 
sells  for  about  $13  a  share  compared  with 
a  peak  of  41%  in  1972.  ■ 

Last  Laugh 

Nine  years  ago,  Gascon-born  Daniel 
Raufast's  $1.2-million  children's  shoe 
company  in  France  was  headed  for  bank- 
ruptcy. "Our  shoes  were  selling  like  con- 
fetti in  a  graveyard,"  he  says.  "They 


were  outdated;  you  could  wear  them  to 
church  and  that  was  all."  But  then  Rau- 
fast  hit  on  a  way  to  ride  the  leisure  wave. 
Dusting  off  an  old  catalog,  he  found  an 
18-year-old  boot  model,  changed  it  to 
rough,  unpolished  leather,  dyed  it  differ- 
ent colors  and  printed  the  name  on  the 
outside,  like  Levis.  "The  name  had  to  be 
American,  and  have  a  sports  sound." 
Raufast  says.  He  searched  the  dictionary 
and  came  up  with  the  name  "Kickers." 

Kickers  kicked  off  a  bonanza  for  Rau- 
fast. Sales  exploded  to  $7. 1  million  in 
1971,  $20.2  million  in  1973  and  $68  mil- 
lion this  year.  Raufast  met  the  booming 
demand  by  selling  licenses  in  highly  pro- 
tectionist countries  (Japan,  Iran,  Argen- 
tina) and  by  subcontracting  in  such  low- 
wage  countries  as  Spain.  (His  company 
itself  made  only  about  5%  of  the  4.5 
million  pairs  of  Kickers  sold  worldwide 
in  1977.) 

"I  may  soon  be  selling  a  license  in  the 
U.S.,"  says  Raufast,  brushing  aside  the 
failure  of  his  previous  attempt  to  sell 
here  in  1972-73.  But  he  doesn't  brush 
aside  the  fact  that  his  gravy  train  won't 
last  forever.  "The  day  kids  find  some- 
thing they  like  better,  we  arc  finished," 
he  says.  So  he  is  diversifying  into  Kickers 
clothing,  and  opening  or  franchising  all- 
Kickers  shops.  A  manufacturer  at  heart, 
Raufast  does  allow  himself  the  indul- 
gence of  a  small  factory  in  Cannes  "so  I 
can  work  through  the  holidays.  Gets  me 
out  of  lying  on  the  beach."  ■ 


Theodore  Greeff  of  Simmons 
Just  not  enough  money. 

know  why  they  picked  me,"  Greeff  says 
crustily,  in  a  voice  that  is  almost  a  dead 
ringer  for  W.C.  Fields'.  "Now,  I  can 
guess  why,  but  it's  immodest  to  say." 

The  guess  is  easy.  Simmons  desper- 
ately needs  something — or  someone — to 
shake  it  awake.  Last  month  it  reported 
lower  quarterly  earnings  once  again, 
down  21%  this  time,  and  Greeff  drew 
the  honor  of  announcing  a  passed  divi- 
dend. "The  profit  decline  wasn't  so  bad 
in  this  particular  quarter,  but  we  just 
didn't  have  enough  money  to  pay  the 
dividend  this  time  around,"  he  told  the 
press  plainly  enough. 


Daniel  Raufast  of  Kickers 


Kicking  off  a  bonanza  in  boots. 
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Behind  The  Figures 


No  More  Show  Biz?  

No  longer  is  General  Instrument  Corp. 
going  to  be  run  by  the  seat  of  its  chair- 
man's pants.  At  least  not  if  new  Chair- 
man Frank  G.  Hickey  gets  his  way.  For 
years  the  $500-million  New  York-based 
diversified  electronics  manufacturer  was 
run  by  the  freewheeling,  intuitive  Moses 
Shapiro.  Its  sales  and  profits  were  highly 
cyclical,  attributable  in  part  to  the  com- 
pany's heavy  dependence  on  supplying 
components  to  the  recession-sensitive 
television  market. 

Unlike  his  predecessor,  Hickey,  51,  is 
a  numbers  man  determined  to  set  the 
company  on  a  stable  course.  His  big 
push  since  he  took  over  in  1975  has 
been  toward  manufacturing  betting 
equipment,  which  now  produces  40%  of 
profits.  Through  its  1967  purchase  of 
American  Totalisator  Corp.,  GI  has  be- 
come the  world's  largest  wagering 
equipment  maker. 

Hickey  also  has  begun  dismantling 
some  cash-draining  divisions- — eight  in 
the  last  year  alone.  He  is  beginning  to 
get  results:  profits  up  47%  last  year  to 
over  $24  million,  up  again  in  this  year's 
first  quarter  by  33%.  Debt  was  reduced 
by  30%  last  year. 

In  addition  to  wagering  equipment, 
Hickey  sees  both  cable  television  and 
telecommunications  as  growth  areas. 
Says  he:  "I  can't  say  we  look  forward  to  a 
recession  to  test  our  strategies,  but  nei- 
ther do  we  dread  a  downturn."  ■ 


General  Instrument  Corp.'s  Hickey 


A  reverence  for  the  numbers. 


National  Medical's  C.L.  Hampers 


Diagnosing  a  big  market. 


Doctors'  Orders 

"Academicians  and  doctors  in  general 
are  paranoid  about  lawyers  and  busi- 
nessmen," says  Dr.  Constantine  L. 
Hampers,  formerly  of  Harvard  Medical 
School,  now  chairman  of  National 
Medical  Care,  Inc.  But  entrepreneur 
Hampers  and  his  partners,  Drs.  Ed- 
ward B.  Hager  and  Eugene  Schupak, 
knew  so  much  about  kidneys  that  their 
expertise  kept  them  in  the  driver's  seat 
until  they  had  learned  about  business 
and  law.  "It  was  our  credentials," 
Hamper  says,   "that  opened  the  door." 

The  idea,  in  1968,  was  to  make  dialy- 
sis— the  cleansing  of  the  blood  through 
an  artificial  kidney — available  to  greater 
numbers  of  patients  by  setting  up  a 
chain  of  large  specialized  clinics.  Invest- 
ment bank  McNeish,  DeLorey  (former- 
ly known  as  Breck,  McNeish,  Nagel  & 
DeLorey)  raised  the  first  $1.5  million. 
For  this,  the  doctors  gave  12%  of  their 
equity.  Later,  four  insurance  companies 
furnished  $7.1  million — $3.3  million  for 
33%  of  an  expanded  equity  and  the  rest 
debt  at  an  interest  rate  of  9.5%. 

When  the  company  went  public  in 
1971,  its  sales  were  $9  million,  profits 
nil.  But  in  1972  the  federal  government 
announced  it  would  subsidize  up  to 
80%  of  dialysis  costs  through  Medicare, 


and  NMC  overnight  became  something 
of  a  government-sponsored,  privately 
owned  monopoly.  Sales  will  be  about 
$160  million  this  year,  on  which  NMC 
will  net  about  $15  million.  The  com- 
pany has  diversified  into  psychiatric 
hospitals  and  clinics,  and  is  thinking  of 
obesity  control.  The  original  backers' 
$1.5-million  stake  is  now  valued  at  over 
$32  million.  ■ 


You're  On 

Kraft,  Inc.  is  one  of  the  world's  largest 
food  companies  and  is  doing  well  nearly 
everywhere  but  the  U.K.  There,  at  a 
time  when  supermarket  chains  are  en- 
gaged in  a  savage  price  war,  the  govern- 
ment is  keeping  the  farmers'  price  of 
milk,  a  major  Kraft  raw  material,  at  artifi- 
cially high  levels,  and  Britain's  entry  into 
the  Common  Market  has  brought  new 
competition  from  French  food  compa- 
nies. The  result  is  that  Kraft's  $200-mil- 
lion  British  operation  has  lost  money 
three  years  in  a  row. 

Since  the  British  subsidiary  was  obvi- 
ously not  coping  with  problems  of  such 
magnitude,  last  winter  Kraft  sent  in  trou- 
bleshooter  James  F.  Scull,  a  45-year-old 
former  Kraft  vice  president  for  human 
resources.  For  five  months  Scull  took  aim, 
and  last  month  he  fired.  In  one  shot,  Scull 
placed  all  of  Kraft-U.K.'s  food,  chemicals 
and  specialist  industrial  products  under 
one  organizational  roof;  reshuffled  man- 
agement along  product  lines  while  setting 


Five  months  to  take  aim. 
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EVEN  IF  YOUR  PENSION  FUND 
HAD  A  GOOD  YEAR, 

TELL  IT  TO 

THE  MARINE 


As  good  as  our  performance  is, 
Marine  Midland  doesn't  believe  that 
performance  is  the  only  way  to  judge 
management.  We  believe  there  are 
other  important  issues  to  consider 
in  addition. 

That's  why  you  should  ask  your- 
self these  questions— even  if  your 
pension  fund  had  a  good  year. 

Does  the  performance  run  hot  and 
cold  as  the  market  runs  hot  and  cold? 

Will  the  investment  philosophy 
that  worked  in  the  past  be  flexible 
enough  to  work  tomorrow? 

Do  you  feel  comfortable  with  the 
long-term  goals  set  up  for  you? 

Understanding  this  total  picture 
is  the  way  we  approach  pension  funds. 
And  it's  paid  off. 

Marine  Midland  had  the  highest 
rate  of  return  on  a  5-year  basis  for 


collective  equity  funds  among  the 
largest  25  U.S.  bank  trust  departments.1 

We  also  ranked  first  in  1-year 
performance.  And  number  seven  in  the 
3-year  category.  (All  periods 
ending  12/31/77.  )2 

In  fact,  Marine  Midland  is  one  of 
the  few  major  investment  managers 
whose  collective  equity  fund  has  beaten 
the  Standard  &  Poor's  average  over 
the  last  5  years. 

If  you  want  the  kind  of  performance 
that  goes  deeper  than  just  a  good 
rate  of  return,  tell  it  to  the  Marine. 
Contact  Judith  M.  Trepanowski, 
Marine  Midland  Bank, 
250  Park  Avenue,  N.Y.,  N.Y.  10017, 
telephone  (212)  949-6649. 

'7h/.s7  Asm-is  of  Insured  Commercial  Hanks,  Joint 
Publication  of  Comptroller  of  the  Currency,  FDIC,  and 
Federal  Reserve  Hoard,  latest  issue. 

-Pensions  and  Investments'  Performance  Evaluation 
Report  (P.I.P.K.R. I  -Comparative  Data  through  12/.'31/1977. 
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Buffalo,  New  York  City,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  Frankfurt,  Hong  KonK.  Jakarta,  London,  Madrid,  Manila, 
Mexico  City.  Nassau,  Panama,  Paris,  Rio  tie  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran.  Tokyo,  Toronto. 


These  are  the  lands  of 
English-speaking  decision-makers. 


McCann-Erickson  recently  completed  and  published 
a  survey  conducted  by  the  Middle  Eastern  Marketing 
Research  Bureau.  The  objective:  To  discover  the 
media  habits  of  key  decision-makers  in  the  major 
commercial  markets  of  the  Middle  East .  Top  decision- 
makers were  interviewed  in  government,  trade  and 
industry,  and  finance.  Newsweek  International  was 
one  of  the  original  sponsors. 


The  result:  The  language  of  these  Middle  Eastern 
decision-makers  is  English.  Spoken  by  92%,  English 
is  read  by  9  out  of  10.  Over  96%  are  magazine 
readers.  And  one-half  of  those  surveyed  reported 
direct  involvement  in  business  expenditures  within 
the  past  year. 


Reach  them  cost-efficiently  with 
Newsweek  International. 


Middle  East  Magazine  Market  Coverage 


Rank 


Magazine 


Percent 
Coverage 


Cost-Per- 
Thousand 


Newsweek  15.2  $  680.85 
International 

Time  18.2  $  877.78 

Alam  Attijarat  10.7  $  890.70 

International  10.5  $  921.38 
Management 

The  Economist  10.2  $1,196.47 

BusinessWeek  7.6  $1,452.85 

Near  East  4.1  $1,497.66 
Business 

The  Middle  East  7.0  $1,574.07 


2. 
3. 
4. 

5. 
6. 
7. 

8. 


ecision-Maker  Population:  15,511 

ource:  McCann-Erickson  Middle  East  Media  Study,  1977. 


The  table  summarizes  the  coverage  of  these  decision- 
makers by  the  major  magazines  read  in  the  Middle 
East.  Efficiencies  are  based  upon  each  magazine's 
1978  black  &  white  page  rate  for  the  edition  covering 
the  Middle  East.  You  can  cost-efficiently  reach  the 
top  decision -makers  in  the  Middle  East  the  way  it 
has  been  done  for  32  years.  Through  Newsweek 
International. 

When  you  need  to  reach  them  in  all  the  important 
markets  in  the  Middle  East,  let  a  Newsweek 
International  representative  help  you  with  your 
communication  plans.  It's  a  market  with  enormous 
spending  power.  And  we  know  it.  We  speak  their 
language. 

For  more  on  the  McCann-Erickson  Middle  East 
Media  Study,  or  other  Newsweek  International 
marketing  studies,  write  or  call  Frank  Tortorello, 
U.  S.  Advertising  Director,  Newsweek  International, 
444  Madison  Avenue,  New  York,  New  York  10022. 
Phone  (212)  350-2556. 


Newsweek  International 


REPORTING  THE  WORLD  TO  EUROPE,  THE  MIDDLE  EAST,  AFRICA,  ASIA  AND  THE  SOUTH  PACIFIC 


Faces  Behind  The  Figures 


Antonio  Rodolfo  Sanchez  Jr. 


He'll  stand  on  his  father's  shoulders. 

up  a  single  retail  marketing  division;  sepa- 
rated out  a  private-label  division;  brought 
in  an  expert  from  Kellogg  to  handle  all 
physical  distribution;  brought  in  another 
outsider  from  the  Mars  candy  company  as 
national  sales  manager;  and  increased 
advertising  spending  by  over  50%.  "We 
need  to  iron  out  a  number  of  anomalies  and 
duplications  that  have  arisen  over  the 
years,"  observes  Scull. 

Whether  any  of  this  will  work  is  any- 
body's guess,  but  Scull's  timing  may  be 
lucky.  With  U.K.  wage  hikes  running 
well  ahead  of  prices  in  recent  months, 
consumer  spending  should  rise,  and  food 
should  be  an  early  beneficiary.  Accord- 
ingly, Scull  plans  to  draw  on  the  parent 
company  to  help  broaden  the  still  narrow 
U.K.  food  line.  And  success  in  this  small- 
ish operation  is  more  important  to  Scull 
than  it  might  appear:  Until  1973,  Kraft- 
U.K.  was  headed  by  Arthur  W.  Woelfle, 
president  and  heir  apparent  to  longtime 
Kraft  CEO  William  O.  Beers,  64.  ■ 

On  Their  Way  

Joseph  Kennedy  did  it  for  Irish-Ameri- 
cans. A. P.  Giannini  did  it  for  Italian- 
Americans.  No  one  knows  who  will  dem- 
onstrate to  Mexican-Americans  that  the 
glittering  prizes  are  not  beyond  their 
reach,  but  perhaps  the  leading  candi- 
dates are  Antonio  Rodolfo  Sanchez  Sr., 
and  his  son,  Antonio  Jr.,  of  Laredo,  Tex. 
The  Sanchezes  owri  two-thirds  of  San- 
chez-O'Brien Minerals  Corp.,  which  hit 
it  big  in  the  South  Laredo  gas  field  in 
1974  and  now  takes  in  revenues  of  $16 
million  in  a  good  year.  More  important, 
like  Kennedy  and  Giannini,  they  are  not 


taking  the  money  and  running;  they  are 
investing  it  aggressively. 

The  Sanchezes  are  now  the  largest 
shareholders  in  Laredo's  $102-million 
(assets)  International  Bank  of  Com- 
merce, which  they  hope  will  soon  sur- 
pass the  town's  number-two  bank,  the 
Union  National  (assets:  $111  million). 
Four  years  ago,  along  with  three  others, 
they  also  helped  found  Tesoro  Savings 
and  Loan,  which,  with  $22  million  in 
assets,  is  pushing  the  $34  million  of  the 
top  Laredo  savings  and  loan  association. 

Like  other  successful  "ethnics,"  the 
Sanchezes  use  their  background  to  busi- 
ness advantage.  At  Tesoro,  for  example, 


they  seem  to  have  opened  a  new  market 
for  home  mortgages.  Says  Tesoro  Presi- 
dent Ed  Balderrama:  "I  tell  my  board 
that  in  people  of  Mexican  ancestry  there 
is  pride  when  it  comes  to  a  home.  They'll 
eat  beans  and  rice  instead  of  steak  so 
they  can  make  their  house  payments." 
Tesoro's  loan-delinquency  rate,  in  fact,  is 
under  1%. 

Part  of  the  Sanchezes'  more  than  $10 
million  in  investments  is  slated  to  fulfill 
"our  obligation  to  improve  the  public 
image  of  the  Mexican-American.  "  To  this 
end — and  obviously  also  to  improve 
their  own  political  clout — the  Sanchezes 
have  poured  $1.2  million  into  establish- 
ing a  new  newspaper  in  Laredo.  They 
also  plan  to  invest  even  more  in  a  new 
TV  station  in  nearby  McAllen. 

The  TV  investment  must  wait  because 
the  glut  of  natural  gas  in  Texas  has  cur- 
tailed sales  of  Sanchez-O'Brien's  high- 
priced  product.  The  company's  revenues 
this  year  will  therefore  be  only  about  $8 
million,  and  there  is  debt  of  over  $10 
million  to  be  serviced.  If,  as  the  San- 
chezes hope,  a  federal  bill  passes  that 
will  allow  intrastate  gas  to  flow  to  the 
interstate  market,  they  plan  to  bring  out 
a  drilling  fund  involving  many  outside 
investors.  The  capital  raised  would  go  to 
develop  leases  in  the  Rocky  Mountains, 
California  and  Texas.  In  other  words,  the 
Sanchezes  envision  the  creation  of  a  very 
big  company. 

Will  Tony  Sr.  or  maybe  Tony  Jr.  be- 
come known  as  the  founder  of  the  first 
Mexican -American  dynasty,  as  a  Latin 
Joe  Kennedy?  It's  too  early  yet  for  lumi- 
nous predictions. 

But  keep  an  eye  on  them.  ■ 


mm 


Antonio  Rodolfo  Sanchez  Sr 


If  the  Irish  and  Italians  can  do  it,  why  not  Mexican-Americans? 
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Own  your  own  piece  of  the  Rockies! 


Five  years  ago  the  publishers  of  Forbes  Magazine  began 
offering  for  sale  a  portion  of  their  260-square-mile  Trinchera 
Ranch  in  five  acre  minimum  sections  called  Sangre  de  Cristo 
Ranches.  More  than  95%  of  that  land  has  been  purchased 
o  date.  Sangre's  success  exceeds  all  expectations. 
Fifteen  miles  northeast  of  that  area,  deep  in  the  heart  of 
"orbes  Trinchera  country,  is  a  spectacular  alpine  valley  of 
msurpassing  beauty.  This  hidden  mountain  valley  was  once 
he  hunting  ground  of  Indians  and  later  conquered  by 
Conquistadores.  It  remains  today  almost  as  it  was  when 
nan  first  saw  it. 
We've  named  it  Forbes  Park. 

jAnd  now  Forbes  Inc.,  through  its  subsidiary  Sangre  de  Cristo 
Ranches  Inc.,  is  inviting  people  who  have  a  special  appreci- 
tion  for  the  beauty  of  nature  and  who  want  more  out  of  life, 
o  acquire  a  homesite  in  this  unspoiled  mountain  valley. 


Dbtain  the  HUD  property  report  from  developer  and  read  it 
jefore  signing  anything.  HUD  neither  approves  the  merits 
)f  the  offering  nor  the  value,  if  any,  of  the  property. 


Cash  prices  range  from  $3,500  to  $12,000.  Easy  credit  terms 
are  available. 

Forbes  Park  is  a  completely  private  area  surrounded  by  the 
San  Isabel  National  Forest  and  the  rangelands  of  the 
Trinchera  Ranch.  It  is  accessible  year-round  through  a  main 
gate  restricting  entrance  to  owners  and  their  guests.  Hunting 
is  not  permitted  here,  but  many  sports  including  fishing, 
cross-country  skiing,  boating,  swimming,  horseback  riding, 
tennis  and  mountain  climbing  will  be  available  in  the 
recreational  areas  of  the  vast  common  acreage. 

Starting  immediately,  you  may  purchase  one  or  more  acres 
for  a  mountain  homesite  where  you  will  share  with  your 
neighbors  the  exclusive  use  of  over  5,000  acres  of  common 
lands,  including  ponds,  streams,  woods,  meadows  and  other 
recreational  areas  set  aside  for  the  enjoyment  of  Forbes  Park 
land  owners  for  all  time. 

For  complete  information,  including  pictures,  maps,  and  full 
details  on  our  liberal  money-back  and  exchange  privileges, 
without  obligation,  please  fill  in  the  coupon  or  card  and  mail 
to:  Forbes  Park,  Box  303,  Fort  Garland,  Colorado  81133. 


itation  in  those  slates  where  the  property  is  not  registered 

EORSES^ 

PARK 

Development  of 
Sangre  de  Cristo  Ranches  Inc. 
Box  303,  Fort  Garland,  Colorado  81133 

Obtain  the  New  Jersey  Public  Report  and  Broker's  Release  Irom  the 
developer  or  New  Jersey  broker  and  read  it  before  signing  anything. 


-78-205   AD15618(a)    MI-77-361  0, 


G078 


Name. 


Address. 
City  


.State. 


Zip. 


Telephone 


Preferences:  □  $3,500    □  $5,000    □  Higher 

A  statement  and  offering  statement  has  been  filed  with  the  Secretary 
of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  ap- 
proval of  the  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary 
of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon 
the  merits  of  such  offering.  A  copy  of  the  offering  statement  is  avail- 
able, upon  request,  from  Sangre  de  Cristo  Ranches  Inc.  NYA77-432 


DINERS, 
INTERNATIONAL 


©  1978,  The  Diners'  Club,  Inc 


It's  like  no  two  cards  you've  ever  seen! 

The  NEW  Diners  gives  you  two  cards  to  use  any  way  you  want. 
For  the  first  time  a  credit  card  system  that  can  automatically  separa 
as  well  as  document  business  and  personal  charges  in  one 
convenient  statement.  If  you  use  one  card  for  business,  you  can 
include  your  business  or  professional  title  and  company  name  on  it 
an  exclusive  Diners  feature.  You  can  choose  the  second  card  for 
personal  charges  or  issue  it  to  your  spouse  or  other  family  member. 


I  benefit! 

I- famous  travelers 
les  free  of  charge. 

Hners  Club  members 
lurchase  Thomas  Cook 
jers  Cheques  at  any 
las  Cook  office  in  the 
Ir  Canada  free  of  ser- 
[harge. 

it  means  savings— 
|$1  on  each  $100  in 
[ers  cheques.  Another 
I  service— with  your 

Card  as  a  reference, 
lay  write  a  personal 
(maximum  $750  every 
rs)  for  the  purchase  of 
las  Cook  Travelers 
rues. 

benefit!  $30,000 
i\  accident  insur- 
at  no  extra  cost. 

re  your  flight  tickets  on 
)iners  Card  and  you'll 
ltomatically  covered  by 
accident  insurance. 
Iditional  $370,000*  in 
bnce  coverage  (a  por- 
if  which  includes  round 
|  ock  coverage  even  in 
il  cars)  is  available  at 
p  rates. 

1  ial  Benefit  for 
I  Members!  You  tell 
hen  to  send  the  bill! 

inew  member,  you  can 


choose  when  you  get  your 
bill.  We  divide  the  month 
into  three  10-day  periods. 
Pick  the  one  that's  most 
convenient  for  you— and 
that's  when  we'll  bill  you. 

The  NEW  Diners  offers 
cash  when  you  need  it. 

In  the  U.S.  or  Canada,  you 
can  cash  personal  checks 
for  up  to  $250  at  participat- 
ing hotels  where  you're  a 
registered  guest. 

And  at  87  Diners  Club 
offices  in  major  cities  abroad 
you  can  easily  obtain  an 
immediate  $100  emergency 
cash  advance. 

The  NEW  Diners  does 
more  for  you  worldwide. 

DOUBLECARD  is  included 
in  the  regular  $30  fee.  And 
so  are  all  the  important 
services  which  have  made 
Diners  Club  famous  all 
around  the  world.  These 
include  a  number  of  benefits 
for  which  some  other  cards 
make  you  pay  extra- 
travelers  cheques,  currency 
conversion  and  $30,000 
travel  accident  insurance. 

As  a  Diners  Club  member, 
you  get  an  immediate  wel- 
come at  over  400,000  estab- 
lishments. Hotels.  Motels. 


Resorts.  Airlines.  Auto  rental 
agencies.  The  best  shops 
and  boutiques.  Great 
restaurants  and  nightclubs. 

The  favorite  card 
of  experienced  world 
travelers. 

Compare  these  features  with 
those  of  any  other  credit 
card  in  the  world  and  you'll 
see  why  the  NEW  Diners  is 
so  highly  valued  by  people 
who  travel  and  entertain. 

If  you  now  belong  to 
Diners'  Club,  you  will 
receive  information  about 
your  DOUBLECARD,  and 
other  new  benefits  before 
your  present  card  expires. 
Meanwhile,  your  current 
card  is  as  good  as  ever. 

To  apply  for  the  Diners 
DOUBLECARD  call  toll-free 
1-800-525-7000.  (In  Colorado 
call  collect  303-770-7252.) 


THE  NEW  DINERS 

Suddenly,  it's  the  obvious  choke. 


NOTE  The  package  of  benefits  descnbed  is  presently 
available  only  to  personal  accounts  with  U  S  billing 
addresses  "Not  in  N  C  ,  S  C  MS 


When  E.E  Hutton  talks,  people  listen. 


Money  And  Investments 


The  Economy 


Memo  To  Congress: 
Don't  Stall  On  That  Tax  Cut 


Doomsayers  notwithstanding,  the  U.S.  is  not  heading  into 
a  recession.  The  balance  is  a  delicate  one,  however,  and  we 
could  be  tipped  into  trouble  if  Congress  doesn't  do  something 
about  taxes.  Cutting  them,  that  is.  Whether  we  can  afford  a  tax 
cut  or  not,  we  certainly  need  one.  That's  why  it  is  rather 
alarming  to  hear  some  congressmen  say  that  we  can't  afford  to 
cut  taxes  with  a  deficit  like 

the  one  we  now  have.  „  

There  will  be  a  $15-bil- 
lion-to-$20-billion  tax  cut  on 
Jan.  1,  but  even  so,  the  bud- 
get deficit  for  the  year  be- 
ginning this  October  will  be 
smaller  than  for  the  current 
year.  That's  happened  in 
large  part  because  of  a  big 
scheduled  increase  in  Social 
Security  taxes  and  to  the 
way  in  which  inflation 
pushes  up  the  take  from  the 
progressive  personal  in- 
come tax.  In  other  words, 
while  tax  rates  are  being 
cut,  the  total  tax  take  is 
hardly  cut  at  all. 

The  deficit?  It  looks  like 
$50  billion  for  fiscal  1978 
rather  than  the  $62  billion 
the  government  was  once 
predicting.  For  1979  it  looks 


Shrinking  Deficits 

Once  President  Carter  was  threatening  vetoes  to  hold 
the  1979  budget  deficit  to  $60  billion,  about  the  same 
as  this  year.  Now  look  at  it  several  reestimates  later. 


1978  EST. 


1979  EST. 


-50 


JANUARY 


MARCH 


CURRENT 
(OFFICE  OF 


MANAGEMENT  AND 
BUDGET  ESTIMATE) 


-60 


I CURRENT 


■  (CONGRESSIONAL  . 

BUDGET  OFFICE  

ESTIMATE)  


-65-  (BILLIONS  OF  DOLLARS) 


more  like  $42  billion  to  $44  billion  than  the  once-predicted  $60 
billion.  These  are  sizable  deficits,  but  they  have  not  generated 
any  runaway  boom.  From  that,  one  can  safely  conclude  that  we 
needed  deficits  of  that  size  to  keep  out  of  recession. 

To  repeat:  The  economy  is  in  a  delicate  balance.  On  the 
one  hand,  exports  are  slowly  turning  around,  and  state  and 

local  spending  is  mounting 
again  (Proposition  13  not- 
withstanding). But  consum- 
er spending  is  sluggish  and 
capital  spending  disap- 
pointing, and  the  best 
thinking  among  economists 
is  that  without  an  addition- 
al boost  from  tax  cuts,  the 
dip  in  consumer  spending 
could  outbalance  the  var- 
ious other  gains  and  pro- 
duce a  recession. 

There  may  be  some  peo- 
ple who  would  accept  a  re- 
cession if  it  would  reduce  the 
federal  deficit  and  slow  infla- 
tion; but  they  are  in  a  minor- 
ity. Under  the  circum- 
stances, another  modest  cut 
in  taxes,  rather  than  a  Propo- 
sition 13  or  Kemp-Roth, 
would  seem  to  make  emi- 
nent sense.     — John  Berry 


BUDGET  DEFICIT 


. . .  But  Don't  Forget 
About  Economy, 

Either 


The  need  to  cut  taxes  (see  above)  to  stave  off  recession  merely 
underlines  the  necessity  of  keeping  government  spending 
under  control.  When  you  have  a  chronically  unbalanced  bud- 
get— as  we  do — lower  taxes  mean  a  bigger  deficit.  That  seems 
unavoidable  in  the  short  run  but  in  the  long  run  everything 
possible  should  be  done  to  bring  those  deficits  under  control.  A 
huge  deficit  is  clearly  inflationary,  and  it  makes  no  sense 
simply  to  substitute  one  problem — inflation — for  another — 
recession. 

For  one  thing,  a  huge  deficit  puts  the  Treasury  into  the  debt 
markets  where  it  competes  with  private  business  for  capital. 
That's  bad  news  for  housing  and  for  capital  spending.  It's  self- 
defeating  to  take  money  out  of  the  private  sector  in  order  to 
create  demand  in  the  public  sector.  Where's  the  net  gain  for 


the  economy  by  robbing  Peter  to  pay  Paul? 

Moreover,  there  is  the  psychological  effect  of  big  deficits. 
They  have  become — rightly  so — associated  in  people's  minds 
with  inflation.  And  in  this  day  and  age  psychology  is  as 
important  as  monetary  and  fiscal  policy  in  influencing  demand 
and  prices. 

Certainly,  the  economy  needs  lower  taxes.  But  it  also  needs 
restraint  on  government  spending.  This — as  Forbes  points  out 
on  page  3.5 — is  the  big  flaw  in  things  like  Proposition  13  and  the 
Kemp-Roth  bill.  Putting  a  ceiling  on  taxes  doesn't  necessarily 
set  a  ceiling  on  spending.  Political  actions  of  this  sort,  no 
matter  how  satisfying,  simply  encourage  people  to  think  of 
taxes  and  spending  as  two  separate  functions  when,  in  fact, 
they  are  intimately  connected.  — Ben  Weberman 
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Cut- Rate 
Mortgage  Money 

By  Ben  Weberman 

".  .  .  Don't  be  bashful.  Walk  into  your 
friendly  lender's  office  and  ask  the 
mortgage  expert  about  such  loans  .  . 


^^all  it  brilliant  use  of  statutory  au- 
thority, innovative.  Or  call  it  what  it 
really  is:  use  of  tax-exempt  industrial 
revenue  bonds  to  benefit  individuals. 
Home  mortgage  money  is  available  at 
7%%  to  8¥i%  currently  to  some  individ- 
uals while  others  pay  10%  or  more. 

The  E.F.  Hutton  Public  Finance 
Group  has  just  raised  $100  million  in  the 
tax-exempt  market,  through  the  good  of- 
fices (but  not  the  credit)  of  Chicago,  to 
provide  money  to  the  First  Federal  Sav- 
ings &  Loan  Association  of  Chicago  for 
originating  and  servicing  single-family 
and  two-  to  six-family  residences. 

Because  the  bond  offering  qualifies  as 
a  moral  obligation  of  Chicago,  the  inter- 
est has  tax-exempt  status.  The  net  inter- 
est cost  of  6.99%  for  the  S100  million  is 
well  below  what  First  Federal  would 
have  had  to  pay  for  deposits  or  capital 
raised  in  the  market  under  its  own  name. 

In  turn.  First  Federal  agrees  to  make 
the  money  available  to  home  buyers  with- 
in Chicago  at  an  interest  charge  of  7.99%. 
First  Federal  has  committed  to  use  all  the 
proceeds  to  make  29-year  mortgage  loans 
prior  to  July  1,  1979  to  home  buyers  of 
"low  or  medium  income"  with  annual 
family  income  of  $40,000  or  less.  Mort- 
gages can  be  as  large  as  $85, 000  on  a  single- 
family  residence  and  can  be  for  as  much  as 
95%  of  the  value  of  the  house. 

If  you  are  considering  buying  these 
bonds,  remember  this:  They  are  not, 
repeat  not,  full-faith-and-credit  bonds. 
First  Federal  has  agreed  to  arrange  for 
insurance  for  up  to  10%  loss  of  principal 
from  Mortgage  Guaranty  Insurance 
Corp.  covering  one-  to  four-family  units 
and  from  Commercial  Loan  Insurance 
Corp.  for  five-  and  six-family  units.  This 
emphasizes  that  the  issuers  do  not  stand 
squarely  behind  the  issues. 

At  any  rate,  the  practice  is  spreading. 
Chicago,  as  the  official  issuer,  is  already 
considering  other  bond  proposals.  Other 
underwriters  and  lenders  will  get  money 

Ben  Weberman  is  economics  editor  of  Forbes 

magazine. 
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soon.  They  have  strong  incentive.  First 
Federal  receives  two  points,  or  $2  mil- 
lion, as  an  "up  front  fee"  and  then  is  paid 
to  service  the  mortgages. 

Right  now,  cities  in  only  three  states — 
Arizona,  Colorado  and  Illinois — can  ar- 
range for  this  type  of  issue.  That's  be- 
cause each  of  these  states  has  a  home- 
rule  statute  permitting  cities  to  adopt  a 
single-family  mortgage  revenue  bond 
act.  Financial  institutions  in  these  states 
are  pushing  hard  to  set  up  offerings  along 
the  lines  of  the  Hutton-First  Federal- 
Chicago  deal.  Other  states  are  rushing  to 
get  into  the  act,  too. 

If  you  live  elsewhere,  however,  you 
may  not  have  to  wait  for  home  rule  to  get 
low-cost  mortgage  monev.  Many  states, 
perhaps  28.  already  have  state-spon- 
sored mortgage  finance  agencies.  Some 
make  loans  only  to  low-income  families. 
Others  have  higher  income  standards. 
For  all,  the  interest  rate  charged  to  bor- 
rowers on  the  basis  of  current  market 
conditions  is  low.  Internal  Revenue  Ser- 
vice prohibits  tax-exempt  borrowing  by- 
cities  and  states  for  relending  in  higher 
yielding  taxable  forms.  The  IRS  takes 
away  the  tax-exempt  status  of  interest 
when  arbitrage  is  excessive  by  its  defini- 
tion. That  means  the  lenders  must  keep 
charges  low. 

New  Mexico  Housing  Agency  just  sold 
S61  million  of  single-family  mortgage 
revenue  bonds  through  Smith  Barney 
Harris  Upham  6c  Co.  This  agency 
charges  8%  for  mortgage  loans.  But.  un- 
like Chicago,  it  insists  loans  be  made  to 
certain  less-developed  locations.  Mort- 
gagors are  limited  to  $17,500  of  annual 
income.  Indeed,  10%  of  the  money  must 
be  committed  to  borrowers  earning  no 
more  than  $12,500  a  year.  Wyoming 
Community  Development  is  a  lender  to 
families  with  income  of  up  to  $60,000  for 
single-family  homes,  charging  7%%. 
First  Boston  Corp.  did  that  deal. 

High  income  is  permitted  also  in  New 
Jersey  where  the  Mortgage  Finance 
Agency  borrowed  $52  million.  This 
agency  provides  funds  to  a  variety  of 


lenders  within  the  state  to  make  housing 
loans  at  8lA%.  A  one-family  homebuycr 
can  get  a  $45, (XX)  mortgage. 

In  one  week,  the  Virginia  Housing 
Development  Authority  raised  $75  mil- 
lion for  single-family  mortgage  loans, 
and  Colorado  Housing  Finance  Author- 
ity drew  $75  million  from  the  market. 
Each  agency  has  its  own  rules  covering 
eligibility  for  the  low-cost  money.  In 
some  cases  proceeds  are  distributed  to 
builders  through  lenders.  In  others, 
funds  go  directly  to  individuals  through 
institutions  such  as  banks  and  savings 
and  loan  associations. 

Need  mortgage  money?  Don't  be 
bashful.  Walk  into  y  our  friendly  lender  s 
office  and  ask  the  mortgage  expert  about 
such  loans.  Or  write  the  appropriate 
agency  in  your  state  for  information. 

If  you  are  an  investor,  securities  of 
most  of  these  agencies  represent  good 
value  in  spite  of  the  fact  that  they  are  not 
full  faith  and  credit.  They  carry  high 
yields.  The  Chicago-First  Federal  secu- 
rities return  even  more  than  state-spon- 
sored issues  because  they  are  considered 
less  marketable  and  have  less  geographic 
diversification  of  loans.  The  danger,  of 
course,  is  that  there  are  no  constraints  on 
Chicago's  issuance  of  additional  bonds. 
The  city  could  authorize  numerous  lend- 
ers to  raise  money  .  This  could  create  a 
lowering  of  credit  standards.  But  this  is  a 
danger  for  future  issues. 

Like  most  residential  mortgage  obliga- 
tions, it  is  anticipated  that  some  will  be 
repaid  prior  to  maturity.  The  Chicago 
bond  issue,  therefore,  is  considered  to 
have  an  average  life  of  12  y  ears  As  mort- 
gages are  paid  down,  some  of  the  bonds 
will  be  called  for  early  redemption.  You 
may  -find  that  you  get  your  cash  back 
sooner  than  you  expect. 

Nevertheless,  individual  investors 
seeking  good  yields  ought  to  take  a  look  at 
these  issues.  There's  a  ripoff  of  taxpay  ers 
inv  olved  here  in  the  use  of  tax  exemption 
to  benefit  individual  borrowers.  But,  what 
the  hell,  it  is  sanctioned  by  Congress  and 
the  yield  is  darned  good.  ■ 
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BEECH  MANUFACTURES  AIRFRAMES, 
ASSEMBLIES  ANB  PARTS  FUR  THE  LEADING 
COMMERCIAL  AND  MILITARY  HELICOPTERS. 


People  familiar  with  Beech  usually 
.dentify  us  with  our  Beechcraft  general  aviation 
aircraft -the  Sundowner,  Sierra,  Bonanza, 
aron,  Duke,  Queen  Air  and  King  Air  models 
ased  by  companies  and  individuals  through- 
Dut  the  world. 

Few  people  are  aware  that  the  Bell 
letRanger  III  helicopter  is  also  in  part  a 
Beechcraft  in  that  we  produce  the  fuselage, 
cowling,  tailboom  and  landing  gear  skids 
or  this  commercial  helicopter.  Or  that  Beech 
las  supplied  key  components  for  many  of 
dut  nation's  principal  military  aircraft  pro- 
grams during  the  past  25  years. 

For  McDonnell  Douglas  we're  manu- 
facturing component  assemblies  for  the 

4E  Phantom  and  F-15  bomber.  Past  sub- 
:ontract  programs  have  involved  Lockheed's 
C-141  Star  Lifter  transport,  Republic's  F-105 
Thunderchief  fighter  bomber,  Convair's 

■58  Hustler  supersonic  bomber  and  Bell's 
UH-1D  "Huey"  helicopter,  to  name  a  few. 
These  companies  and  others  rely  on  our 
Droduction  and  technological  skills  to  supply 
:omponents  that  meet  the  strictest  specifica- 
tions with  on-schedule  deliveries  and  com- 
Detitive  pnces. 


Even  though  prime  contracts  have 
become  an  increasingly  important  portion 
of  our  defense/aerospace  sales  (80%  in 
1977  vs.  30%  ten  years  ago),  substantial 
subcontract  activity  has  also  helped  us  become 
one  of  the  Top  100  defense  contractors.  The 
growth  of  all  our  business  segments  enabled 
Beech  Aircraft  to  complete  its  fifth  consecu- 
tive record  year  in  1977.  We  anticipate  another 
record  in  fiscal  1978,  with  sales  in  excess  of 
$500  million  and  proportionate  earnings 
growth.  In  the  first  nine  months,  sales  reac  lied 
$387,211,303  and  net  income  advanced tc 
$25,933,097. 

At  Beech,  we  believe  that  quality  of 
product  will  produce  quality  results  in  sabs 
and  earnings. 


1977 
1976 
1975 
1974 
1973 


Dividends 

Paid          Net  Income  Sales 

25.5 

417.4 

5.4  | 

20  6 

346.9 

4.4  | 

15  6 

267  1 

3.6  J 

12.5 

241.6 

aif 

10.0  | 

204.7                       S  Millions 

9, 


eech  Aircraft  Corporation 

Wichita,  Kansas  67201 


RELIABILITY:  WE  CUUNT 
BEING  COUNTED  UN. 


Money  And  Investments  laffc 


n  you  guess 
sch  one  of  our  funds 


a 

capital  gains  distribution 
eveiy  year  since 


Guardian  Mutual  Fund  has 
Its  shareholders  enjoy  current  income  and 
continuing  potential  for  capital  growth  as 
well  Since  it  was  founded  in  1950,  this  NO 
LOAD  mutual  fund  has  never  missed  a 
quarterly  dividend  payment  or  an  annual 
capital  gains  distribution  We  would  enjoy 
sending  the  history  of  the  Fund  together 
with  a  list  of  its  current  investments  to  you 

NEUBERGER  &  BERMAN  MANAGEMENT 


Name  

Address. 
City. 


NEUBERGER  &  BERMAN  MANAGEMENT 

522  Fifth  Ave  ,  New  York,  N  Y  10036 
Dept.F-G 

Please  send  me  the  Guardian  Mutual 
Fund  prospectus  and  other  material. 


.State 


.Zip. 


Save  time!  Call  toll  free  day  or  night! 
800-323-9111,  operator  41 


A  prospectus  containing  more  complete  information  about 
Guardian  Mutual  Fund,  including  all  charges  and  expenses 
will  be  sent  upon  request  or  receipt  of  the  coupon  Read  it 
carefully  before  you  invest  Send  no  money. 


Common  Stock 
Dividend 

The  Board  of  Directors  of 
Central  and  South  West 
Corporation  on  July  20, 1978. 
declared  a  regular  quarterly 
dividend  of  thirty-three  and 
one-half  cents  (33V2C)  per  share 
on  the  Corporation's  Common 
Stock.  This  dividend  is  payable 
August  31, 1978,  to  stockholders 
of  record  July  31, 1978. 

John  E.Taulbee 

Executive  Vice  President  and 
Chief  Financial  Officer 


Central  and  South  West 
Corporation 

2700  One  Main  Place  •  Dallas.  Texas  75250 

System  Operating  Companies 

Central  Power  and  Light  Company 
Public  Service  Company  of  Oklahoma 
Southwestern  Electric  Power  Company 
West  Texas  Utilities  Company 


An  Industry 
Unleashed 

By  Lucien  O.  Hooper 


I 


am  convinced  that  for  the  next  three 
to  five  years  air  transport  will  be  the 
fastest-growing  big  industry.  Widely  ad- 
vertised lower  fares  are  giving  the  air- 
lines all  the  business  they  can  handle  and 
more.  If  you  don't  believe  it,  go  to  any 
airport  or  do  some  personal  traveling  by 
air.  The  airports  are  crowded,  planes 
take  off  full,  standby  passengers  often  do 
not  get  aboard.  There  is  a  shortage  of 
equipment,  food  is  simpler  and  usually 
you  cannot  get  the  personal  attention 
that  always  has  been  so  pleasing. 

June-quarter  and  first-half  airlines 
earnings  are  impressive.  Per-share  prof- 
its for  all  of  1978  will  be  much  larger  than 
the  estimates  that  were  made  earlier. 
Analyst  estimates  of  $2  a  share  for  Ameri- 
can Airlines  (17);  $4  for  Trans  World 
Airlines  (24);  $2  for  Braniff  International 
(15);  $2.50  for  Frontier  Airlines  (17);  and 
$4.75  for  UAL  Industries  (37)  already 
look  too  low  and  obsolete. 

Even  though  my  favorite  airline,  the 
highly  leveraged  TWA,  had  a  poor  first 
quarter,  I  am  still  hoping  that  it  will 
manage  to  earn  as  much  as  $6  a  share  for 
this  year. 

The  fact  that  Boeing  Co.  (64)  recently 
booked,  in  a  period  of  less  than  four 
weeks,  $2.5  billion  of  new  orders  for 
airline  planes  from  only  two  sources 
gives  an  idea  of  what  rising  airline  pros- 
perity is  doing  for  the  aircraft  manufac- 
turing companies  such  as  Boeing,  Mc- 
Donnell Douglas  (38),  Lockheed  (31)  and 
General  Dynamics  (83). 

My  favorites  here  are  Boeing  and  Mc- 
Donnell Douglas  in  spite  of  the  fact  that 
the  stocks  of  both  of  these  companies 
have  had  large  advances  thus  far  this 
year.  The  current  estimate  for  Boeing  is 
that  the  company  will  earn  $7  to  $7.50  a 
share  in  1978.  Boeing's  earnings,  of 
course,  always  are  most  conservatively 
stated.  McDonnell  Douglas  should  earn 
between  $3.50  and  $4  a  share. 

I  am  not  deterred  from  continuing  to 

Lucien  O.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  McKinnon  Securities. 
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buy  good  airline  and  aircraft  manufacti 
ing  shares  despite  the  fact  that  the 
issues  have  already  had  a  substantial  a 
vance.  I  feel  confident  that  earnings 
such  companies  will  continue  to  advanc 

This  is  a  consumer-oriented  econo 
and  there  is  no  other  single  major  col 
sumer  industry  that  is  growing  as  fast 
is  the  use  of  airlines.  Air  travel  is  co 
stantly  being  made  cheaper,  and  it 
steadily  becoming  more  available.  The. 
still  are  more  people  in  America  wl 
never  have  taken  an  airplane  trip  ths 
there  are  those  who  have  flown.  It  is  t 
longer  possible  to  make  most  long-di 
tance  trips  by  rail,  and  bus  travel  is  real 
the  only  alternative  to  the  airlines 

Another  industry  that  is  experiencii 
greater-than-expected  prosperity  is  tl 
railroad  equipment  business.  There  is 
critical  shortage  of  freight  cars.  Pullrru 
(43),  which  suffered  from  the  publici 
incident  to  a  proxy  contest  earlier  in  tl 
year,  earned  $1.83  in  the  June  quarte 
compared  with  81  cents  a  year  ago,  ar 
now  seems  likely  to  earn  as  much 
$5.50  this  calendar  year.  Amsted  lndu\ 
tries  (37)  reported  $3.22  a  share  for  tl 
nine  months  ended  with  June,  as  againi 
$2.37  a  year  ago.  Profits  for  the  fisci 
year  to  end  with  September  should  a| 
proximate  $4.75  a  share.  ACF  Industru 
(34)  now  seems  likely  to  earn  $5.25  i 
more  a  share,  as  against  $4. 12  in  197 
Portec  (20),  a  well-diversified  compar 
with  a  heavy  railroad  emphasis,  shoul 
earn  $2.50  or  more. 

It  also  seems  probable  that  the  ste 
industry  will  be  in  greater  favor  in  t\i 
second  half  of  the  year  in  spite  of  tU 
pronounced  investor  prejudice  again! 
it.  Earnings  for  the  June  quarter  looke 
better.  Most  of  the  industry  experts  als 
are  anticipating  considerably  better  rai 
road  profits  in  the  second  half.  Thi  n 
should  improve  the  investor  acceptanc  ov 
of  Chessie  (29),  Union  Pacific  (44),  Bw  tod 
lington  Northern  (40),  Seaboard  Coai 
Line  (32)  and  others. 

The  neutral  or  worse  behavior  of  thi 
chemical  shares  is  caused  by  higher  ra1 
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»terial  costs  and  the  continued  com- 
letitive  pricing  of  produc  ts.  Most  of"  the 
liemical  companies  probably  will  not 
fitness  any  important  profit  improve- 
jient  during  this  year. 
There  is  reason,  however,  to  like  Al- 
ii Chemical  (35)  somewhat  better  than 
e  rest,  because  of  that  company's 
jromising  diversification  into  energy, 
■his  company's  management  appears  to 
ave  been  doing  an  excellent  job. 
Some  think  that  Teledyne  (107)  will 
tperience  a  less  rapid  increase  in  profits 
i  the  September  quarter,  but  will  do 
etter  toward  the  end  of  the  year.  Earn- 
11  iigs  are  difficult  to  estimate  for  Tele- 
vne,  but  they  probably  will  be  some- 
[here  in  the  range  of  $15  to  $20.  An- 


al 
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.  .  I  feel  confident  that 
he  earnings  [of  airlines 
nd  aircraft  makers]  will 
ontinue  to  advance  .  .  ." 


ipl  :her  stock  dividend  seems  to  be  more 
Iti   robable  than  a  cash  dividend  payout. 
Albany  International  (37)  is  the  largest 
anufacturer  of  paper  machine  clothing 
id  also  produces  industrial  and  special- 
plastics.  The  recent  interest  in  the 
ock  seems  to  be  associated  with  the 
arketing  of  a  product  that  interrupts 
le  sex  cycle  of  the  pink  bollworm  moths 
nit  attack  cotton  crops.  The  same  prod- 
^t  may  be  helpful  in  containing  the  pine 
uar  udworrn  threat  to  forests  that  has  ap- 
ared  in  New  England  and  some  Rocky 
lountain  states.  No  earnings  air  expect- 
k  tl  from  these  new  products  this  year, 
t  the  company's  earnings  probably  will 
»  bproach  $4  a  share,  as  against  the  $3.09 
a  year  ago. 

Because  a  modest  percentage  of  the 
/ailable  institutional  cash  went  to  work 
lickly  in  late  April,  May  volume  in- 
eased  and  prices  advanced  quite  nice- 
Most  of  the  month  of  July  the  institu- 
[>ns  were  less  active,  so  volume  de- 
lined  and  the  market  didn't  get  very  far 
ther  way.  News  factors,  in  my  opinion, 
ere  relatively  unimportant  both  in 
pril  and  May  when  the  market  was 
)ing  up  and  in  July  when  it  was  doing 
:)thing. 

'I  believe  that  the  institutions  now 
ave  such  a  large  cash  flow  that  even  if 
Jey  put  only  15%  to  25%  of  this  cash 
'  i\\  into  equities,  it  will  generate  a  good 
ock  market.  I  am  brave  enough  to  suji- 
;st  that  the  highs  in  the  Dow  Jones 
idustrials  for  the  year  will  be  substan- 
ally  higher  than  those  registered  thus 
r  in  1978.  ■ 


uur  loth  and  11th 

record  quarters 
hand  Keene 
a  record 
1st  half. 


1st  quarter  1978 
58<t  ~A 


2nd  quarter  1978 
714 


At  714,  second  quarter 
earnings  per  share  are  34% 
higher  than  last  year's  record  of 
53 <t.  Add  in  our  record  584  first 
quarter,  and  first  half  EPS  come  to 
$1.29.  That's  the  best  first  half 
Keene  ever  had— by  39%. 

It  marks  the  eleventh 
time  in  a  row  Keene  EPS  hit  a  new 
high  for  the  given  quarter.  Sec- 
ond quarter  net  income  also  set  a 
record  —  reaching  $2.34  million. 
And  with  a  32%  up-trend  in 
order- input  over  1977,  the  future 
looks  strong  for  our  four  major 
growth  areas  —  Bearings,  Filtra- 
tion, Lighting  and  Laminates. 

If  you'd  like  to  receive 
our  annual  and  quarterly  reports, 
write  345  Park  Avenue,  New 
York,  N.Y.  10022. 


KEENE 

CORPORATION 
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One  good  reason  why 
Fenn  Square  belongs 
in  your  portfolio: 

Consistent  Investment  Strategy:  Basic 
fundamentals  emphasized  for  twenty 
years. 

For  more  complete  information,  including 
management  charges  and  expenses, 
please  write  or  call  for  a  prospectus.  Read 
it  carefully  before  you  invest  or  send  money. 

Call  Toll  Free. 
800-523-8441 

Or  Write: 

Name  

Address  


.Zip. 


Perm  Square  Mutual  Fund 

PO  Box  1419,  Dept  A 
Reading.  Pa.  19603 

A  No-Load  Fund 


Regular 

Quarterly 

Dividend 

65tf  per 

Common  Share 

Payable: 

September  15, 1978 
Record: 

August  18, 1978 
Declared: 
July  26,  1978 

Consecutive  dividend 
payments  since  1939 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 


Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


At  The  Peak? 

By  Heinz  H.  Biel 


Even  though  the  Dow  Jones  industri- 
al stock  average  has  not  come  even  with- 
in hailing  distance  of  1000,  a  level  that  on 
numerous  occasions  in  the  past  had  been 
the  high-water  mark  of  a  bull  market,  it 
would  not  be  wrong  to  say  that  we  have 
been  enjoying  quite  a  boom  this  year. 
Let  us  first  take  a  look  at  the  economy  of 
the  U.S. 

While  the  politicians  keep  talking 
about  hard  times  and  the  need  for  fur- 
ther "stimulation,"  which — translated 
into  English — means  more  deficit  spend- 
ing, actual  conditions  are  very  good  in- 
deed. Employment  figures  have  been 
strong  all  along,  and  now  the  unemploy- 
ment rate  also  has  come  down  to  the 
lowest  point  in  four  years.  Key  indus- 
tries, such  as  housing  and  autos,  are 
having  an  excellent  year.  Industrial  plant 
utilization,  too,  is  at  a  high  level  and  is 
probably  fairly  close  to  optimal  capacity. 
If  there  has  been  any  doubt  that  things 
are  really  humming,  just  look  at  those 
second-quarter  earnings  reports,  many 
of  which  are  spectacularly  good. 

Business  has  been  so  good  that  many 
corporations  are  running  out  of  money, 
despite  the  influx  of  big  profits.  As  it 
usually  happens  in  boom  times,  balance- 
sheet  liquidity  is  deteriorating.  Although 
the  Federal  Reserve's  credit  policy  has 
been  "accommodating,"  notwithstanding 
the  tough  anti-inflation  talk  of  Chairman 
G.  William  Miller,  the  banks  prime 
lending  rate  is  up  to  9%  and  may  be 
heading  even  higher.  These  are  just 
some  of  the  telltale  signs. 

While  we  are  enjoying  a  high  degree 
of  prosperity  at  the  price  of  an  intoler- 
able inflation  rate,  the  other  major  in- 
dustrial nations,  which  are  trying  a  little 
harder  to  preserve  the  value  of  their 
money,  are  not  sharing  our  boom  and 
may  actually  be  in  a  state  of  slight  reces- 
sion. In  other  words,  this  is  not  a  world- 
wide boom. 

Now  back  to  Wall  Street.  Regardless 

Heinz  H.  Biel  is  a  vice  president  of  the  NYSE 
firm  of  Janncy  Montgomery  Scott. 
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of  whether  or  not  the  term  "bull  marke 
is  appropriate,  the  stock  market  has  ce 
tainly  been  booming,  especially  in  t\ 
second  quarter.  Not  only  did  tradir 
volume  soar  far  above  all  previous  re 
ords,  but  there  are  other  indications  th 
this  was  not  the  quiet  affair  the  fair 
narrow  range  of  the  Dow  might  sugges 
For  five  months  in  a  row  customer  del 
to  New  York  Stock  Exchange  membe 
firms  has  been  rising  to  ever  highfl 
peaks,  topping  $11  billion  by  midyea 
The  same  goes  for  margin  account 
which  now  number  945,000.  These  fi| 
ures  suggest  rather  strongly  that  specuh 
Hon  has  been  lively  in  recent  months. 

Investors,  on  the  other  hand,  are  b< 
having  in  a  more  subdued  manner.  Th 
difference  is  clearly  reflected  in  th 
widely  divergent  action  of  the  varioi 
stock  averages.  The  staid  DJI,  repr« 
sentarive  of  the  stocks  of  the  giant  corpo  n 
rations,  gained  only  about  3.7%  in  th 
first  seven  months  of  this  vear,  froi 
831.17  at  year-end  1977  to  862.27 
July  31.  By  contrast,  the  indices  f< 
stocks  traded  on  the  American  Stock  Ej 
change  and  over-the-counter,  when 
people  play  rather  than  invest,  rose  20 
and  21%,  respectively,  during  this  sam 
period. 

It  is  not  difficult  to  see  the  reason  fc 
this  divergence.  Speculation  usuall 
flourishes  toward  the  end  of  a  boorr 
when  even  the  secondary  companies  ar 
earning  big  profits  and  manage  to  sho' 
the  greatest  percentage  gains.  The  mai 
ket  for  investment-grade  stocks,  on  th 
other  hand,  is  dominated  by  institution; 
primarily  pension  funds,  which  have 
continuing  influx  of  vast  amounts  of  ir 
vestable  money.  Why  are  the  institu  m{ 
tiohs  shying  away  from  the  stock  market 
Does  their  crystal  ball  tell  them  that  th 
U.S.  economy  may  be  headed  into 
recession  and  that  stock  prices  are  mor 
likely  to  go  down  than  up?  Perhaps.  Bu 
with  interest  rates  on  ultrasafe  invest 
ments  once  again  running  at  better  thai 
9%,  the  inclination  to  take  risks  in  corn 
mon  stocks  tends  to  diminish.  After  all 
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292nd  COMMON  DIVIDEND 

A  regular  dividend  of  Eighty-Seven  and  Five  Tenths  Cents  (87. 5f)  per  share 
has  been  declared  upon  the  Common  Slock  of  American  Brands,  Inc., 
payable  in  cash  on  September  I,  1978,  to  stockholders  of  record 
at  the  close  of  business  August  10,  1978. 
Checks  will  be  mailed. 

C.  A.  Muhos,  Vice-President— Finance 
July  25, 1978 

GALLAHER  LIMITED 
Master  Lock  Company 

©Wilson  Jones 

Sunsfiirie  Biscuits,  mc. 

Q  ACUSHNET  COMPANY 

THE  ANDREW   <J(}fi£JGttS  COMPANY 
IV.  K.  &  Son*  Cutlcrv 


^^233  VISIBLE  j   RECORDS,  INC 

DUFFY  -MOTT  COMPANY,  INC. 

v#fe**ss/LIGHTING  CORPORATION 

AMERICAN  BRANDS.  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


NEW  HORIZONS    •    NEW  HORIZONS  ...    NEW  HORIZONS    •    NEW  HORIZONS 


Think  Small! 


Wc  have  for  over  18  years  -  by 
investing  in  small  companies  with  big 
growth  potential. 

We  look  for  the  best- managed 
small  companies  in  what  should  be  the 
most  promising  areas  to  do  business. 
After  extensive  research  and  in-depth 
personal  interviews,  we  invest  in  a  few 
companies  we  think  have  the  best 
opportunity  of  becoming  large  and 
prosperous  in  the  future. 


Small  companies  can  mean  big 
risks.  But,  they  can  also  offer  big 
rewards. 

If  you  can  afford  to  think  small, 
we  would  like  to  show  you  a  report 
listing  our  favorite  companies  and  our 
record  of  accomplishment. 

A  No-Load  Fund-you  never  pay 
a  sales  commission. 

Call  toll-free  1-800-638-1527.  If 
busy,  or  in  Maryland,  call  301-547-2136 
collect,  or  send  the  coupon  below. 


PBffiNEW  HORIZONS  Incd 


I 
I 


ROWE  PRICE 
NEW  HORIZONS  FUND 
100  East  Pratt  Street  Dept  .  A6 
Baltimore,  Maryland  21202 

For  more  complete  information,  includ- 
ing management  fee  and  other  charges 
and  expenses,  obtain  a  prospectus. 
Read  it  carefully  before  you  invest  or 
send  money. 


ADDRI  SS 
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A  Technical  Tool 
That  Appears  To  Work 

By  Stanley  W.  Angrist 

".  .  .  Do  technical  trading  methods  work? 
The  answer  to  that  question  has  to  be  an 
unequivocal  yes  (some  of  the  time)  .  .  ." 


In  general,  I  try  to  analyze 
the  commodity  markets 
from  a  fundamental  point  of 
view.  That  is,  I  examine  the 
forces  of  supply  and  demand 
insofar  as  they  are  known, 
then  I  try  to  predict  which 
way  the  market  will  move  in 
response  to  those  forces. 

Technical  traders — or 
technicians  as  they  are 
sometimes  called — have 
nothing  but  disdain  for  such 
a  strategy.  They  argue,  with 
some  justification,  that  al- 
most all  the  data  the  funda- 
mentalist uses  are  subject  to 
interpretation,  and — as  has 
happened  time  and  again— 
the  same  set  of  data  can  lead 
different  traders  to  diamet- 
rically opposed  positions. 
The  technicians  argue  fur- 
ther that  much  of  the  funda- 
mental data  available  is  not 
current  but  reflects  condi- 
tions that  held  in  the  past. 
(Of  course,  all  the  data  pro- 
jected for  consumption  or 
disappearance  of  a  given 
commodity  must  of  necessi- 
ty be  an  estimate.)  Techni- 
cians seem  to  feel  that  fun- 
damentalists are  all  right, 
but  they  wouldn't  want 
their  sister  (brother)  to  marry  one. 
Needless  to  add,  the  feeling  is  mutual. 

Do  technical  trading  methods  work? 
The  answer  to  that  question  has  to  be  an 
unequivocal  yes  (some  of  the  time).  A 
recent  report  by  Merrill  Lynch's  com- 
modity division  presents  an  interesting 
analysis  of  several  technical  trading 
methods.  The  one  I  found  most  intrigu- 
ing was  an  analysis  of  the  moving-aver- 
age method. 

One  way  to  use  moving  averages  to 

Stanley  W.  Angrist  is  a  professor  at  Carnegie- 
Mellon  University,  and  the  author  of  Sensible 
Speculating  in  Commodities. 


The  May  1976  Chicago 
Wheat  Contract  And 
Two  Moving  Averages 

When  the  short-term  moving  average  (11- 
day)  crosses  the  long-term  moving  average 
(47-day)  going  down,  close  out  all  long 
positions  and/or  go  short.  Vice-versa  when 
the  short-term  average  crosses  the  long- 
term  average  going  up. 

$5.00 


10/27  11/24 


initiate  trades  is  to  calculate  two  moving 
averages.  A  short-term  one,  which  is 
more  sensitive  to  current  prices,  and  a 
long-term  one,  which  is  slower  to  react 
to  price  changes.  (A  simple  moving  aver- 
age is  calculated  by  adding  up  the  closing 
prices  for  the  last  N-days  and  then  divid- 
ing that  sum  by  N.  In  this  case,  "N"  can 
be  any  number  one  wishes.  On  the  next 
day  the  newest  closing  price  is  added  to 
the  sum  for  the  last  N-days,  while  the 
oldest  price  is  dropped  from  the  sum. 
The  new  sum  is  again  divided  by  N.)  If 
the  short-term  average  crosses  the  long- 
term  average  while  moving  up,  then  a 
buy  order  is  placed  for  the  opening  the 


next  day.  If  the  short-term 
average  crosses  the  long- 
term  average  while  moving 
down,  then  a  sell  order  is 
placed  on  the  opening  for 
the  next  day.  This  model  al- 
ways has  one  in  either  a  long 
or  short  position  in  the  mar- 
ket; when  a  new  buy  or  sell 
signal  is  generated,  the  old 
position  is  then  liquidated 
simultaneously. 

The  success  or  failure  of 
this  method  of  trading  de- 
pends upon  the  number  of 
days  selected  to  compute 
the  two  moving  averages. 
Merrill  Lynch  carried  out  a 
computer  study  for  14  com- 
modities for  the  period  from 
January  1970  through  De- 
cember 1976.  The  short- 
term  average  was  varied 
from  3  days  to  25  days,  and 
the  long-term  average  from 
5  days  to  50  days.  A  method 
was  constructed  to  weight 
the  results  of  each  contract 
as  to  cumulative  profits, 
largest  string  of  losses  and 
the  ratio  of  profits  to  losses. 
A  sorting  procedure  was 
then  applied  to  pick  out  the 
combination  of  days  that 
would  perform  best  accord- 
ing to  the  weighting  system  that  was 
used  in  the  model. 

The  chart  here  illustrates  this  method 
of  trading  for  the  May  wheat  contract 
from  September  1975  until  mid-April 
1976.  The  model  indicates  that  an  11-day 
moving  average  (short-term)  should  be 
used  with  a  47-day  moving  average 
(long-term).  The  first  trade  (a  short  sale) 
takes  place  in  early  October,  when  the 
11-day  average  falls  through  the  47-day 
average  at  around  $4.40  per  bushel.  The 
short  position  is  maintained  until  mid- 
January',  when  the  model  says  the  de- 
cline is  over,  as  the  short-term  average 
passes  through  the  long-term  average 
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Vanguard  asks... 

Would  you  rather 
the  Wall  Street  herd? 
Or  lead  it  ? 


If  you're  comfortable  investing 
along  with  the  crowd,  you  have 
many  investment  alternatives. 

But  Windsor  Fund  is  NOT  one 
of  them 

That's  because  Windsor  Fund 
seeks  long-term  capital  growth 
and  income  by  investing  i-n 
securities  currently  out  of  favor, 
ovt  Hooked  and  undervalued. 

That's  Windsor  Fund's  inde- 
pedent-minded  strategy.  To  sec 
how  well  it's  worked  for  the  last 


twenty  years,  send  for  the  Fund's 
latest  Shareholder  Report.  It  may 
explain  why  individual  and  cor- 
porate investors  alike  have  chosen 
Windsor  Fund. 

•  NO  SALES  COMMISSION 

•  NO  REDEMPTION  FEE 

For  free  information  without 
obligation,  mail  coupon.  Or  call 
toll-free:  (800)  523-7910.  In  Penn- 
sylvania, call  collect:  (215) 
293-1100. 


 WINDSOR  -i 

WINDSOR  FUND,  Box  1100.  FXJND 
Drummer's  Lane,  Valley  Forge,  Pa.  W482 

/  would  like  more  complete  information  including  advisory  fees,  distribution 
charges,  and  other  expenses.  Please  send  me  the  latest  Windsor  Fund  Shareholder 
Report  and  a  prospectus  so  I  may  read  it  carefully  before  I  invest  or  send  money. 

FORN-401 

A  MEMBER  OF  fnnt 

Vanguard 

**  GROUP 

OF  INVESTMENT  COMPANIES 


Address 

City  

State   


.  Zip 


HIGH  TAX-FREE  YIELD  WITH  NO  SALES  CHARGE. 
THAT  MAKES  US  A  STAR. 


Investors  seeking  a  high 
tax-free*  yield  should  compare 
both  the  yield  and  the  fea- 
tures of  Fidelity  High  Yield 
Municipals  to  other  funds, 
managed  or 
unmanaged. 

The  Fund 
seeks  a  high  tax-free 
yield  from  a  portfolio 
consisting  primarily  of 
A  and  Baa  rated  bonds. 
There  is  no  sales  charge. 
All  of  your  investment  is 

1 A  portion  may  Ix*  subjeel  to 
Federal,  state  or  local  taxes. 


put  to  work  earning  tax-free  income, 
i  In  addition,  there  is  full-time 

JA  management,  daily  liquidity,  a  low 
|\  management  fee  (45/100  of  1%), 
j|\  and  automatic  re- 

wmS  —.ii  l  >:r~y  investment. 

Learn  more  about 
this  five  star  combina- 
tion today. 


CALL  FREE 
(800)  225-6190 


I    '   'It    I  .  I  i     MilIC  "I    UHlll  IdACS, 
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FIDELITY 
HIGH  YIELD 
MUNICIPALS 

FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management.         City  State  Zip  


RO.  BOX  832,  Dept.  FF80821  *j 
82  Devonshire  St.,  Boston,  Mass.  02103  m 

For  more  complete  information, 
including  management  fees  and 
expenses,  please  write  or  call  for  a 
prospectus.  Read  it  carefully  before 
you  invest  or  send  money. 


Name  — 
Address . 
City- 
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WHICH 

NO  LOADS 

•  no  broker  tee> 

ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


Money  And  Investments  iaPC 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO  LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.75 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-C5    P.  0.  Box  2109 
Yreka,  Calif.  96097 

Subscription  cannot  be  assigned  without  your  consent 
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THE  INVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 

QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
CHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  42'/2f;  per 
share  on  the  outstanding  Common 
Stock,  payable  on  September  1,  1978 
to  stockholders  of  record  on  August 
10.  1978.  The  transfer  books  will  not 
close. 

July  27,  1978 
RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS  U  S  INDUSTRIAL  CHCMICAIS  CO. 
NATIONAL  DISTILLERS  PRODUCTS  CO. 
ALMAO^N  VINEYARDS.  INC 
METALS  DIVISION 

8EACON  MANUFACTURING  COMPAN* 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person.  R  E.  Ins. 
and  stockbrokers.  Operate  from  your  own 
dignified  professional  office.  Clients  come 
to  you  for  Business  Capital  Assistance.  Must 
be  sincere  with  well-rounded  business  back- 
ground. Instant  Hi  income  for  right  person. 

$U.S.  18,000  Cash  Will  Handle 

For  details  write  gi.  ing  phone  no  to 

OR  Call  Mr.  Vander:  (213)  463-4841 

Dept  5.  Computer  Capital  Corp. 
6922  Hollywood  Blvd  .  Los  Angeles.  Calif  90028 
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What  Smart 
Mutual  Funds 
Are  Doing 

By  John  Train 


I  empleton  Growth  Fund,  one  of  the 
most  original  and  skillfully  managed  in- 
vestment companies,  had  a  remarkable 
year  that  ended  Apr.  30.  Its  total  assets 
increased  from  $51  million  to  $156  mil- 
lion, with  net  assets  per  share  up  29%. 

Templeton  Growth,  willing  to  buy  lit- 
tle-known foreign  companies,  would  jus- 
tify a  separate  article,  but  now  I'll  just 
touch  the  high  spots  of  recent  portfolio 
changes.  Templeton's  biggest  industry 
buildups  in  the  latest  half-year  have  been 
in  mining,  insurance  and  transportation. 
New  mining  holdings  include  a  large 
position  in  Noranda  and  a  smaller  one  in 
Denison.  New  insurance  holdings  in- 
clude Aetna  Life  &  Casualty,  INA,  Trav- 
elers and  U.S.  Fidelity  &  Guaranty.  The 
only  new  transportation  stock  is  Gelco 
Corp.,  but  there  were  major  increases  in 
Ansett  Transport  Industries  and  Xtra. 

Other  major  new  positions  were 
Amerada  Hess,  Coachman  Industries, 
Fuqua,  Houston  Natural  Gas,  Jim  Wal- 
ter and  Tandy.  Not  surprisingly,  Tem- 
pleton also  caught  the  play  in  Teledyne. 

Templeton  cut  back  hard  on  its  rela- 
tive representation  in  the  health-care 
and  pharmaceutical  industries,  eliminat- 
ing American  Medicorp,  Eisai,  Hospital 
Affiliates  and  Shared  Medical  Systems. 
The  two  groups  together  shrank  from 
11.7%  of  the  portfolio  to  4.4%. 

John  M.  Templeton,  who  for  years  has 
been  active  in  Japanese  securities,  now 
feels  that  there  are  virtually  no  bargains 
left  there.  The  only  remaining  Japanese 
areas  of  interest  might  be  companies  that 
will  report  consolidated  earnings  greater 
than  the  parent  companies  have  in  the 
past.  Matsushita  and  Hitachi,  for  in- 
stance, will  be  reporting  earnings  twice 
as  high  as  heretofore.  In  general,  howev- 
er, the  Japanese  brokers  are  doing  an 
admirable  research  job  on  the  Japanese 
market,  and  as  a  result  there  are  very 
few  neglected  opportunities. 

John  Train  is  president  of  Train,  Smith.  In- 
vestment Counsel,  New  York,  and  the  author 
of  Dance  of  the  Money  Bees. 
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Templeton  feels   that  the  countri  mad>' 
where  bargains  can  still  be  found  a 
Australia  (e.g.,  Ansett  Transport  Indu 
tries),  the  U.S.  and  Canada 

Another  fund  whose  successful  reco 
makes  its  portfolio  worth  watching 
Neuberger  &  Berman's  aggressive  Pai  pineal 
ners  Fund,  which  drastically  turned  ov 
its  portfolio  in  the  quarter  ended  Mj 
31,  1978.  Out  of  45  holdings  on  th 
date,  15  were  new  during  the  perioi 
there  were  20  complete  eliminations 

Some  of  the  largest  new  positions  a 
ABC,  Bandag,  Carrier,  Iowa  Beef  al 
NCR.  Eliminated  were  Allied  Store) 
Armco,  Chessie  System,  Varian,  seven 
oils  and  the  aluminum  group.  It's  intej 
esting  to  track  the  switches  with! 
groups.  Thus,  American  Airlines  goi 
into  Boeing  and  UAL,  catching  the  tak 
off  in  the  aerospace  sector.  In  the  final 
cial  sector,  Aetna  Life  &  Casualty  (n 
cently  acquired)  and  Imperial  Corp.  ai 
replaced  by  Financial  Federation  ar 
Monumental  Corp.  Nowsco  Well  Sei 
vices  is  bought  with  the  proceeds  of  sa 
of  Rowan  and  Welltech.  IBM,  an  elimj 
nation  although  recently  bought,  is  rj 
placed  by  Honeywell  and  NCR.  Rohm 
Haas  and  Union  Carbide  go  into  Ricl 
ardson-Merrell  and  Airco. 

Neuberger  &  Berman  reports  thi 
they  are  avoiding  cyclicals,  and  lookiri 
instead  at  smaller  special-situations  com 
panies  with  good  growth  characteristic: 
They  are  cautious  near  term,  holdi 
about  a  third  of  the  fund's  capital 
reserves,  but  bullish  for  the  long  term 

They  are  particularly  intrigued 
companies  in  which  other  firms  hav 
taken  large  positions  with  a  view  to 
later    corporate    buyout    at  favorabl 
prices.  They  do  not  buy  them  on  rumor: 
they  report,  but  rather  on  publicly  avail 
able  information.  For  example,  Lazan 
Freres  is  known  to  have  accumulated 
large  position  in  Financial  Federation 
and  to  be  seeking  an  outside  buyer. 

Similarly,  the  position  in  Monuments 
was  acquired  because  of  the  expectei 
liquidation  of  the  company 
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lancial  Strategy 


The  revamped  Madison  Fund  was 
ery  active,  starring  positions  in  Aetna 
-.ife  &  Casualty,  Crown  Cork,  Eli  Lilly, 

ttlGIC,  Polaroid,  Reading  &  Bates  and 
Waters  Associates  (the  leading  maker  of 
iquid     chromatography  instruments, 

d-  .vhich  are  used  in  breaking  down  chemi- 
«  al  mixtures  into  their  constituent  parts; 
ales  for  the  12  months  ended  in  March 
vere  $42  million,  up  56%). 

Eliminations  (all  at  losses)  included 
iaker  International,  Braniff,  Continental 
Telephone,  a  huge  holding  in  Denison 
dines,  Norton  Simon  and  Pillsbury. 
Over  recent  quarters  the  fund  has 
'fnade   a   strategic    shift   from  energy 
tocks — including  oil  and  gas  and  oil  field 
ervices — into    technology  companies, 
•nee  about  8%  of  the  portfolio,  now 
I  bout  12%.  Madison  has  also  been  build- 
ng  up  its  representation  in  the  enter- 
ainment  industry,  notably  in  MCA. 
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'. . .  Neuberger  &  Berman 
is]  cautious  near  term, 
lolding  about  a  third 
>f  the  fund's  capital  in 
eserves,  but  bullish  for 
he  long  term  .  .  ." 


sevi 

S  ill 


ped 


The  highly  interesting  Scudder  Devel- 
pment    Fund,    which    specializes  in 
merging   growth    companies,  started 
aew  positions  in  CRS  Design  Associates 
architects  and  designers)  and  Lawson 
Products  (a  $53-million-sales  distributor 
)f  fasteners  and  other  parts,  chemicals 
'*  ind  supplies  used  to  maintain  machinery 
n  many  industries;  most  of  Lawson's 
2,000-odd  products  are  "house  brands" 
nade  for  it  by  others).  Plantronics  and 
ipartan  Food  Systems  were  also  bought. 
Scudder  Development  increased  its 
ts  E  ioldings    in    Analog    Devices,  Child 
1    World,  Pay  Less  Drug  Stores  Northwest 
nd     Servicemaster     (which  handles 
housekeeping"  for  over  600  hospitals, 
holdi  lales  are  running  at  a  quarter-billioh- 
ollar  annual  rate;  earnings  per  share 
ten  lave  been  growing  at  about  30%  over 
ecent  years.  The  stock  is  a  steady  divi- 
lend  payer  and  yields  about  4%). 

Scudder  management  comments  that 
mere  is  no  philosophical  thread  to  these 
ransactions,  except  the  general  strategy 
f  owning  carefully  researched  small- 
Is-  growth  firms.  They  calculate  that  the 
vhole  fund  is  selling  for  less  than  ten 
imes  1978  earnings,  and  that  the  valu- 
itions  of  the  underlying  securities  are 
easonable  in  both  absolute  and  relative 
erms.  Plenty  of  opportunities  are  still 
ivailable  in  that  category,  they  feel.  ■ 
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P.O.  Box  832,  Dept.  FF80821 
82  Devonshire  St.,  Boston,  Mass.  02103 

For  more  complete  infor- 
mation, including  management 
fees  and  expenses,  please  write 
or  call  for  a  prospectus.  Read  it 
carefully  before  you  invest  or 
send  money. 

Name  


HOW  TO  SPOT  AN  IMPRESSIVE  HIGH 
INCOME  INVESTMENT. 

Investors  with  an  eye  towards  high 
income  will  see  numerous  advantages  in 
Fidelity  Aggressive  Income  Fund. 

There  is  no  sales  charge  for  The  Fund. 
All  of  your  investment  is  put  to  work  seeking 
high  income.  Complete  liquidity  is  also 
available  and  most  important  when  invest- 
ing in  high  income  bonds. 

Our  investment  approach  is  also  key.  We 
seek  "underrated"  bonds  that  offer  sound 
asset  protection  and  then  apply  continuous 
professional  management  to  our  portfolio. 

We  could  go  on,  but  you'd  be  best  served 
by  learning  more.  Call  or  write  today. 

CALL  FREE  (800)  225-6190 

In  Mass.  Call  Collect  (617)  726-0650 
FIDELITY  GROUP 

Over  $3.5  billion  of  assets  under  management. 


Address. 


City. 


 State  Zip_ 

Retirement  Plan  information: 
Keosh  LJ    IRA  □    403B  L 


RJ.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  ot  87  Vz  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  September  5, 1 978  to  stockholders  of  record 
at  the  close  of  business  August  1 0, 1 978. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
Winston-Salem,  N  C  ,  July  20,  1978 

Seventy-Eight  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
Petroleum 


ORBES,  AUGUST  21,  1978 


REACH  THE  AFFLUENT  IN  FORBES 

One  out  of  every  13  FORBES  subscribers  is  a  millionaire 

139 


Money  And  In 

ves' 

tents                              Stock  Trends  | 

D 


Buried  Treasure 

By  David  S.  Leibowitz 

".  .  .  These  companies  may  be  familiar 
to  some  professionals,  but  totally 
foreign  to  most  investors  .  .  ." 


'eveloping  growth  stocks  cut  across 
industry  lines.  Some  of  them  lead  or 
dominate  their  industry  or  subindustry; 
some  even  pioneer  an  industry.  Most 
face  fierce  competition — competition 
that  can  be  blunted  by  technological  ca- 
pability, the  smallness  of  the  market  or 
the  inability  of  competitors  to  match  the 
profitability  of  the  growth  companies. 
These  companies  often  have  high  profit 
margins  and  thus  may  be  familiar  to 
some  professionals,  but  totally  foreign  to 
most  investors. 

What  sets  these  companies  apart  is 
their  ability  to  expand  and  prosper  de- 
spite setbacks.  What  makes  them  inter- 
esting is  the  sparse  attention  the  stock 
market  currently  pays  them. 

Lea-Ronal  (16)  is  the  leading  producer 
of  specialty  chemicals  and  additives  for  a 
variety  of  electroplating  processes.  Man- 
agement believes  it  supplies  the  gold 
salts  for  plating  the  majority  of  all  the 
semiconductors  produced  domestically, 
and  it  recently  introduced  a  gold  process 
to  the  connector  market.  Other  pro- 
cesses include  pollution-free  zinc,  elec- 
troless  nickel  and  various  copper,  silver, 
brass,  tin  and  palladium  solutions.  The 
company  may  have  scored  a  break- 
through on  a  new  preparation  process  for 
the  plating  of  printed  circuit  boards  that 
eliminates  a  conventional  palladium 
catalyst,  and  pilot-testing  of  a  new  tech- 
nique for  activating  plastic  prior  to  sur- 
face finishing  is  being  conducted  for  the 
auto  industry.  Success  in  either  of  these 
programs  could  significantly  impact  fu- 
ture earnings.  For  the  February  1979 
year  earnings  could  exceed  $2.25  a 
share,  compared  with  1978  s  $1.90. 

In  1975  Americans  consumed  one  out 
of  three  meals  away  from  home,  and  by 
1980  that  figure  could  rise  to  one  out  of 
every  two  meals.  This  trend  could  help 
Associated  Hosts  (11),  which  operates  a 
growing  chain  of  64  restaurants,  includ- 

David  S.  Leibowitz  is  senior  analyst,  invest- 
ment research  deportment,  at  Thomson 
McKinnon  Securities. 


ing  45  Smuggler's  Inns.  Located  in  24 
states  presently,  the  company  will  open 
a  record  16  new  units  this  year,  includ- 
ing two  Nelson  s  Landings,  a  new  chain 
of  fresh  seafood  eateries.  The  company 
also  operates  four  hotels — including  the 
Beverly  Hillcrest  and  the  Beverly  Crest 
in  California — which  are  enjoying  occu- 
pancy rates  in  excess  of  85%.  Sales  have 
advanced  in  each  of  the  last  11  years 
while  earnings  fell  (by  $1,300)  once. 
Earnings  this  year  (September)  could  top 
$1.10  a  share,  vs.  last  year's  88  cents, 
and  $1.30  is  projected  for  next  year. 

According  to  the  National  Center  for 
Health  Statistics,  only  49.3%  of  the  pop- 
ulation had  a  dental  checkup  in  1976. 
Thus,  the  potential  for  growth  of  this 
market  is  considerable.  D.S.  Sashnv  (10) 
is  the  largest  independent  distributor  of 
dental  equipment  and  supplies,  with  32 
sales  and  distribution  facilities  in  20 
states.  It  sells  its  11,000  items  by  catalog 
and  directly  to  dentists,  laboratories, 
hospitals  and  dental  schools.  The  com- 
pany also  manufactures  its  own  gold- 
alloy  products.  The  current  year  got  off 
to  a  slow  start  as  the  severe  winter 
caused  closedowns  at  three  important 
plants,  but  this  shortfall  should  be  made 
up  in  the  third  quarter.  Full-year  earn- 
ings of  $1.25  a  share  are  estimated,  up 
from  the  prior  year's  $1.15,  marking  the 
15th  consecutive  year  of  record  results. 
Further  gains  are  anticipated  next  year, 
and  the  increase  in  prepaid  dental  insur- 
ance automatically  expands  the  demand 
for  the  company  s  products. 

The  sports  pages  remind  us  that  the 
football  season  opens  soon — meaning  a 
stretch  of  Sundays  sitting  around  the 
fireplace  glued  to  the  tube.  Prcway  (18) 
is  the  second-largest  manufacturer  of 
factory-built  fireplaces,  and  its  current 
growth  rate  could  vault  it  into  the  top 
slot  during  the  next  18  months.  Sales 
have  increased  each  year  this  decade — 
as  has  the  dividend — while  earnings 
declined  but  once.  A  new  "Energy- 
Mizer"  line,  featuring  a  fan  to  force 
warm  air  into  the  house,  has  met  excel- 


lent acceptance  from  a  fuel-conscious 
public,  and  a  major  marketing  effort 
directed  at  mobile  and  modular  homes 
has  laid  the  groundwork  for  expansion. 
House  additions  and  remodeling  repre- 
sent 75%  of  Preway's  fireplace  sales, 
while  new  construction  takes  the  re- 
mainder. Full-year  earnings  of  $3.25  a 
share  are  projected  this  year,  up  from 
$2.65;  the  $l-a-share  dividend  yields 
nearly  5%. 

When  a  piece  of  capital  equipment 
that  costs  thousands  of  dollars  a  day  to 
operate  breaks  down,  the  cost  of  a  main- 
tenance part  is  of  nominal  importance. 
That  fact,  coupled  with  Lawson  Prod- 
ucts' (18)  ability  to  ship  more  than  95%  of 
its  orders  complete  within  a  day,  goes  a 
long  way  toward  explaining  how  Lawson 
can  maintain  aftertax  margins  near  10%. 
The  company  distributes  12,000  expend- 
able industrial  fasteners,  chemicals,  fit- 
tings and  shop  supplies  to  72,000  active 
accounts.  Sales  and  earnings  have  in- 
creased each  year  since  1968,  and  the 
dividend  has  been  raised  annually  since 
1973.  Earnings  of  $1.80  a  share  are  esti- 
mated this  year,  up  from  $1.55,  and 
$2.05  could  be  reached  in  1979. 

Twenty  years  ago  Koss  (7)  introduced 
the  first  stereophonic  headphones,  and 
it  still  dominates  the  quality  end  of  the 
business  with  an  estimated  50%  share  of 
the  audio  specialty  store  market.  Three 
years  ago  the  company  introduced  the 
first  full-range  electrostatic  speaker  sys- 
tem and  followed  it  up  last  year  with 
three  popularly  priced  dynamic  speak- 
ers, which  are  still  on  back  order. 
Speakers  and  headphones  are  two  of  the 
fastest-growing  segments  of  the  audio 
market,  the  former  being  very  fraction- 
ated. This  could  enable  Koss  to  gain  a 
market  share  within  a  few  years.  A  poor 
sales  mix,  coupled  with  heavy  research 
and  development  and  marketing  ex- 
penses related  to  the  speakers,  reduced 
fiscal  1977  (June)  earnings  to  2  cents  a 
share,  but  55  cents  may  have  been 
achieved  last  year,  and  $1  is  being  pro- 
jected this  year.  ■ 
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Q  Value  Line  looks  at . . . 


Major  Stocks  With  P/E's 
Under  5  And  Yields  Over  6% 

Plus  the  potential  to  double  in  price  within  3  to  5  years. 


m 


\mong  1700  major  stocks  under  its  continuing  re- 
/iew,  The  Value  Line  Investment  Survey  now  finds  . . . 

•  150  stocks  are  selling  at  less  than  5  times  esti- 
mated current  earnings  .  . .  compared  with  past 
P/E  ratios  up  to  10  times  or  higher. 

•  1 10  of  these  low-P/E  stocks  also  offer  Appreciation 
Potentials  in  the  next  3  to  5  years  of  more  then 
100%. . .  based  on  Value  Line's  estimates  of  their 
earnings  and  P/E  ratios  in  that  future  span.  (30 
offer  long-term  Appreciation  Potentials  of  more 
than  200%.) 

•  In  addition,  a  significant  minority  of  these  "com- 
bination" stocks  currently  yield  from  6%  to  8.6%, 
based  on  our  estimate  of  dividends  in  the  12 
months  ahead.  (In  many  of  these  stocks,  moreover, 
we  look  for  sizable  dividend  increases— from  50% 
to  100%— in  the  next  few  years.) 

iut  we  urge  you  not  to  leap  into  stocks  like  these, 
good  as  they  may  sound,  without  also  checking  Value 
jLine's  current  ratings  for  Probable  Price  Performance 
and— most  importantly— Safety.  This  is  easy  to  do: 
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UPDATED  EVERY  WEEK 

Every  week,  Value  Line's  regular  Summary  &  Index 
presents  up-to-date  ratings  of  EACH  of  1700  stocks 
relative  to  all  the  others,  as  follows  . . . 
a)  Rank  for  Probable  Price  Performance  in  the  Next 
12  Months— ranging  from  1  (Highest)  down  to  5 
(Lowest). 

Ratings  for  Investment  Safety  (from  1  down  to  5). 
Estimated  Yield  in  the  Next  12  Months. 
Estimated  Appreciation  Potential  in  the  Next  3  to 
5  Years— showing  the  future  "target"  price  range 
and  percentage  change  from  current  price. 
P/E  ratio  and  current  price,  plus  estimated  annu- 
al earnings  and  dividends  in  current  12  months. 
Also  latest  quarterly  results  against  a  year  ago. 


b) 
c) 
d) 


e) 


LUS  FULL-PAGE  REPORTS 

n  addition,  each  of  the  1700  stocks  is  the  subject  of  a 
comprehensive  new  full-page  Rating  &  Report  at  least 
once  every  three  months— including  22  series  of  vital 
inanclal  and  operating  statistics  going  back  15  years 
and  estimated  3  to  5  years  ahead.  About  130  new  full- 
page  Reports  like  this  are  issued  each  week  .  .  .  1700 
very  13  weeks.  All  this  material  is  so  organized  in 
^our  binder  that  you  can  quickly  turn  to  a  continually 
jpdated  report  on  almost  any  leading  stock. 

SPECIAL  INVITATION 

Vou  can  receive  the  complete  Value  Line  Investment 
Survey  (with  30-day  money-back  guarantee)  for  the 
next  10  weeks  for  only  $29— about  HALF  the  regular 
ate— If  no  one  in  your  household  has  subscribed  in 
he  past  two  years.  And  you  get  these  2  bonuses: 


BONUS  #1— Value  Line's 
2400-page  Investors  Refer- 
ence Service,  including  our 
latest  full-page  Reports  on 
each  of  1700  stocks.  .  .  .  fully 
indexed  and  looseleaf-bound 
for  easy  reference,  and  sys- 
tematically updated  by  new 
full-page  Reports  in  the  weeks 
ahead.  Filing  takes  but  a  min- 
ute a  week. 


Investing  in 
;  Common  Stocks 


Tbt  Value  I  I0<  kjpl.n, 
and  otber  Criteria  or 
Sloci  Valut 


BONUS  #2 — Investing  in  Common 
Stocks,  by  Arnold  Bernhard,  Value  Line's 
founder  and  research  chief,  revealing  me- 
thods of  stock  evaluation  that  took  dec- 
ades to  develop.  You  KEEP  this  book 
even  if  you  return  the  other  material  for 
— 1  your  money  DacK. 

This  subscription  is  tax-deductible  if  utilized  to  aid  in 
the  management  of  your  investments. 

To  accept  this  invitation— and  to  pinpoint  the  current 
list  of  low-P/E  "combination"  stocks  referred  to  above 
—mail  the  coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.,  N.Y.,  N.Y.  10017 

□  Begin  my  10-week  trial  to  The  Value  Line  Survey 
(limited  once  to  any  household  every  two  years)  and 
send  me  the  two  bonuses  listed  above.  Check  for  $29 
is  enclosed.  (Trial  subscriptions  must  be  accom- 
panied by  payment.) 
SPECIAL  EXTRA  BONUS.  This  famous- 
make  pocket-size  ELECTRONIC  CALCU- 
LATOR (with  full  memory)  given  to  you 
when  you  order  The  Value  Line  Invest- 
ment Survey  for  one  year— and  send 
payment  now. 

□  1  year  for  $295.  My  payment  is  enclosed 
the  CALCULATOR  as  my  extra  special  bonus.  (There 
are  no  restrictions  with  this  annual  subscription.) 

□  Enter  my  subscription  now.  Bill  me  for  $295.  (Does 
not  incude  the  calculator.) 


-send  me 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

GUARANTEE.  If  dissatisfied  for  any  reason,  I  may  return  material 
within  30  days  for  full  refund  of  the  fee  I  have  paid. 
Subscription  tax-deductible  and  non-assignable  Foreign  rates  on 
^request.  (NY  residents  add  sales  tax  )  b'SD21  j 
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Editorial  Index  Companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 


ACF  Inds   132 

Aetna  Life  &  Casualty   23 

Albany  Int'l   133 

Alberta  Gas  Trunkline   46 

Allegheny  Airlines   135 

Allen  Group   52 

Allied  Chemical   133 
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on  the 

TnOUghtS  .  .  .  Business  of  Life 


The  line  between  failure 
and  success  is  so  fine  that  we 
scarcely  know  when  we  pass  it- 
so  fine  that  we  often  are  on 
the  line  and  do  not  know  it. 
Ralph  Waldo  Emerson 


Do  not  be  afraid  of  evil.  But  be  t 
always  cheerful  in  doing  good. 
Evil  will  soon  leave  you,  for 
evil  is  extremely  jealous  of  good. 
Sri  Chinmoy 


Nature  tries  all  of  us;  she  is 
continually  hunting  our  weak  points 
and  testing  them  to  breaking,  and 
the  strong  are  subjected  to 
the  more  and  harder  tests. 
William  Feather 


Who  is  speaking  of  victory? 
To  survive  is  everything. 
Rainer  Maria  Rilke 


Laugh  to  forget,  but 
don't  forget  to  laugh. 
Arnold  Glasow 


Let  us  not  pray  to  be  sheltered 
from  dangers  but  to  be  fearless 
when  facing  them. 
Rabindranath  Tagore 


What  ought  one  to  say  then  as  each 
hardship  comes?  "I  was  practising 
for  this,  I  was  training  for  this." 
Epictetus 


The  traveler  s-eye  view  of  men 
and  women  is  not  satisfying.  A  man 
might  spend  his  life  in  trains  and 
restaurants  and  know  nothing  of 
humanity  at  the  end.  To  know,  one 
must  be  an  actor  as  well  as  a  spectator. 
Aldous  Huxley 


Nothing  is  so  good 

as  it  seems  beforehand. 

George  Eliot 


No  fact  is  so  simple  that  it  is  not 
harder  to  believe  than  to  doubt 
at  the  first  presentation.  Equally, 
there  is  nothing  so  mighty  or  so 
marvelous  that  the  wonder  it  evokes 
does  not  tend  to  diminish  in  time. 
Lucretius 


I  believe  that  order  is  better 
than  chaos,  creation  better  than 
destruction.  I  prefer  gentleness 
to  violence,  forgiveness  to  vendetta; 
On  the  whole  I  think  that  knowledge 
is  preferable  to  ignorance,  and  I 
am  sure  that  human  sympathy  is 
more  valuable  than  ideology. 
Kenneth  Clark 


Needs  there  groan  a  world  in  anguish 
just  to  teach  us  sympathy? 
Robert  Browning 


Some  people  as  a  result  of  adversity 
are  sadder,  wiser,  kinder,  more  human. 

Most  of  us  are  better,  though,  when 
things  go  better. 

All  good  poets  didn't  and  don't 
necessarily  need  garrets.  * 
Malcolm  Forbes 


It  is  misery  enough 

to  have  once  been  happy. 

John  Clarke 


To  laugh  with  others  is  one  of 
life's  great  pleasures.  To  be 
laughed  at  by  others  is 
one  of  life's  great  hurts. 
Frank  Tyger 


He  who  forgives  easily 
invites  offense. 
Pierre  Corneille 


Sorrow  is  a  kind  of  rust  of  the  soul, 
which  every  new  idea  contributes 
in  its  passage  to  scour  away. 
Samuel  Johnson 


Wisdom  is  oftimes  nearer  when  we 
stoop  than  when  we  soar. 
William  Wordsworth 


Now  is  no  time  to  think  of  what 
you  do  not  have.  Think  of  what 
you  can  do  with  what  there  is. 
Ernest  Hemingway 


Misfortune  is  a  kind  of  innocence. 
Jean  de  la  Fontaine 


Between  two  evils,  I  always  pick 
the  one  I  never  tried  before. 
Mae  West 


*From  The  Sayings  of  Chairman 
Malcolm,  a  collection  of  over  500 
thoughts  embodying  the  wit  and 
wisdom  of  Malcolm  Forbes.  Now 
available  at  $5.95.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth 
Avenue,  New  York,  N.Y.  10011. 
Add  appropriate  sales  tax  on  New 
York  State  orders. 


A  Text .  .  . 


Sent  in  by  Pauline  Cheatham,  Raleigh,  N.C. 
What's  ycur  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


And  the  cause  that  is  too  hard  for  you 
bring  it  unto  me,  and  1  will  hear  it. 
Deuteronomy  L17 
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